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fit on petrol 


ith sorrow I read your ar- 
he-price of a gallon" 
17th), which quotes many 
irate facts and innuendos 
ach the desired conclusion 
etrol prices in Britain are 
ially high. 

In particular, your correspon- 
appears fascinated by com- 
sons with the American mar- 
where your calculated 20p 
difference with Britain in a 
evious article has now shrunk 
Op, and is still wrong. He ap- 
ars not to understand the 
h higher petrol yields from 
de which the American mar- 
demand allows and the sheer 
ale effects of larger throughput 
tht down the chain. 

-the monopolies commis- 
will no doubt conclude 
t digests and understands 
thousands of figures it has 
llected from the oil compa- 
es vg manufacture, distribu- 


































































gh-profit AOR This is 
teristic of the oil indus- 
f so data to the commission 
w that our profit has aver- 
around 2p a gallon over the 
several years. There is no 
ock of gold to be handed out. 
' were, our competitors— 
Xf them— would have seen 
at long ago. 
~ Sir ARCHIBALD FORSTER 
Chairman 
Esso UK 
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Hongkong's future 


Sirn—That the fate of Hongkong 
should be discussed almost ex- 
clusively in terms of our own 


fears of mass emigration is à - 


pretty sorry comment on the 
standard of Britain's political 
ethic. Evidently the colonial 
mentality is still alive and well. 

When the political aspirations 
of the African people bubbled 
over in the 1960s Britain banned 
their organisations, imprisoned 
their leaders and told them that 
they were not fit to govern them- 
selves. Because the people of 
Hongkong have gone about 
their business and have not been 
politically active, Britain has de- 
nied them also the benefits of 
democratic government and 
have said that they do not want 
democracy. 

It will be extremely difficult in 
the short time available to estab- 
lish a strong and stable demo- 
cratic system in Hongkong—five 
years have been lost since the 
agreement with China was nego- 
tiated.But to do this is the only 
honourable course open to 
Britain. 

The people of Hongkong 
should have the power and free- 
dom to make their own choices 
and, in their relationship with 
China, we should support what- 
ever choice they make. 

Penarth, 


South Glamorgan T.E. ASHTON 


Si&— There are two points re- 
garding Hongkong on which 
one of your letter-writers, Mr 
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clarification. | 
First, Hongkong is not a 
“third-world” country. It is one 


of the four economic tigers of 
, Asia and a major financial cen- 


tre. o Hongkongers are 
not “people who do nothing”. 


Shy; yes. Lazy? Definitely not. 


One look around and you will 
see that in fact they work the 
hatdest and longest hours. 


Moreover, if there was an influx 


of Hongkongers into Dritain, it 
would be more likely that em- 


ployment prospects would be | 
improved rather than impaired; ^ 


only the rich and well off could 
afford to emigrate, and they 
would bring along with them a 
flow of investment. 

As for Britain's general living 
standards, I dare say a change 
from fish and chips to Chinese 


take-away — would raise it 
infinitely. 
Oxford Yau TAK HONG 
ye io Sb meh 
in a state 
Sir-—Your article on trade 


("The snit list", June 3rd) cuts 


me to the quick. You improperly 


identified Mr Max Baucus as the 
senator from Idaho. He is in fact 
a senator from Montana. . We 
have so few representatives in 
this great state. Please retract 


this slight. 

Great Falls, 

Montana JEFFREY GARDNER 
M— 

Fiasco on ice 


SiR— Your story about two Rus- 


sian-American events (“Glas- 


nost on ice", May 6th) touched. 


only the tip of the iceberg. 
The Soviet oil-skimming ship 
which was hired at $15,000 a day 


to help with the Exxon Alaskan 


oil spill turned out to be a com- 
plete failure at the job and was 
dismissed by Exxon after a cou- 
ple of weeks. In addition, the 
American bureaucrats who is 
sued the waiver to allow the ship 
into American waters have made 
total fools of themselves. In or- 
der to circumvent the Jones Act 


(which requires the use of Amer- _ 


ican ships in commercial opera- 
tions in American waters if there 
are any available), the Treasury 
Department had to declare the 
Russian ship as carrying out an 
American “national defence” 
mission. 


ri ttd: Times Jurong, 2 Jurong Port Road, © 
Ltd, Representative culate en ng Port Roa 


'sial nature. In essence, the Rus: 
sian and American negotiators 


“tion of the law". Exclusion off 


The other fiasco was the 












addition t » the 
some Russian journalist s wh 
took the opportunity to defec 
the substance of the nego 
tions took on a highly controve 








were trying to fashion an agree 
ment whereby only one ethnic. 
group on either side (Americar? 


eskimo citizens and Soviet es 
-kimo citizens) would have cross« 





border privileges that would be 
denied to. all other. ethnic 
groups. 

Though. this | is perfe acs 
ceptable to Russian thinking, 
the 14th Amendment to the 
United States Constitutior? 
guarantees the "equal protec« 












rights based on race, creed ; 
national origin are anathema 
the American publie. If tf 








thridge ^ State Department 
California | Watch 






Oxford's secret ballot 





Smu say that “Fewer than 


500 of- Oxford's MAS 


[post-graduates] iode. T. 
vote in a secret ballot to elect 
a. new professor of poetry." 

Scarcely surprising: secret it was. 
The first that this MA knew of 
the electio n was in reac i 
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| TAIWAN to 1993 


Politics versus Prosperity - 


As Taiwan's government: purses ^ x 
political and economic liberalisation, 
what are the chances of avoiding . 
conflict with the government. ino 
Peking? How serious a threat to 
continued. export-led ed. x 
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BRITISH GROUP —INTERNATIONAL INTERESTS. 


. Our long established London based international client 
has extensive commercial interests which include significant 
business in the Soviet Union. A further £150m contract has 
recently been gained in Moscow which will become 
operative next year. 


Moscow and London based, the Director Designate will 
work closely with the Board, taking responsibility for the 
overall co-ordination of their range of business activities in 
the Soviet Union. Extensive travel between Moscow and 
London will be necessary. 


. The need is for a mature, well educated British citizen 
who is a fluent Russian speaker and writer, and who has 
worked in the Soviet Union/Eastern Bloc countries for a 
considerable time. Ideally, you will have worked as a senior 
officer within the operational management division of a 
large international oganisation dealing with Eastern Bloc 
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Realistic and generous allowances will supplement a 
high basic salary. 


Please write to Barry Underwood, advisor to the 
Chairman, describing the duration and type of your Russian/ 
Eastern Bloc activities, and giving details of your managerial 
experience and fluency in the Russian language. Please 
include details of age, career and salary progression, and 
address this information to Deloitte Haskins & Sells, PO Box 
198, Hillgate House, 26 Old Bailey, London EC4M 7PL. 
Please quote reference 5199/E on envelope, letter or fax 
(London 248 4752 or 248 1368). Initial meetings will take 
place in London. 


Haskins - 


Management Consultancy Division 












WHETHER YOU WISH TO INCREASE YOUR 

EFF ECTIVENESS, YOUR VALUE AND YOUR ENJOYMENT 

AS A SENIOR MANAGER WHERE YOU ARE 

OR 
MAKE A SUCCESSFUL JOB CHANGE 

GHN HAS A PROGRAMME TO SUIT YOUR NEEDS. 















_ CALL US FOR A CONFIDENTIAL EXPLORATORY 
MEETING. 











THE 








16 Hanover Square EM 
, PERSONAL 
- London WIR 9AJ DEVELOPMENT 
01-493 5239 


CONSULTANTS 


the Humber estuary in the oih to the Thames estuary i in the south, and 

fromthe east coast to beyond Northampton in the west. it's main business 

is the supply of treated water to 3.5 million propi and the reclaiming and 

treatment of used water from 5 million peopie 

inter an exciting development phase, we are looking for a numerate 

usiness graduate to join a small professional team engaged in the $ 
alysis of, and advice on, investment proposals both within and outside 










pline and possession of an MBA and relevant commercial : experi- 
Id be Mibi uon T SÉ 






» searing, or has. good pausing! in attractive mokai towns and villages, 
» xcellent local Schools and amenities. 






yension Scheme, up to 30 days annual leave, free car parking and a 
nerous relocation package i in appropriate circumstances. 





ct ñ, i taphone Huntingdon (0480) 433433, ext 3276, quoting post 
»nce AHHO45/179. Applications to be 









CAN EQUAL PPORTUNITY EMPLOYER 








Salary Range £22, 54: £30,588 p.a. 
ed (Regents Par 'k) | 

The International Planned Parenthood j Federation is the 
world's largest non-governmental organisation working in 
the field of planned parenthood and. related health services, 
consisting of voluntary associations in 1 25 nations 
throughout the world. EM 
“IPPF views the role of its information services as central to 
the attainment of its objectives and is therefore seeking an 
_ exceptional individual to head its information services and 
. lead its information effort. This will involve establishing 
productive relations with key people in the media, leading a 


small team of information professionals and developing 
information Strategies. 


Applicants should have substantial joules expertise, 
together with public relations and proven management 
skills. A strong background i in ad lh ane OR 
issues is required. 


Please send full c.v. giving names s of three re Acros to 
Michael Birch, Director, Personnel & Administration IPPF, 
Regents College, Inner Circle, Regents Park, London NW1 
his by 21st July, 1989. - 





















Agricultura Development in in Bhutan 


Hunting Technical Services Limited isa teading inter- 
national consulting company involved in ‘agricultural 
and natural resource development thi Ok 
world. | 
We are currently seeking a Seni 
search and Development Specialist for a long term 
assignment in the Kingdom of Bhutan. 
ist who has designed and managed research and | 

extension programmes, and. has Himalayan experi- 
ence, would be ideal. 


Agricultural. Re 





An agricultural- 





in addition we are looking for j junior and senior speci 
ists in Plant Protection and PERDER! to work in 
Bhutan. | 


Vacancies also exist now on. projet A icaa 
for oe in einig and tcu cultur 















The Administration Manager RE 
Hunting Technical Services. Limited : 
_ Thamestield Housa, eet | 













Our client is a rapidly-expanding French group 
specialising i in prospective investment reports and 
ses of mostly French listed companies. The research 
French and English for clients who include 
r institutional investors. 
ill lead and direct a team of top financial 
| 'd on a demanding schedule of research; 
this will sicci top-level contact within companies 
being researched, and you will be ultimately responsible 
for the quality of the final product. You will also make 
a decisive contribution: to the development of the 
business by prom oting and selling subscriptions to 
new clients. 
You must have sound trpenence in financia 


analysis, first-hand knowledge of the Paris 
proven flair for financial-sector marketing. Y 
assured leader with the negotiatingsk 
credibility to make a positive im 


thorough command i 


This high-pr 
with the Chief Exec: 


excellent: you could 


Director and, possib 
A generous salary will be S 
of benefits. 
Applications will be treated in s 
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Introducing T IMD, the world's foremost one-year MBA course, de 
jnierritiona management institute, arising of all levels fro 
the merger of IMI and ges : T | 
(two of oot cat most 


E duc dE d ee ent. concept in 
close cooperation with industry. It combines | pital to you. Because internatio: 
the reality of global business with vision and - ership is not only a question of 
imagination. - MN: | acting bats p a matter of sharir 7 
o You have a comprehensive portfolio of riences. At IMD; the world of man 
rrams and s minars, as as well asanintensive M m 


contact. the Information. Officer International Institute for Management Developmen MD, Be i emin d Bellerive. 
eee | Tel: *dl 21 267112 or 277121. Fax: ++ 41 21 266 725. Tiss, oe 











ood recession 


E toughest decisions for any economic 
olicymaker are not the inescapable ones 
hat have to be made in a crisis. Rather, they ` 
the politically awkward ones that can be - 
ged until the crisis strikes. Over the next 
ew months the recent build-up of inflation- 
ssure in the world economy will con- - 
the central banks of the big industrial ` 
ies with choices of just that toughest 
starkly, their choice is this: to aim for. 
victory over inflation at the risk of a shallow ` 
'conomic recession now; or to accommodate 
i further spell of rapid growth and upward-creeping inflation, 
ollowed by a much deeper recession later. 

-fitis true that the right sort of recession could do us all a 
vorid of good, the mettle of Mr Alan Greenspan, chairman of 
he Federal Reserve; and his counterparts at the Bundesbank 
ind the Bank of Japan is going to be brutally tested. The cen- 
ral bankers passed their previous examination—the stock- 
narket crash of October 1987 and its aftermath —vwith flying 
:olours. Keeping laudably cool heads, they did what had to be 
lone to avoid a sudden slump. But that meant an urgent low- 
‘ring of interest rates, so nobody minded. Less than two years 
ater, the needed remedy is high interest rates. Those are hard 
o take when economies are booming, let alone when they are 
lowing. In consequence, people are indeed going to mind. 

Especially Americans. Their economy grew by a vigorous 
176 in the year to the first quarter of 1989, yet complaints 
bout tight monetary policy were already being muttered in 
spring. The Fed's recent easing of short-term interest 
'ates—on flimsy evidence that inflation was slowing—did lit- 
leto quieten them. Now comes a big fall in the index of lead- 
ng indicators, showing that the risk of recession is real. Mut- 
ers against tight money in America will soon be great shouts 
3f protest. But growth has not yet slowed as much as it might 
aave to, and America’s inflation rate, which now stands at 
nore than 596, has not s lowed at all. 





























| e treacherous-landing scenario 
s the dilemma facing the monetary authorities really so pain- 
il! Politicians and leader-writers will urge them to aim for a 
‘soft landing" — with slower growth and lower inflation than 
of late, no doubt, but no recession. The Organisation for Eco- 
nomic Co-operation and Development, the rich countries’ 
just ides a new set of projections for the world 



















: to 249b i in Ames 404% i in dien and 23496 in 
-while inflation levels off in all three, at 544% 










1596) and 21296 in Germany (up 
If such a mix of inflation and out 
able, why not urge central banks 
ble, ready to stoke up deman 
cheaper money if growth threat 
shoot the projections! : 
One answer is that optimi 
built into those projections. They 
monetary policy-—as judged by she 
terest rates—stays tight in the aes 


































putitona ales as trend i ume pré í 
further steps to restrain demand. It recommends as 


Mh starts ui. 4 more fae its economists say 5 
there be a temptation to speed growth up? This is ind 
trap. For in deliberately attempting a soft landing—by 
tuning their policies to that end—the central banks w 
actually be stacking the odds against it. Perverse thou 
may seem, the best way to keep economic landings s soft 
keep policy against inflation unforgivingly hard. This 

lesson all big countries should have learned i in the 19' 
early 1980s. 

A government's best weapon against inflation is its c 
bility. A promise not to tolerate higher inflation, if be 
is virtually a self-fulfilling prophecy. At times of high 
and tight labour markets, firms are tempted to pa 
wages to attract workers.and thus increase their capa 
they believe that prices in general will rise, they will not 
tate to pass their increased costs to consumers in the for 
higher prices, thus fuelling inflation. If they believe chat 
in general will not rise, they will squeeze costs and prof 
gins instead, Moreover, if workers as well as manager 
the government's promises not to tolerate higher in: 
the squeeze on costs will take the form of forgon wag 
creases and/or higher productivity, not sackings. ' hat 
the painless way to cut inflation is to promise that you 
it—and be believed. 

The trouble is that credibility is as hard to re as 
easy to destroy. Witness the sad case of Britain. Its re 
of the early 1980s was by necessity one of the severest 
industrial world because its previous history of inflati 
been so bad. Mere promises to change were not enouj 
ing rebuilt credibility at such expense, the Thatcher go 
ment has lately undermined it not just with honest. 








































ss pubic quarrel over 
tion strategy between Mrs Thatcher and her chan- 
The result is the highest inflation rate in the Group of 
and interest rates to match. 
nlike in Britain, monetary policy in Japan, America and 
3ermany is relatively immune to political pressure. 
‘helps. But protection against political squalls is not 
ugh. Central banks must also proclaim their inflexibility 
inflation to the financial markets, which means occa- 
lly putting interest rates up, or keeping them up, even 
n shorter-sighted people regard this as unnecessary. By 
nmodating an upward creep in inflation, central banks 
hat vital credibility. By the time inflation has. risen so 

lat it is widely seen as the main economic threat, get- 
t down has already become ruinously expensive. It is no 





they were before they met 

will not march in step, they will not go at the same 
and they may not even reach their destination, but 
ast they will head off in the same direction. That was the 
ipromise agreed on by the 12 members of the European 
munity before they left Madrid this week. If the political 


:'urope may come to look back on with satisfaction. 
The big.issue was monetary union. Britain’s partners had 
ady decided, with varying degrees of enthusiasm, to move 
ards this objective: one Community currency, which The 
tist likes to call the Monnet. But would Britain? After 
f resistance, Mrs Thatcher gave the assent her part- 
re looking for. Neither she nor the other 11 wanted 
to be in a minority of one. Europe has too much at 
he moment—the single market promised by the end 
-upheaval in the eastern half, looming defence 
—for the Community to get stuck in a sterile row over 
stant ideal. . | | 
orn of its legalisms, the Madrid declaration amounts to 
ng orders to ministers and officials to get straight on 
hard job of defining what the later stages of mone- 
ion should look like, and how to achieve them (see 
7). They will do this in preparing an inter-govern- 
tal conference that will draft the necessary changes to the 
of Rome by which the Community was established. 
onference will convene sometime after July 1990, when 
st stage towards monetary union—little more than the 
t European Monetary System working with fewer ex- 
ge controls—starts. A grand undertaking, with the detail 
> fill in: this is not Britain's preferred way of doing things. 
the BEC has. come a long way by setting itself impossible- 
iking tasks. —— : 3 
accepting all this, Mrs Thatcher made her most open 
ment-yet to a goal she has long opposed. Some enthu- 
for European integration, including most EEC leaders, 
ve Britain is now firmly on the road to monetary union 














gec | bunch of Europeans set off from Madrid this week, but a tighter bunch 


an now be found to make it work, it was a compromise 


the most blinkered central bank— West Germ 
best long-term record on inflation. B - 
The need is not gratuitously to arrange a worldwide reces: 
sion. On the contrary, it is to sacrifice as little output and a: 
few jobs as possible to the cause of getting inflation down 
This trick is best achieved by stopping inflation rising to be 
gin with; but it is too late for that. Over the past year inflatior 
in the big industrial countries has gone up by a percentage 
point or.so—more than enough to tell the big central bank: 
where their priorities should lie. They must make the market: 
confident that they will get inflation back down, and deac 
certain that they will let it rise no further. If that means toler- 
ating a shallow recession soon, instead of engineering a full. 


blown slump later, bring on the good recession. 








and will find it impossible to pull over, let alone turn off. Oth- 
ers, more sceptical, see Mrs Thatcher's agreement this week 








would mean too little rigorous deliberation. _ 


The Delors delusion | guia 
With one large exception, Mrs Thatcher's hostility to the ap- 
proach to monetary union spelt out recently by a committee 
headed by Mr Jacques Delors has been misplaced. The plan is 
flexible about the timing and. the content of its later two 
stages. It allows an indefinitely long period of locked ex- 
change rates before getting to the single European currency 
that is its goal. Its weakness is the way it links steps towards 
monetary union with ever closer co-ordination of national 
budgetary policies. This was a fat target, at which Mrs 
Thatcher had no trouble taking aim. = 2 8 
There is no economic reason why the members of a com- 
mon monetary system should not run udget deficits as they 
rrency 


see fit. By ruling out exchange-rate risk, a common : 





ought to allow them more freedom, not less. Financial mar- 
kets would punish heavy borrowers. with high interest rates 
only if their creditworthiness was in doubt. Having demanded 





fixed parities and co-ordinated budgets, the Delors plan had 
to think of another way for countries to adjust to economic 
strains. Its answer—more aid for the C ommunity’s poor 







































































t to snipe at it from ee meen the inter- 
ntal conference would have been the surest way for 
nate potential German allies and leave the field free 
-maxi-federalists from France and Italy. Joining the ar- 
ument will allow her to pursue her objection that the inde- 
vendent central-banking system envisaged in the Delors plan 
$ not democratically accountable. The way for Britain to deal 
vith this is to suggest how, and to whom, such a European 
upranational body should be made answerable. - 

d M | 














| 'ROM Moscow to Sofia, from Berlin to Beijing, a spectre is 
. haunting communists in power—the spectre of self- 
loubt. Communist doubts are a big improvement on commu- 
jist certainties. They may even lead to non-communist 
‘hoices. 

- Deng Xiaoping used China’s army so ——" last 

adith not just to quell student unrest, but to remind those 
oying with the idea of negotiating with the students that his 
y negotiates with no one. Mr Deng was prepared to spill 
lood to reassert party-power over people-power. The com- 
munist parties of Poland and Hungary have been competing 
to do the opposite: to see which will succumb to voter-power 
and end up in opposition first. Things have not progressed 
that far in the Soviet Union, yet even there people have been 
sitting open-mouthed before their television sets as speaker 
after speaker in the new Soviet parliament has given party 
bosses, including Mr Gorbachev, a pasting. For all their dif- 
ferences, communists used to agree on one thing: their abso- 
lute right to rule absolutely. No longer. 
& This is not the first time that ruling communists have seen 
Meir rule challenged. But past crises have come singly and 
have been more easily, if at times brutally, suppressible. This 
time things are different. For one thing, the chief suppressor 
and self-styled arbiter of orthodoxy for much of the commu- 
nist world, the Soviet Union, is itself busy testing the limits of 
the tolerable-—much to the alarm of the stuffier comrades in 
East Germany, Czechoslovakia, Cuba and elsewhere. For an- 
other, today's crisis runs communism-wide. The sheer scale of 
the Marxian economic mess these parties have made is what 
has put their authority on the line. The feeling is growing, 
even among some party members, that the only way to avoid 
repeating past mistakes is to have checks on the party's once 
unfettered monopoly of power. 

_ The trouble is that, once the party admits that it doesn’t 
ve all the answers, fallibility can quickly turn to vulnerabil- 
s old-fashioned remedy wh nen the party started to 
s the bullet. But as the party's thought-police take 
e army in rounding up suspect Chinese, there are 
ing communists who worry that driving Chi- 
movement underground only condemns it to 





















Jae  challenge—from the mS Many responses-from the party. Risks all round 


Union changes. But many of his party comrades. are d 







that is the argument for getting in anc | 
some trends do look powerful. For too long Britai 
picky, quibbling laggard in European affairs—sta 
1956), renegotiating terms (in 1974), dragging its 
1985, over the Single European Act). In the end B 

always gone along, as governments of right and lef 
to realise that Britain has no real alternative to Eu 
hope must be that, by putting her name to the compro 
Madrid, Mrs Thatcher has joined the realists’ traditi on 
Britain and the Community wil benefit if she has. - | 


explode into the open more violently next time. 

“Both Poland and Hungary have resorted to the b 
the past—to no lasting avail. That is why, in desperat 
are turning to the ballot box. Communists in both co 
say they will accept the judgment of the people in a 
and fairish fight. They have their fingers crossed that t 
scrape together enough support to keep at least: 
power. It is a huge gamble. Hungary's communists mi 
pull it off. But the drubbing Poland's communists re 
last month’s semi-free election suggests that, had th 
been freer, they would only have lost more heavily. Tt 
pect causes nothing but alarm to the rulers of neighbo 
East Germany and Czechoslovakia. They are afraid that 
land or Hungary should fall to democracy, they will be 
Yet, much to their disgust, Mr Gorbachev i is refusing t to. 
to the rescue. 





Gorbachev’s way ! 
That is because Mr Gorbachev is too preoccupied try 
pick his way between the extremes of ballot and. b 
home. Unlike the Hungarians, he thinks that the on 
for the party is confidently on top. He was therefore car: 

allow no organised challenge to the party in the ade x 
election. Unlike Mr Deng, he can see that the only way fo 
party to stay on top is for it to change its ways as th 


their heels in. The noisy new parliament is Mr Gorba 
bid to outflank them. But the party bosses who dis 
Gorbachev's kind of changes will like the new parli: 
even less. | 

Mr Gorbachev laughs off talk of a coup to unse 
And it is true that Russia would not need one. Mr Gorb 
may be president as well as party boss, but he has been e 
by no one, merely selected by the Politburo and appr 
the Central Committee and parliament, still party d 
nated. If the party turned nasty, then it could turn hi 
Some day Mr Gorbachev may wish that he had chose 
uine ballot, not a rigged one, while he still had the b 
everyone '$ doubt. | 








ce needs democrats more than thespians 





































/EN the best classical Greek drama can test an audi 
nce’s patience. So it is with today's tragicomedy in 
'ek politics. 
Here i is the plot so far. It begins with illicit love, financial 
ndal and a near-fatal illness for the leading character, 
-e’s 70-year-old prime minister, Andreas Papandreou. In 
l'wo the love affair (with a fornier airline stewardess half 
ge) deepens, as does the Bank of Crete scandal (two top 
y fall); but the prime minister's health improves, and 
us new electoral law gives his Socialists a chance of 
ging to power. Tension mounts as an embittered wife de- 
he divorce that would have allowed him to marry his 
tress before the election; his arch-rival, the conservatives’ 
stantine Mitsotakis, still hopes for victory. Will Act 
e sort everything out? 
o. Mr Mitsotakis just misses outright victory in the vote 
18th. Mr Papandreou, humbled but not crushed, falls 
ain and departs to hospital. Enter Harilaos Florakis, the 
ader of the Communist alliance, holding the balance of 
ver. An elaborate dance begins. 
zach of the three leaders in turn is given the chance to 
partner into a coalition government. Each fails; the 
ies run too deep. Yet everyone wants to avoid an imme- 
iate new election (not least because the voters would like to 
nk about holidays, not politics). Mr Papandreou fears hu- 
iliation in a new poll. Both Mr Florakis and Mr Mitsotakis 
obsessed with “catharsis”, the punishment of those re- 
ble for Greece’s financial scandals. They know that, 
ess the punishing is set in motion by the next parliament, 
te of limitation will protect any corrupt ex-ministers 
rosecution. An indecisive, all-party government seems 
y way of delaying another vote. 
this point the audience’s attention flags: the next act 
s to be too slow and complicated. That would not 
-but for some sub-plots which need to be resolved 


















VERNMENTS TR no duty to stop people from 
pending their money foolishly. But they do have a duty 
to encourage people to spend their money in that fashion. 
On both counts, the role of government in America's current 
lottery frenzy is wrong. Egged on by $400m a year in 
asy-inducing government-paid advertisements, Ameri- 
s now spend more than $15 billion a year—up from $2 
a decade No o eversmaller. chances of winning 















rather quickly. One involves the need for firm action on thi 
Greek economy: the public-sector deficit is some 20% of GDP 
inflation is nearly 14% and rising. Then there is the problen 
of Mr Mohammed Rashid, a Palestinian alleged to hav: 
planted a bomb which exploded on a Pan Am airliner ir 
1982, killing a passenger. The Americans have asked for Mi 
Rashid’s extradition, and in May Greece’s Supreme Cour 
ruled in favour of it. The next justice minister will have tc 
decide whether to accept the court’s decision. If rhe Commu 
nists are involved in the government, they will want the extra 
dition request rejected. The Americans would be livid. — 
Time presses, too, for decisions on America’s milita 
bases in Greece. The Americans will have to be out by ne 
April unless a new agreement is reached. The Coca ist: 
would love to see them go. Their departure would seriousl 
sour Greece’s relations with its allies—and deprive the 
Greeks of money and military aid they can ak afford to lose. 










Clarity before catharsis 


For all these reasons it would be best to ) bring the entertain 
ment të a speedy conclusion. In an early new election the 
likely result would be a clear conservative majority. The So 
cialists’ vote would almost certainly slide further now that Mı 
Papandreou has visibly lost strength, both physically and po 
litically. The voters know that only an outright majority: foi 
Mr Mitsotakis can now deliver clear government. - | 

It would be galling if corruption went unpunished. But it 
would be irresponsible to let a desire for revenge stand in the 
way of sound government. Mr Mitsotakis should be preparec 
to sacrifice "catharsis" for the clarity of a quick election. The 
sacrifice may not even be necessaty: it may just be possible tc 
call another election before the new parliament i is due 
on July 3rd, thereby in effect annulling the ]u 

Mr Mitsotakis is not quite Ajax. But | 
emerges as the uhdisputed, hero of thi ! ong d drama, the better 












ever-larger sums óbi mohey. (The. TM jackpot so: ari is the 
$115m that Pennsylvania paid out in April.) 
each citizen of Massachusetts spends almost | 
tery tickets. In New Jersey, nearly one out of three families 
with incomes under $10,000 spends a Sito its income on 
this cruel opium for the unenlightened. - me 
State governments find. lotteries a pain less source of reve : 
nue. They keep a an average 1% of the tak: is 











7 F Péasoning: a private aac are banned on a 
at gambling is immoral; (b) the states—beginning 
y Hampshire in 1964—start running lotteries them- 
à on the grounds that, since people will gamble anyway, 
igovernment might as well collect the revenue rather than 
inised crime. 
laving thus appointed themselves sole purveyors of this 
rality, the states do it in style. They use every device of 
lern marketing to promote lottery-ticket sales. Here they 
x re blatantly having it both ways. If they are right to ban pri- 
: ey are wrong to be encouraging their citizens 
! to play. If it is acceptable for the state not 
im verely to condone but actively to promote gambling, there is 
ino good reason to forbid private companies from competi- 
tet entering the same business. 
-In the lottery market, as in any other, legal private compe- 
i pion would help the consumer. It would quickly drive up the 
izes on lottery tickets beyond the current chintzy 48 cents 
he dollar. Private lotteries could well put state lotteries 
out of business completely; at the moment state governments 
do little more than give a superfluous and hugely expensive 























Competition is the answer, not new laws 


Mog when tighter labour laws and fear of striking oneself 

out of a job seemed to have all but vanquished industrial 

-unrest in Britain, the blight is back. The latest strikes are 
d ur wholly in the public sector, where it is wrongly as- 
sumed (ask once-nationalised steelworkers and Mr Scargill’s 
coalminers) that jobs are strike-proof. If these strikes succeed, 
ey will push wage rises above the one-year inflation rate of 
Marly 812%, and thus perpetuate that inflation until there is 
a large rise in unemployment. For the sake of what will other- 
wise be the future jobless, it is important to beat these strikes, 
and two weapons are being considered. The wise one is more 
competition. The unwise one is more laws. 
` Competition is being introduced at the docks, where Mr 
Ron Todd is threatening fearful trouble if any striking dock- 
ers are sacked. This need not matter. Sacked workers cannot 
successfully strike, as printers learned at Wapping. Strike- 
bound ports would lose custom to those still working. It 
would be wise to open to similar competition any monopolies 
where inflationary strikes could prevail. As you cannot priva- 
tise and return the competitive ginger to British Rail a week 
next Wednesday (although you could open London to more 
ninibuses), the immediate goal should be to break such 
lies out of the straitjacket of national pay-scales. 
osts vary so widely around the country, pay scales 
en broadly uniform wages for public-sector work- 
il servants, doctors, nurses, teachers, soldiers—guar- 
ting labour markets which stir workers in high-cost 























— blessing to the : private gambl 


and counter-strike 






the games and their customers. 







Drink me 


Besides giving the sucker a better break, E 
could also be regulated by the Federal Trade Commi 
watchdog that keeps American commerce on the sti 
and-narrow. As state-government enterprises, 
currently beyond the reach of federal rules for consume 
tection. These rules do not forbid a consumer to bu 
vanilla cake made from modified starch and artificial 
but they do require those ingredients to be listed an 
word "artificial" to appear with some prominence. T 
sumer is thus put into a position to make an 
choice, if he has the wit to make it. 

Consumers deserve similar aids to market-tra 
the lotteries business. The rules should require eac 
advertisement and each ticket to show clearly. ( 
present value of the prize (so that $25,000 a year : 
isn't misrepresented as a million dollars); (2) the od 
winning; and (3) the share of each ticket's value t 
out in prizes. Giving Americans this informatior 
make the lottery-ticket market so efficient that it 
completely. | 
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areas to strike, which bring a surfeit of public workers in | 
places where it is nice to work, and which close schoo 
central London through lack of teachers: Union lea 
national control. They tell their members that local 

a bosses’ ploy for keeping pay down: the railwaymen 
come out partly in protest at plans to break up their nat 
bargaining system. There should be no surrender to o sucl 
tests. Now that local-government officers have threatene 
national strike, they should be reminded that their jobs c 
be done by lots of other people in high-unemployment p 
of the country. 


The 80-20 rule and the law 


Instead, however, the government seems to be gro 
wards more legislation, which could add excess to succes 
industrial-relations acts in ten years have made it virtual 
possible for unions to call a strike over a political d p 
strike in sympathy with other workers or any form of se 
ary action. Any strike must be approved by union memt 
a secret ballot. Until recently, fear of the law and of th 
friendly labour market held the unions in check. On av: 
3.1m days a year were lost to union disruption in the C 
vatives' 1986-88, down from 11.7m a year in Labour’s sec 
half of the 1970s. 

The employment secretary, Mr Norman Fowler s 
promised a consultative document on a gap he thinks h 
spotted in the law: when courts have ruled that an off 














e unofficially. The dockers did, "Duo Co aa 
their strike ludicrous. The tube workers did, and mo- 
ly made their strike infuriating (see page 47). To bash 
‘sorts equally, two approaches are mooted. A new law 
d enable employers to sue unofficial organisers for dam- 
incurred during an unofficial strike. Or union leaders 
ght be made liable for their members’ unofficial actions. 

in employer who sued his shop stewards would end up 
h little in damages and, very likely, embarrassing publicity 
iring his well-coiffed wife in his secure mansion juxta- 


igh -tech jingoism 




















w not to nurture technology 











OMINIONS were once the measure of a country’s 
power. Now—at least among capitalist states—technol- 
has become the measure of choice. Electronics is Ameri- 
biggest employer and its largest source of wealth. Biotech- 
gy could soon run it a close second. Carmakers, banks, 
lers, armies, consumers: all these and more depend in- 
'asingly upon the speedy discovery and use of science, This 
gs: a danger, especially in economies that feel weak and 
petitive. Politicians have an urge to protect technology 
| s they defended their dominions, and have not no- 
that ideas and nationalism do not mix. The role of gov- 
nents in nurturing technology should be a small one. 
High-tech jingoism often moves forward in small steps, 
ch, taken together, amount to a giant backward leap for 
ikind. Foreign scientists were barred from an American 
ting about high-temperature superconductors. American 
liticians are angry that MIT has allowed foreign companies 
ook at its scientific research. Some think that Ameri- 
versities should restrict the number of foreign scien- 
vorking in their laboratories. It may only be a matter of 
before America restricts foreign investment in its high- 
-ompanies. A big chipmaker has already suggested it. 
o the closed door can be added Hs helpful subsidy and 
erfering industrial policy. In early June the EEC set up a 
ion chip project, because it thinks Europe needs to 
n how to make the chips that Japan already makes so well. 
rica already has its Sematech chip consortium and is 
ing on one for high-definition television. Japan does this 
f thing, so why shouldn’t we? 













































jingo, they will fail 

nstinct for governments to "do something" about tech- 
ogy is understandable but often mistaken, for a political 
son and for a fundamental one. The political one is that 
ves to defend technology make hindrances to trade in 
ds or services much likelier. The most probable conse 
ce is to keep the best of future technology out. Once 
ope has invested $4 billion in semiconductors, it would be 
barrassing to allow foreigners to steal Europe’s markets. 

ptation is to ensure "success" by barring imports. 





fo posed with sob 









by the bailiffs. Making union leade le fo 

they have neither a da nor ad vod be rather like 
making parents responsible for the crimes of their children. 
Ministers should check their lawmaking urge against the 
80:20 law. For 20% of the work, you get 80% of the benefits. 
The government's achievement to date has probably cap. 
tured most of the gains available through the courts. Going 
further could be to sail close to the invisible line where th 
loss of individual freedom outweighs the good for the econ 
omy and society. 5 
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The fundamental reason is that high-tech jingoism 
scientists off from other scientists. This quickly chops : off : 
main source of their ideas and discoveries. Cold fusion migh 
(or might not) be enormously lucrative à, -but that. does not 
mean that work on it should d kept in a Utah fortress. Thi 

applies to technology as much as to pure science. Rather.that 
restrict foreigners’ entry to laboratories, governments shot 
encourage their scientists to go abroad. Rather than tell re 
searchers not to say too much in their scientific papers, the 
should proffer translations of foreign journals and a database: 
to make it easier for scientists to keep up to date. - i: 

Governments are always mistaken to try to restrict. other 
countries' science, and often err when they offer subsidie 
and other “encouragement” to help forward technology in 
their own lands. Changing the tax system is likely to boost : 
country's accountants more than its science base: companie 
scramble to label everything imaginable as research. Covern- 
ments, with queues of bureaucrats and worries about voters, 
have a poor track record both at picking winners and at drop 
ping losers. While the Anglo-French Concorde lives: 
America's Boeing, which dropped its supersonic, ideas, 
nates the world aircraft market. 3 TO. 

High-tech jingoists never tire of say ing Japan is sche lesson. 
Not in the way they think it is. Japan has risen by buying: 
technology, not by protecting it. Because they were latecom« 
ers, Japanese consortia in the 1970s had well-defined goals. 
But now that Japanese firms are venturing into the unknown, 
consortia are becoming more like talking shops (often open 
ones) than technological juggernauts. Rather than telling in- 
dustry what to do, Japan's ministry of international trade and 
industry acts as a forum in which companies can learn about. 
trends and about what their competitors are initiating. It is up 
to them whether they follow a trend or buck it. —. . 

The greatest service governments. could do for technology 
would be to educate more scientists. One reason America 
should not restrict the employment of foreigners in its labora- 
tories is that it needs them, It ads not have o e scientists 
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SAVING THE ELEPHANT 


Nature's great masterpiece 


Banning the ivory trade is the wrong way to save Africa's vanishing 


»lephants 


FOREST glade lies empty in the moon- 
light. Suddenly the distant bushes 
wart. An immense shape rolls silently into 
the open, making for the lake. Following 
im, ranged as carefully as a circus proces- 
d in descending order of size, streams the 
nt herd. From their lodge, the tourists 
watch, as the elephants drink and depart. 

Such romantic moments, once common 
m Kenya's national parks, are increasingly 
are. The elephants of Tsavo are all but 
tone. The African elephant, like the blue 
whale and the black rhino, is on the fast 
rack to extinction. 

Driven to despair by this dreadful pros- 
»ect, most conservation groups have been 
lamouring for a ban on the ivory trade. 
some African governments also think it 
vould be a good idea. On July 4th the gov- 
"ments of ivory-producing and consum- 
ng countries meet in Botswana to discuss 
t proposal by Tanzania for a ban. If they 
igree, they will recommend to the Con- 
rention on International Trade in En- 
langered Species (CITES), which meets 
n October, that it place the African 
ephant on Appendix 1, a measure 

t bans trade in a species threatened 

extinction. An obvious precau- 
ion? No. Sadly, a blanket ban may has- 
en the elephant’s disappearance. 

The African elephant’s misfortune is 
ts tusks. Asian elephants have tusks, too, 
»ut tiny ones and, as every Kipling reader 
cnows, many Indian elephants work for 
heir living. African elephants cannot be 
rained. For centuries, their main cash value 
1as been as sources of raw ivory. 

One problem for conservationists is 
hat figures on the number and distribution 
of elephants are hard to collect. The crea- 
ures do not oblige demographers by staying 
n one place, or even in one country. They 
annot always be counted by aeroplane: 
iome of the largest populations are in thick 
ungle. So elephant censuses are often based 
yn counting heaps of dung. 

The table on the next page shows two 
ruesses at the distribution of Africa's re- 
naining elephants, one from a 1981 survey 


or the African Elephant and Rhino Special- 
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ist Group (AERSO) of the International 
Union for the Conservation of Nature, and 
one from the same group in 1989. No indi- 
vidual country's figures should be trusted 
far, and the wilder the country, the less reli- 
able the numbers may be. The Congo and 
Gabon, for instance, implausibly appear to 
have increased their stocks of elephants. 
The broad pattern, though, is not in doubt. 
Africa's total elephant population has 
halved in eight brief years from 1.2m to just 
over 600,000. Indeed, the picture may be 
worse if many of the 1981 figures are too 
low. 

Glummest of all is the fact that the num- 
bers seem to have fallen fastest in some of 
the countries with the biggest incentive to 













protect their herds. Kenya, which depends 5 
on the elephant as one of its “big five” wild- 
life draws (along with lions, rhinos, cheeta 3 
and giraffes), may have lost more than two- 
thirds of the 65,000 elephants it had i 
1981. Tanzania has lost almost 130,000 -— 











mals in the same period, Zambia 115,000 a 
almost three-quarters of its 1981. 
population. 


In only five African countries ND 
Africa, Botswana, Zimbabwe, Malawi 2 do 
Namibia—out of the 36 in Africa with ele- — 
phants, are numbers stable and the ivory - 
trade controlled. Botswana’s population has © 
actually grown. Zimbabwe's has been con- 
stant at over 45,000, South Africa's at 
8,200. The revenue from their exports of — 
ivory and elephant leather helps to pay for 
conservation work. One day soon, these — 
may be Africa’s last big elephant herds. 
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How elephants make money 


If so, these will be the countries that do best! 7 
out of Africa's rapidly growing trade in tour- | 
ism. If the elephant goes from the savannah, 
so will much of the adventure increasingly. 
sought by modestly wealthy tourists who can 
as easily afford two weeks in 
Kenya as two weeks on 
Crete. Zimbabwe habt 
long found big-game 
hunting an even more - 
lucrative use for its — 
elephants. A group — 
of American or | 
West German hunt- 
ers stalking one of the 
100-200 elephants a year - 
that are allowed to be 
killed can easily spend $15,000 — 
all told, some of it going to local ` 
people who work as guides and bear- — 
ers. That is perhaps five times as much as 
those same people could make by poaching - ig 
an elephant themselves. Some hunters ar- — 
gue that their very presence, armed to the © 
teeth with guns and field glasses, is a deter- 
rent to poachers. They are probably right. — 
How long has the elephant got? New — 
population projections, just carried out by a 
group from Imperial College, London, sug- 
gest that, at the rate of decline seen in 1986, 
elephants could be gone by about 2010. A 
the rather slower rate of loss seen in 1987, 
they might last until the 2030s. 
Such projections are uncertain, though. 
Elephants are highly social animals, The — 










`. older creatures get killed first: the big bull, 


tuskers, then the older cows, and now al^ - 
most anything with tusks. The result is à 
breakdown in the social structure of herds, 
with a growing number of orphaned young- 
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The group at Imperial College reckons 
about 40% of the deaths resulting from 
ting the savannah elephants are caused 
i ling mothers with calves under ten 


One rough and ready way to check esti- 
of elephant populations is through 
trade in raw ivory. In the past year econ- 
iists, zoologists and ecologists in the Ivory 
le Review Group, set up by the AERSG, 
2 been trying to piece together the scale 
d direction of the world ivory trade. Some 
results appear in the chart below and 
table on the next page. These figures 
ar little relation to the published customs 
tistics of exporting countries. They are 
stakingly reconstructed from importing 
ntries' figures, since they have little in- 





group reckons that 6,828 tonnes of 
may have been exported between 1979 


be : a low figure. More ivory will have 
n used in Africa's own carving industry 
orked” ivory is notoriously difficult to 
k) or lie buried in the bush, waiting for 
inevitable rise in the world price as ex- 





less CITES has been to control the ivory 
trade. Under a quota system set up in 1986, 
ivory exports are supposed to be authorised 
by cites. The quotas are based on the fig 
ures that exporters themselves think repre- 
sent a sustainable yield. In 1986 cites autho- 
rised the export of some 108,000 tusks. That 
would have represented more than 50,000 
dead elephants—ten times the annual figure 
that some conservationists regard as Afri- 
ca's sustainable yield. 

In fact, actual exports recorded by CITES 
were only 60,000 tusks. Good news? Not at 
all. At roughly 4.7 kilos a tusk, that repre- 
sents some 282 tonnes of ivory. The ITRG’s 
figures suggest the true total was more than 
double that. Rather than bother with the 
paperwork to get a quota authorisation, 
most traders found it simpler to smuggle. 

And where does the raw ivory go? Its fi- 
nal destinations vary from year to year, as 
the chart below shows. Some of the biggest 
importers (Belgium, Hongkong) are also big 
exporters. And some net importers (such as 
Hongkong and Macao) export much of 
what they buy as worked ivory. The domi- 
nant market has long been in East Asia, and 
especially in Japan, where ivory is particu- 
larly prized for making hankos, personal 
seals used by some Japanese in place of a sig- 
nature. Japan alone accounts for perhaps 
40% of the ivory market. 

From the ITRG figures, it is possible to 
see how little Africa gains from the slaughter 
of the elephants. Total exports of raw ivory 
are worth some $50m-60m a year. That is 
only 0.2% of Africa’s merchandise exports 
(if one excludes South Africa and the Medi- 
terranean states). 

Even so, exported ivory could still bene- 
fit some of the world’s poorest countries. 
Managed sustainably, Africa’s present ele- 
phant population could yield 50 tonnes of 


ivory a year. If Africa were OPEC, it would 


auction that off— perhaps for $10m a year. 
As it is, in most countries the money finds 


its way into a few pockets. Some nearly went 


to Indonesia's ambassador to Tanzania. 
When he was stopped at Dar es Salaam air- 
port in January, his luggage contained 184 
tusks and a number of ivory carvings, in- 
cluding a statue of Jesus. In Zaire, Mozam- 
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To ban ‘fe Glee seems és obvious wat 
to stop it. The momentum behind a ban ha: 
gathered pace at an astonishing rate in the 
past month. “Tve been in conservation fo! 
ten years,” says Mr Simon Lyster of the 
World Wide Fund for Nature in Britain 
“and I have never known such a rapid re 
sponse by governments." Since early Jun: 
there has been a rush of international vir 
tue. Prodded by the press, Britain banned al 
imports of raw and worked ivory in June. 1 
was swiftly copied by the rest of the Eurc 
pean Community and by the United State: 
More amazing to conservationists was th 
announcement of a ban by Dubai, one o 
the main entrepot centres for the tusk tradi 
and, a week later, an announcement by ]a 
pan that it was banning all imports c 
worked ivory, and all raw ivory which doe 
not come directly from African produce 
countries, authorised by CITES. | 

Will it work? Conservationists point § 
the splendid recovery in the numbers of wil: 





cats—including leopards—since they re 


ceived an Appendix 1 listing. Sceptics poin 
to the fact that the black rhino has been o: 
Appendix 1 since the list started, back i 
1975; in that time its numbers have crashe: 
from 500,000 to fewer than 40,000. The di: 
ference is that leopard skins were a fashio: 
fad in Europe and America; when people re 
alised the danger to the leopard, the 
stopped buying leopard-skin coats. The rh 
no's horn goes to make dagger handles i 
North Yemen and cures for fever in Ea 
Asia. Not many members of Greenpeace i 
either place. 

The countries that have most welcome 
the ban are those— Tanzania, Kenya, Zan 
bia—which need the elephant as a touri: 
lure, but have been too inept or corrupt t 
prevent poaching. Those that will oppose 
CITES moratorium at the Botswana meeti 
are the countries of the south—South | 
rica, Botswana, Zimbabwe and. Malawi- 
which have been most successful in preven 
ing poaching. They stand to lose their rev 
nues from legal culling. They may well d 
bilateral deals with Japan, which has alreac 
announced its intention to continue t 
trade with "managed" states. 

Those who support a ban argue that d 











istence of a legal trade in ivory makes it 
sasier to sustain the illegal trade. Shipments 
of illicit ivory have been given retrospective 
^ITES authorisations, or been given fake 
CITES certificates. Only by making all ivory 
rade illegal will it become easier to police it. 
> Conservationists hope particularly that 
the ban on illegal imports by Japan will 
knock the bottom out of the market. Al- 
ready, they say, Burundi has perhaps 90-100 
tonnes of poached ivory stockpiled, waiting 
for the price to soar; Hongkong has stocks 
of 500-700 tonnes stashed away. A wide- 
spread ban, coupled with Japan's conver- 
sion, will make these stocks less valuable. 
Those who own them, deprived of the lucra- 
tive Japanese market, will frantically signal 
to the poacher gangs to stop, before they 
flood a shrunken market. 


How bans backfire 

À much more probable effect of a ban will 
le to drive up the price of ivory even faster. 
For some people who now buy legally im- 
ported ivory will buy smuggled ivory in- 
stead. If legal supply is choked off, but 
poaching continues as before, the increased 
demand for smuggled tusks will raise their 
black-market price. 

—. That will raise the profitability of poach- 
ing, and increase the risks poachers are will- 
ing to take. As the elephants of 
the east and centre of Africa 
die out, the poachers will in- 
creasingly move south. Coun- 
tries like Zimbabwe and Ma- 
Tawi, in a new kind of front 
line, will suffer most. Zimba- 
bwe's failure to protect its 
black rhinos from massacre 
suggests that it might find an 
onslaught of elephant-poach- 
ers difficult to resist, too. 

A ban will drive the ivory 
p underground, making it 
Ms hard to police as cocaine 
‘smuggling from the forests of 
‘Latin America. If only one ex- 
porter and one importer refuse 
to take part in the ban, its chances of work- 
ing are reduced. What chance of getting law- 
less Zaire to sign up? Yet several African 
countries have acted as entrepots at one 

time or another, including the Central Afri- 
can Republic, Somalia, Sudan and Burundi. 

Indeed, for many years tiny Burundi, sand- 
wiched between Zaire and Tanzania, had 
just one elephant. In 1986 this prolific beast 
produced 23,000 tusks, all carefully 
„documented as originating in the country. 
... And there will still be willing importers. 
“Already, the main carving industry has be- 























-starry-eyed - conservationists 





gun to shift to Macao, as 
Hongkong tightens the rules. 
The profit margins on carv- 
ing smuggled ivory are 
higher: raw "quota" ivory 
sells for a large premium, but 
the price difference vanishes 
once the ivory is worked. So 
the incentive to use smuggled 
ivory as raw material is great. 
Several countries might play 
willing hosts to Hongkong's 
carvers, if they chose to move 
on: Taiwan, Thailand and 
China, all with welcoming. 
domestic markets, or Burma - 
and the Koreas, which have 
not even signed the CITES 
treaty. | E 
Indeed, it is still not clear 
how much effect Japan's deci- 
sion will really have. The less. 


suspect that it represents not 
an onset of animal-loving, 
but a triumph for Japan's ivory traders, who 
have long wanted to cut out competition 
from cut-price carvers in Hongkong. They 
wonder how Japan proposes to make sure 
that only authorised ivory comes into the 
country. Certainly by the time it reaches the 
streets of Osaka, poached and 
legal ivory are  indistin- 
guishable. 

Without a ban, how else 
can the world help the ele- 
phant to survive? The most es- 
sential part of any solution is to 
shame all African states into 
adopting the high quality of 
policing and management 
practised in the handful of 
southern states. Black states of 
east and central Africa should 
be appalled to compare their 
record of slaughter with that of 
white South Africa’s Kruger 
National Park, an area the size 
of Israel, where there has not 
been a single poaching incident for two 
years. The reason? The game scouts are well 
paid, well trained and well motivated. Ke- 
nya’s, by contrast, do not even have uni- 
forms, let alone salaries high enough to at- 
tract incorruptible recruits. 

The fact that Kenya has recently ap- 
pointed Mr Richard Leakey, a staunch critic 
of corruption in government, as its director 
of wildlife, is a good sign. He is already trying 
to equip park wardens properly and to pay 


them decent wages. He needs money, time 


and plenty of political backing. 




















































































well, nothing other co 
do will have much effe 


ever, help with the. 
sion by stumping u 
sums of cash. Alrea 
programmes are inc 
augmenting the sums 
by conservation groups. 
cally, if the rest of the 
wants the elephant 
vive, then it should no 
compensate África for 
of lost exports, but h 
foot the bill—of p: 
$80m-100m—for an eff 
war on poachers. | 
The more African. 
tries can profit from their 
elephants the better. 
back-of-an-envelope 
of tourists in Kenya 
Gardner Brown, of the University o 
ington in Seattle, found the average 
happy to pay a $100 surcharge to prot 
elephant. Even allowing for five-fold 
geration, that suggest Kenya's lm 
park tourists could bring in an extra 
year in revenues: one-third as much 
Africa makes from killing the beasts. 
Opinion in the ivory-buying cour 
of East Asia urgently needs to chang 
In particular, a big publicity cam 
needed to make the Japanese as embarr: 
about buying ivory as Ámericans are at 
ing leopard-skin coats. Every bit as in 
tant as better conservation in Africa i 
need for a change of attitude among 
Japanese ivory-collectors. | 
Finally, crres needs to be made mo 
fective. Its staff is too small to cope wit 
huge task of keeping tabs on the tra 
tusks, One interesting idea has been p 
ward by Japan. It hopes to win agree 
from the African ivory exporters to set 
central auction centre in Switzerland. 
revenues would go to producer go 
ments. In addition, a 10% tax would 
ied on all sales, one-tenth of which we 
to the CITES secretariat, the rest to a fi 
the conservation of the African elepha 
It would be a tragedy if, by thee 
the century, only a few thousand of Af 
elephants survive. That is less likely to 
pen if countries concentrate on mak 
existing machinery of conservation 
better, rather than rushing headlong i 
ban that makes matters worse. 
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A last grand slam for China’s 


old master 


FROM OUR CHINA CORRESPONDENT 


The shocks from China continue to shake East Asia. In the next three pages 
we look at the temporary resolution of China’s power struggle, at Taiwan’s 
reaction to this spring’s events, and at Japan’s indecision over them 





FE HE pronouncement of guilt was chill- 
A ing: “At the critical juncture involving 
the destiny of the party and state, Zhao 
Ziyang made the mistake of supporting the 
turmoils and splitting the party.... The 
mature and consequences of his mistakes are 
very serious." How serious—both for Mr 
Zhao; now out as China's party boss, and 
for China itself— is still far from clear. 

os What is clear is that, all recent rumours 
‘notwithstanding, one man has strengthened 
his grip as emperor of a fifth of the world’s 
people. To put an end to the threat of politi- 
‘eal liberalisation which Mr Zhao repre- 
sented, Mr Deng Xiaoping, the 84-year-old 









chain-smoking and bridge-playing leader of 








rina, had to give a lot of hostages. Some 
: the old conservatives he had been at 
ase out of power two years ago be- 
£t they opposed the economic reforms 
he then favoured (and probably still does). 
These elders, notable among them Mr Peng 


Zhen, 87, and Mr Chen Yun, 84, were 


989 











: ECONOMIS: 





prominently on hand at the meeting of the 
Communist party's Central Committee on 
June 24th that sealed the fate of Mr Zhao. 

Mr Deng will now have the headache of 
dealing with them, and the bigger one of 
containing the power struggle over his suc- 
cession. He will be plagued by the increased 
authority of President Yang Shangkun, 82, 
who seems to have been chiefly |... 
responsible for directing last 
month's crackdown on the stu- 
dents in Tiananmen Square. 
For all that, the shape of Chi- 
na's leadership—and in par- 
ticular the composition of the 
new Standing Committee of 
the party Politburo—shows 
how much this China is still 
Deng's China. 

As for the 71-year-old Mr 
Zhao, his present fate is mere 
disgrace. The Central Com- 
mittee voted (unanimously, of 


. ment, maybe eve 
come worse: "split 






Yang Shangkun 
































course) to sack him as the party's 
secretary and as first vice-chairma’ 
Central Military Commission (v 
chairman). He was also removed 
party's Politburo and Central : 
He remains an ordinary} 
along with more than 47r 

It could have beet 
making "mistakes", M 
been called a “countera 
would have meant : 


mistake—and the € 
decided, ominously, "t 
his case”. IZ Pe 
The fate of China itself i 
fathom. In the past two months it | 
from the euphoria of peaceful studet 
test through the bloody clear 
Tiananmen Square on June 4th: 
present state of intimidation and repr: 
Hundreds, perhaps even thousands, o 
onstrators are now dead, killed by th 
ple's Liberation Army for: naive 
ing “democracy” and an open dialo 
their government, Officially announcec 
cutions have so far numbered 33a 
most 2,000 of the living are under: 
Led by Ámerica, western government 
suspended military sales, high-level co 
and government credits. This weel 
World Bank decided until further noti 
put off consideration of some $780m in 
loans to China. AS 
The People 5 Daily, an official n 
per that now carefully toes the governi 
line, at least has the question right: 
the riot, the Chinese Communist p 
people are thinking with sobriety, w 
entire world is watching— Where is’ 
going?" | 
Part of the answer will presumabl 
from Mr Zhao’s successor, Mr Jiang 7 
a sprightly 63. Mr Jiang will have - 
leagues-on the most influential par 
the Standing Committee of the Po 
m [hree were there b 

. upheaval: Mr Li Peng, 
dour prime minister à 
my of Mr Zhao's con 
line on the students; Mi 
Shi, 65, the supposedly 
minded boss of party 
and the secret police; ai 
Yao Yilin, 62, a friend: 
central planners. The twi 
comers besides Mr Jiang 
. Mr Li Ruihuan, 55, the: 
. nomically liberal mayor. 
port city of Tianjin; and 
Song Ping, 72, an econ 



































































x likes—starting with Mr 
', the new top party man. 
vas the Sept of Shanghai 
| 1985 until April last year, 
n he became its party boss. 
Jiang will supposedly sup- 
the "open-door" eco- 
ic reforms that the Peo- 
| Daily says will 
tinuously improve" Chi- 
- socialist system. More- 
, given his fluency in Eng- 
and Russian (and reputed 
wledge of French, Roma- 
| and Japanese), foreigners 
ht to find him at least as ur- 
ne as Mr Zhao. 

..So much for appearances. 
r all his urbanity, Mr Jiang 
like Mr Li Peng—yet an- 
 Russian-trained party- 
|; (he worked at the Stalin 
mobile Factory in Mos- 
.He is also thought to 
been a far less effective 
t.of Shanghai than his 
essor, Mr Zhu Rongji. His 
pen-door” economic views 
bably i impress Mr Deng less 
an his loyalty. Not only is he 
son-in-law of a former pres- 
dent and present hardliner, 
Mr Li Xiannian; he is politi- 
lly reliable. In April he in 
riated Shanghai's students 
sacking Mr Qin Benli, edi- 
of the World Economic 





Hu Yaobang, a disgraced 


liberalisation 
suppression of “counter- 
ut rebellion": a 

g combination of quali- 
¿Mr Deng's eyes—and 
hat is repeated elsewhere 


ance, made his name in 
for being not only an 
mic reformer but also an 
usiastic ^ student-basher 
ig an earlier wave of un- 
n.1987. Mr Deng can take 
'greater satisfaction from 
whole of the Standing 
mittee than from its parts: 
expanded to six members 
five, it will fall more easily 


lock on any big question. 

jut victory may r bei llusory. 
pite talk of wholesale 
‘ges throughout China, Mr 
ng has not felt able to 
uash: many of the reformist 


es of Mr Zhao. Men like Mr 





isa cast of characters Mr 


erald, for articles praisingthe — 


ine-up. Mr Li Ruihuan, 


his influence if it reaches B 





Jiang Zemin 


Li Peng 





Qiao Shi 


Yao Yilin 





Song Ping 

















Tian liyun, a deputy prime 


minister, remain on the 15- 
man Politburo. Only one of Mr 
Zhao's friends—the propa- 
ganda chief, Mr Hu Qili—was 
purged from the Standing 
Committee along with him. So 
there will be plenty of scope for. 
dissent, and for fighting back, 
especially over the question of 
who will succeed Mr Deng. 
This is why Mr Qiao Shi is 


rumoured to have declined the 


top party job. Liu Shaoqi, Lin 


Biao, Hu Yaobang and now Mr 
Zhao: at one time or another 
during the past 25 years, all 
were designated heirs thrown 
out before they could assume 
the mantle of supreme power. 
Mr Jiang cannot be sure that 
he won't go the same way. 


The country itself is no - 


more settled. A bomb went off 
in a train outside Shanghai on 
June 27th, killing more than 20 
people. It may have been sabo- 
tage, or provocation; it was cer- 
tainly a sign of persisting un- 


rest. Many of Mr Deng's. 


"guilty" are escaping his po- 
licemen's net. Those who have 
wriggled free include Mr Yan 
Jiagi, a dissident political scien- 
tist, and his wife. Another, ac- 
cording to unconfirmed re- 
ports in Hongkong, is Mr Wan 
Runnan, the manager of Chi- 
na's private-sector Stone com- 
puter company. The most po- 
tent of all is Mr Wuerkaixi, the 
21-year-old Beijing Normal 
University student who in- 
spired the hunger stike in 
Tiananmen Square and then 
told Mr Li Peng on live televi- 
sion to "stop beating around 
the bush” and answer the call 
for democracy. 

Any lingering hopes of the 
dissidents, however, smack 
more than ever of wishful 
thinking. The central truth of 
the past few weeks has had lit- 
tle to do with ideas and a lot to 
do with the resolve of the 
Communist party to preserve 
its power unchallenged: lt is 
ruthless enough to cow the 
Chinese and frighten China's 
neighbours—from nervous 
Hongkong, which Britain's for- 
eign secretary, Sir Geoffrey 
Howe, tries to reassure on a 
visit beginning this weekend, 
to hesitant Taiwan and even 
wealthy Japan. 
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Note the contrast 


FROM OUR CHINA CORRESPONDENT TAIPEI 


O GLOAT would be easy. The Com- 

munists’ "bandit regime" on the main- 
land, letting slip its mask of reform, has 
butchered China's young. By contrast, the 
Republic of China— restricted for the past 
40 years to the island of Taiwan—offers its 
20m citizens wealth and, increasingly, politi-- 


— cal freedom: income per head is $6,000 a 


year and a parliamentary election is due in 
December. Mr Shaw Yu-ming, spokesman 
for the Kuomintang government of Taiwan, 
says with feeling that Taiwan is for the main- 
land a “beacon of freedom and democracy". 
In fact, the gloating has been minimal. 
Not until May 21st, the day after China de-. 
clared martial law, did Taiwan “proclaim to, 
our mainland compatriots” that it su; 
ported the democracy movement. Not unt 
the June 4th massacre in Tiananmen Square 
did President Lee Teng-hui break his silence 
to dénounce "this mad action" and the 
"Communist t tyranny” that is. “the shame of 
all the Chinese people of the world". 
Why the self-control? The official ex- 


















planation is that Taiwan did not want to in- 


vite the accusation that it was helping to. or- 
ganise the democracy movement in Beijing. 
Once the students spontaneity was clear— 
and the regime’s ruthlessness obvious— Tai- 
wan could show its feelings: in a gesture of 
support at the end of May, Im or more Taie 
wanese joined hands in a line stretching 450 
miles from Keelung in the north to 
Kaoshiung in the south. Now Taiwan is of- 
fering scholarships and passports to Chi- 
nese students overseas afraid to return to 
the mainland. More than 80 students have 
applied to Taiwan’s: unofficial: embassy in 
Tokyo, and more than 400 in America. — 
There are other reasons for cautio 
One is the age factor. Despite President 
Lee's determination to pension off legisla- 
tors who were last elected in 1947 (on the 
mainland), his party possesses even more oc- 
togenarians and above than Mr Deng's 
Communist party. Will the behaviour: of 
China's elders draw attention to Taiwan’s? 
The government also had to look at its 
two-year-old policy of opening doors to the 
mainland. Under this policy, more than 
500,000 of Taiwan's 20m people have gone 
there. It was hoped that this year trade with 
the mainland, via Hongkong, would be 
worth $3.3 billion: It is an open secret that 
Taiwanese businessmen own many a factory 
in China's Fujian province. Can President 
Lee justify these rather surreptitious deal- 
ings with a Communist regime now living 
up to all the Kuomintang's worst insults? 
The considered answer is that Taiwan 
would have nothing to gain—and mainland 
democrats much to lose—if the policy were 








What redid Chiang Kaishek think? i 






1anged. Balloons float off to the mainland 
with. Taiwanese newspapers and transistor 
radios; broadcasting to the mainland is 
louder and stronger. And the contrast with 
Taiwan's own politics is more marked than 
ever. Opposition parties are now legal, 
rather than simply tolerated. The new cabi- 
net, led by Mr Lee Huan, renders the old 
guard more or less irrelevant. The Decem- 
ber election will ensure that roughly half of 
the legislature has been elected in Taiwan. 
It might be supposed that the savage re- 
turn to conventional communist ways on 
éhe mainland would encourage those who 
want to proclaim the island's independence; 
to the Kuomintang, that is still treason. In 
fact, opinion polls show that support for a 
declaration of independence has not grown 
(possibly because Taiwanese fear it might 
bring invasion from the mainland). But the 
spring s events are bound to make Taiwan's 
de facto independence ever more obvious. 
kss than two months ago, when Taiwan 
sent its finance minister to the Asian Devel- 
opment Bank's meeting in Beijing, there was 
talk in Taiwan of the “one country, two gov- 
ernments" formula. As the Kuomintang’s 
old guard dies off, the reality may increas- 
ingly be "two countries, two governments” 





Japan and China 


Thieves at a fire 


FROM OUR TOKYO CORRESPONDENT 


IRST out when the shooting started. 

First back in as soon as the People's Lib- 
eration Army had finished mowing down 
the pro-democracy demonstrators in Tian- 
anmen Square. Japan's own army of grey- 
suited businessmen has been yet another 
source of embarrassment for Mr Sosuke 
Uno's shaky government (see next article). 
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Against their own foreign ministry's advice 
to avoid China while the unrest continued, 
Japanese businessmen started. streaming 
back last week as "tourists". Discomfited of- 
ficials said the salarymen scurrying off to 
Beijing were like "thieves at a fire”. 

Not that Mr Uno did himself any good 
by his own response. The new prime minis- 
ter meekly called the bloodshed in Beijing 
“regrettable’’. He suggested that a measured 
reaction would put Japan in a strong posi- 
tion to offer neighbourly advice to China. 
That may be; but the prime minister was 
hushed up after he went on to tell parlia- 
ment that Japan was handling relations with 
China far better than America was. 

Belatedly, Japan has now joined the 
United States and the European Commu- 
nity in condemning the killings. But it 
refuses to take punitive steps. The Japanese 
foreign minister, Mr Hiroshi Mitsuzuka, 
said in Washington this week that Japan 
would do no more than consult closely with 
America on how to prevent China from be- 
coming isolated from the rest of the world. 

Not all Japanese politicians agree with 
this line. One member of parliament, Mr 
Koji Kakizawa, who chairs the ruling Liberal 
Democratic party's foreign-affairs depart- 
ment, said any more pussy-footing by the 
Japanese government and his group would 
table a list of economic sanctions against 
China. The opposition concurs. The Com- 
munist party has been savage in its con- 
demnation of the Chinese regime, and the 
leader of the Socialist party, Miss Takako 
Doi, lambasted China in parliament and 
lodged a protest with the Chinese embassy. 

Another voice of public censure came 
from Mr Takashi Ishihara, chairman of 
Nissan Motors. Wearing his hat as chief sec- 
retary of the Keizai Doyukai (Japan Associ- 
ation of Corporate Executives), Mr Ishihara 
denounced the government for its mildness. 


repe in China | 


Some noted that Mr Ishihara's company 


sells only 10,000 vehicles a year in China, 


but more than 500,000 in America. 

In this Nissan is unusual: China is fast | 
becoming Japan's third largest overseas 
manufacturing base in Asia (after Thailand — 
and Malaysia). Japanese companies have 
spent $2 billion building factories in China 
during the past five years alone. It was wrong 
to criticise Japanese executives as "economic 
animals" for hurrying back to China, pro- 
tested Mr Eishiro Saito, president of the 
Keidanren (Federation of Economic Orga- 
nisations). They had investments to protect, 
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Yet it is not only the fear of losing prof í 


its that tempers Japanese criticism of China. 


Many Japanese are more than a little uneasy — 
about lecturing a country where their own — 


soldiers once went on a bloody rampage. De- 


spite their Peace and Friendship Treaty in .— 
1978, the Chinese have never forgiven the - 


Japanese for the "Rape of Nanjing" in the 
winter of 1937-38. The number of Chinese 
civilians killed by the Japanese during a six- 
week reign of terror is put at 142,000; 
20,000 women are said to have been raped; a 


third of Nanjing was burned to the ground. — 


The Chinese are skilled at milking this ~ 


history. But Japan's foreign-policy planners 
have deeper reasons for handling China | 
with care. With China and the Soviet - 


communist giants in varying states of up- - 
heaval, the balance of power in East Asia is 
in a delicate state. President Bush has been 
gently reminding Americans that the 
United. States has geopolitical interests as 
well.as democratic and humanitarian ones 
in China. Is Japan's caution motivated by 
early stirrings of some such great-power 
thinking of its own, or by the more familiar 
Japanese habit of letting money-making be 
its foreign-policy guide? 
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"CHE Japanese are even less impressed 
. with their new prime minister, Mr Sosu- 
E than they were a month ago when 
he was thrust upon them by the ruling Lib- 
al Democratic party at the end of the Re- 
eru scandal. They harbour harsher feelings 
o pe party itself and said so, in no uncer- 
n terms, in a by-election on June 25th in 
eepy rice-growing Niigata prefecture. The 
ae rvative voters of this ruling-party 
st ES did the unthinkable: they 
ected a Socialist woman to fill a vacancy in 
the upper house of the Diet (parliament). 
| _ Mrs Kinuko Ofuchi, a 44-year-old 
nother of two who works in a car-parts fac- 
| or y, was a newcomer to politics. Her Liberal 
Democratic opponent, well known and lav- 
s E financed, was Mr Hideo Kimi, a vice- 
sident of Niigata TV and the son ofa for- 
mer prefectural governor. Yet Mrs Ofuchi 
Ti oit inced him, by 560,000 votes to 482,000. 
uling-party bosses were flabbergasted. The 
tief cabinet secretary; Mr Masajuro Shio- 
: awa, admitted that ‘the government was 
‘deeply shocked". All the party's projec- 
ior s had suggested that Mr Kimi would win 
wit at least 20,000-30,000 votes to spare. 
Eh loss happened i in part for predict- 
reasons. Ever since January farmers 
ve been up in arms about the govern- 
ent’ s attempts to open Japan's market to 
o oreign beef, oranges and other foods. Then 
came the Recruit scandal and an unpopular 
o consumption tax. So the Liberal Demo- 
cre rats were resigned to taking some lumps. 
.. Yet it now looks as though the voters’ 
rath has been intensified, not calmed, by 
> Uno's appointment. The party was 
Ba anking on the new prime minister’s aura as 
a dull but honest politician to save it froma 
humiliating defeat in this month’s upper- 
he ouse election. For the newspapers, how- 
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dull. He was barely in office before journal- 
ists began uncovering his seamy private life. 

Miss Mitsuko Nakanishi, a waitress in 
the Kagurazaka geisha district of Tokyo, was 
the first to talk. She said that Mr Uno paid 
her ¥300,000 ($2,000 in today’s money) a 
month for sex over a five-month period in 
1985-86. In a television interview broadcast 
from a Buddhist temple last weekend, Miss 
Nakanishi gave damning details of the 
prime minister’s rudeness and coarseness. 
“A person who is unsympathetic to those 
weaker than him, what good is he in politics 
at important times like this?” she asked. Mr 
Uno has refused comment. 

The issue is not about to die. Journalists 
have spent the past few weeks scouring the 
hostess bars of Tokyo and Kyoto, working 
up stories from other part-time prostitutes. 
These stories suggest that before he was un- 
expectedly tapped on the shoulder to be- 
come prime minister, the independently 


wealthy Mr Uno indulged his partiality for: 


pretty faces—belonging to girls as young as 
17 (legally under-age in Japan) and women 
as mature as 63. The popularity of Mr Uno’s 
cabinet sank to 16% this week. The shame- 
faced prime minister reportedly made a half- 
hearted offer to resign, but was told by his 
bosses not to be so silly (he has hotly denied 
this report). 

They are now keeping him off the cam- 
paign trail (officially so he can prepare for 
the Paris economic summit beginning on 


Ladies’ day 


FROM OUR TOKYO CORRESPONDENT 


HE woes of Japan’s ruling party have 

driven a wedge between the opinions 
of women and men. A recent poll by the 
Yomiuri Shimbun newspaper showed 
that the percentage of women who sup- 
port the Liberal Democrats is seven 
points below the percentage of men who 
do. At the end of 1987 the gap was only 
two points. 

One reason for this is that women, 
who go shopping every day, are the ones 
who feel the pinch of the new 3% con- 
sumption tax. Many shopkeepers took 
advantage of the tax to raise their prices; 
women blame the government. Mrs 
Kinuko Ofuchi, who won the Niigata by- 
election, made repeal of the consump- 
tion tax the main plank of her platform. 

Opinion polls also show that women 
take a fiercer view of Mr Sosuke Uno's 
peccadillos than their husbands do. This 
is a new phenomenon. Mr Kakuei Ta- 
naka, a prime minister in the 1970s, was 
known to have not only a clutch of mis- 
tresses but several illegitimate children as 
well. That provoked no voters’ revolt, of 
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of the Liberal Democrats’ radical reforme 
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ch). An election to the "Toldos metro- 
politan assembly is due on July 2nd, and 
party leaders are treating it as a full dress re- 
hearsal for the partial upper-house par- 
liamentary election on July 23rd. 

The upper-house election could bring 
real trouble. The experts are saying that the 
ruling party's chances of holding its overall 
majority now look poor. This would matter. 
Legislatively, the upper chamber simply rub- 
ber-stamps the work of the lower house. But 
in principle it has a say in naming the prime 
minister. This made no difference while the 
Liberal Democrats held a majority in both 
houses, but that could now change. The rul- 
ing party will be selecting its next leader in 
October, if not before. A Socialist alliance 
newly in control of the upper house could 
veto the Liberal Democrats' choice. 

If Mr Uno is out, either because his own 
party dumps him or because the upper 
house vetoes him, who might be in? The sta 
















rising again. Mr Masayoshi Ito, 75, w 
asked by the party barons in May to replace 
Mr Noboru Takeshita as prime minister. He 
refused: when it became clear that they 
would not give him the power to cleanse the 
party of its corrupt money-politics. 

Mr Ito, more popular than ever, is the 
only senior Liberal Democrat to be in de- 
mand on the campaign trail. Both he and 
the barons have learned something since 
they failed to make a deal in May. Mr Ito 
may be Mr Clean, but he has ambitions of 


either men or women. 

The Socialists are the only party in a 
position to capitalise on women's disap- 
proval. Their leader, Miss Takako Doi, is 
a woman. The Socialists have also put up 
more women candidates this year than 
ever before: nine as candidates for the 
Tokyo municipal elections on July 2nd, 
and 16 for the upper-house election on 
July 23rd. The comparable figures for the 
ruling (and much bigger) Liberal Demo- 
crats are two and five. 

The Socialists, moreover, have been 
promoting not pretty faces but women 
with experience and intellect. In some 
sections of the ruling party, by contrast, 
there is a strong view that women are 
best at tea-pouring and entertaining. 
Most of the Liberal Democrats’ women 
candidates are actresses or newsreaders. 
One accomplished exception is Miss 
Mayumi Moriyama, already a member of 
parliament. She was expected to join Mr 
Uno's cabinet but did not pass muster 
with the old guard. Many more Niigatas, 
and the old guard may be rethinking. 
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is own—if not as prime minister, then at 
least as the grand architect of Japanese po- 
litical reform. The elders, for their part, are 
being painfully reminded every day how 
much they need a Mr Clean. If for the sec- 
ond time a disgraced and failed prime minis- 
ter must be replaced, both Mr Ito and the 
barons are likely this time to find themselves 
much closer to a handshake. 





Riding the Tiger 


FROM OUR COLOMBO CORRESPONDENT 


COUPLE of weeks ago, when the gov- 
ernment of President Ranasinghe Pre- 
madasa asked India to get its 45,000 troops 
out of Sri Lanka by the end of July, it seemed 
o be saying, "Let us fight our own battles!” 
b: week it tried a different tack: “Look! 
We've stopped fighting. Now leave us in 
peace." That was the message behind the 
announcement on June 28th that the Tamil 
Tiger guerrillas were ending their 17-year- 
old war against the Sri Lankan government. 
This is, in fact, a grim turn of events. It 
threatens to end in a serious confrontation 
between India and its small neighbour and 
in even more bloodshed in Sri Lanka itself. 

The Sri Lankan government and the Ti- 
gers issued a statement saying they had 
agreed on an end to hostilities. Everything 
from now on could be decided by peaceful 
segotiation. Everyone— Tamil, Sinhalese or 
Muslim—should rally around Mr Prema- 
dasa's call for a complete Indian withdrawal 
by the end of July. On the same day India 
made its response to his request: it said no. 
But the agreement between the Tigers and 
Mr Premadasa's government will present In- 
dia with a sore test. 

After all, its peacekeeping force came to 

i Lanka in 1987 with the purpose of sepa- 
rating the Sri Lankan army and Tiger guer- 
rillas, who were bitterly fighting each other 
in the northern Jaffna peninsula. India sent 
Sri Lanka's soldiers back to their barracks 
and then staged a series of offensives against 
the Tigers when they refused to lay down 
their arms. Now that the Tigers have agreed 
to surrender the gun, what reason is there 
for India to stay? 

The hard-boiled reason is that Mr Rajiv 
Gandhi, India's prime minister, is not about 
to let himself be humiliated in an election 
year by recalling his troops too hastily. The 
statesmanlike reason is that India's troops 
have become much more than a simple 
peacekeeping force. They are the Tigers' im- 
placable enemy, the only force that has 
shown itself capable of keeping the guerrillas 
at bay. And India has become the protector 
of the formerly separatist Tamil groups— 
notably the Eelam People's Revolutionary 
Liberation Front (EPRLF)—that have had 
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the courage to go along with the peace plan 
for the north and east of the island. 

Remove the Indians and Sri Lanka 
could fall apart. The EPRLF is becoming con- 
vinced that Mr Premadasa's government 
has made a deal to let the Tigers liquidate it 
once the Indians go. It has declared that it 
will make a unilateral declaration of inde- 
pendence the moment the provincial coun- 
cil for the north and east, which it controls, 
is dissolved under the terms of this week's 
agreement between the Tigers and the gov- 
ernment. Already, some 15,000 young Tam- 
ils have been forcibly conscripted by the 
EPRLF for training in Indian camps. 

The EPRLF has good reason to fear what 
is increasingly looking like a devil's pact be- 
tween Mr Premadasa and the Tigers. Above 
all, the Tigers want the Indians out. More 
than 900 Indian soldiers have died fighting 
during the past 20 months, but the Tigers 
have lost more than 500 from a much small- 
er force. Once the Indians have gone, the 
Tigers will be able to resume the war at will. 

For his part, President Premadasa needs 
to relieve the pressure being put on him by 
the People's Liberation Front (jvp), an ex- 
treme Sinhalese nationalist group. The Jv», 
which says the government betrayed Sri 
Lanka by letting the Indians in, has brought 
Sinhalese areas of the country to a standstill 
with strikes and sabotage. 

The president, encouraged by popular 
support for his stand and ignoring the ad- 
vice of his wiser ministers, is heading for a 
collision with India. He has ordered Indian 
troops on the island confined to their bar- 
racks after the end of July. He has told his 
foreign minister to boycott a meeting of the 
South Asian Association for Regional Co- 
operation to show his displeasure with In- 
dia. After this Tiger ride, more than just Mr 
Premadasa are likely to end up inside. 





Thailand 


Not so tolerant 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


EMPLES by day, massage parlours by 

night. A paradox? The spirit of Thai- 
land is so relaxed that easy morals and firm 
Buddhism have seemed to coexist quite hap- 
pily. But not everyone approves. The uneasy 
mix is behind a new row about the state of 
Buddhism in Thailand. 

Phra Bodhirak (Phra is a religious title) 
is head of Santi Asoke, a Buddhist sect that 
preaches especially pure ways and simple liv- 
ing. His denunciations of mainstream 
monks for moving away from the simple 
teachings of Buddha have made him so un- 
popular with the religious authorities that 
the Supreme Council of Buddhists has or- 
dered him to defrock. He has refused. On 
June 19th the state stepped in. The rebel- 
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lious monk, who was once a television 
personality and song writer, was arrested 
and told to defrock. He has changed his 
brown robes for white ones, but will not ut- 
ter the recantation required of him. T 
Phra Bodhirak's sect has a strong fol- 
lowing in Bangkok. One supporter is Major- 
General Chamlong Srimuang, the ascetic 
opposition-party governor of Bangkok (he is — 
a vegetarian and sleeps on a plank). The gov- 
ernment takes a more hostile view. It kept - 
his arrest from being covered on television. 
and radio. The event has, however, made | 
newspaper headlines and Phra Bodhirak has - 
been giving well attended press conferences. - 
Some prominent people, including Mr 
Kukrit Pramoj, a former prime minister, ac- _ 
cuse Phra Bodhirak of being in it for the 
money, and say he gave llm baht 
($430,000) to General Chamlong's Palang 
Dharma party. The allegations are strenu- 
ously denied. In any event, though, Phra 
Bodhirak is proving more disruptive in reli- 
gious politics than in party politics. 
He is openly attacking the authority of 
the Supreme Council and is successfully at- 
tracting middle-class followers. They are dis- 
mayed by Thailand’s materialism and 
permissiveness, or fed up with the growing 
numbers of mainstream monks who get in- 
volved with mumbo-jumbo like fortune-tell- 
ing and advice on the purchase of lottery - 
tickets. The council has the right to control. 
all Buddhist preaching in Thailand, and to 
decide which disssidents are tolerated and 
which are not. The government likes the sys- 
tem. Ít is a common belief that Buddhist 
unity is an essential source of stability in - 
Thailand. Sects are threatening and must be - 
struck down; other clean-minded groups are 
facing treatment similar to that meted out to — 
Phra Bodhirak's. But it seems unlikely that — 
the pressure will do anything to hold down 
their growing popularity. 
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NETT PURI 





SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


1735 


BLANCPAIN 





Selfwinding with second hand Each watch is assembled, polished and 





and date finished by hand by the indivjdual watch- 
maker. 
Only about a dozen watches, each indi- 
There is still no Blancpain “collection” as vidually signed and numbered, daily 
such. The same case houses each of the leave the workshops of Blancpain - the 
six “masterpieces” of the art of watch- oldest watch name not only in Switzer- 
making developed by Blancpain. land, but also in the world. 


Available in London: 
Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, The Watch Gallery, Tyme and: 


BARCELONA Soler Cabot BOSTON Dorfmann BRUXELLES Frohmann Freres DUSSELDORF Blome, Wempe FRANKFURT Friedrich, Wempe GENEVA Benoit de Gorski, Chimento, Facet, Golay Fils & Stahl, Zbinden 
GENEVA-AIRPORT Comptoir de l'horlogerie GRAND CAYMAN Dennis Smith HAMBURG Becker, Wempe LONDON Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, 
The Watch Gallery LOS ANGELES Princess Ermine MADRID Suarez MUNCHEN Hemmerle, Huber, Wempe NEW YORK Cellini, Tourneau, Wempe. PARIS Arfan, Buccellati, De Paillette, Wempe, Col ROMA Ansuini, 
Capuano, Hausmann ST. MAARTEN La Romana ST. THOMAS Riviera TORONTO European Jewellery WIEN Carius & Binder, Hübner ZURICH Barth, Filitz, Gut, Meister ZURICH-AIRPORT Turier X BERMUDES 
frisson MONTE-CARLO Buccellati, Van Hubrecht. Information from: Blancpain SA - CH-1348 Le Brassus - Switzerland - Tx 459 420 Tel. 01041-21845 40 92 





AMERICAN SURVEY 


Flag burning and flag waving 


WASHINGTON, DC 


HE Supreme Court has been doing 
some unpopular things recently, such as 
watering down civil-rights laws and uphold- 
ing the rights of pornographers, as well as 
some popular ones, such as saying 
that juveniles and the retarded may 
be executed for capital crimes. But 
one of its pronouncements earned it 
b opprobrium than a routine re- 
firmation of free speech on June 
21st. It said that 48 state laws and one 
federal law that forbid the burning of 
the American flag are unconstitu- 
tional. President George Bush 
promptly declared his intention to 
make  desecration of the flag 
unconstitutional. 

The affair quickly developed a 
Ruritanian flavour, as politicians of 
every stripe fell over one another in 
their eagerness to out-do Mr Bush in 
expressing their revulsion for flag 
éurning. "Visceral" was Mr Bush's 
word. "Burn an American flag? The 
patriotic mind recoils," said Time 
magazine heroically. The Senate 
voted 97-3 to express its "profound 
disappointment" in the ruling, with 
only two die-hard liberals (Mr Ed- 
ward Kennedy and Mr Howard Metz- 

»enbaum) and one maverick conserva- 
= ve (Mr Gordon Humphrey) brave 
enough to oppose. ` 

A year ago, free speech might have had 
more champions. But that was before Can- 
didate George Bush decided to ride the tiger 
of demagoguery into the White House, car- 
rying the flag with him. The beast is now 
loose. During the campaign, Mr Bush staged 
a rally at a flag factory. He said of his Demo- 
cratic opponent, Mr Michael Dukakis, 
"What is it about the American flag that up- 
sets this man so much?" Mr Bush's televi- 
sion jingles warbled, “The flag still stands 
for freedom and they can’t take that away.’ 

That campaign taught politicians that 
there is only one side to the flag issue. The 
arcane notion of protecting free expression 
even by those who would desecrate the flag 
has zero political appeal. After the Supreme 
Court’s decision, Newsweek found 71% of 
those it polled were in favour of a constitu- 
tional amendment to ban flag desecration. 


On June 27th, Mr Bush decided to act, 
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rather disingenuously claiming the biparti- 
sanship on the issue as evidence that he had 
not been partisan with the flag during the 
` ét * ?} " . 
campaign: “I didn't put it on the basis that 





How long do I have to keep this up? 


Republicans are for the flag and Democrats 
are not”. Read the above quotes from his 
campaign and you can judge that one for 
yourself. 

The case that reached the Supreme 
Court involved an anarchist who burned a 
star-spangled banner outside the Republi- 
can national convention in Dallas in 1984 
and was convicted under a Texas law that 
forbids the desecration of venerated objects. 
By five-to-four (with conservatives Mr 
Antonin Scalia and Mr Anthony Kennedy 
surprisingly with the majority) the Supreme 
Court overturned the conviction. Twice be- 
fore in the 1960s it had ruled on similar 
matters—saying that peace symbols on flags 
and flags worn as jeans were all right—but in 
neither case did it deal with desecration 
laws. 

Mr Bush proposed a constitutional 
amendment because an ordinary law can be 


overturned once again by the courts 
Amending the Constitution requires a wo. 
thirds majority in Congress, followed b 
ratification in at least three-quarters of the 
state legislatures. This need not take ional 
The last successful amendment, the 2éd th 
(which lowered the voting age to 18), too 
just over three months from congressio al | 
passage to ratification. 

Drafting the desired amendment will be 
tricky. A form of words is needed that ap 
pears not to contradict the first ame jd 
ment—''Congress shall make no 
law...abridging the freedom 2 
speech’ ’—while clearly eroding i 
substance. The White House is bus 
drafting. Democrats in Cong 
meanwhile, are in a quandary. They 
want to sound patriotic but many, in- 
cluding the new Speaker of the 
House, Mr Tom Foley, are loth to tin 
ker with the Constitution on so t b. 
ial a matter. | 

America is not the only country 
to ban flag burning, but it will jc oir 
some unwholesome company if it 
loads its Constitution with what is in 
effect a nationalistic blasphemy law. 
Burning Iranian, Chinese or Soviet. 
flags is not unconstitutional but 
surely inadvisable. France has no 
objection if you want to burn the 
tricolour, while the West German pe- 
nal code punishes with up to du J 
years in jail anyone who disparages _ 
the German flag in public. Britain, ac- 
cording to the Garter Principal King 
of Arms, Sir Colin Cole, has no laws. 
against desecrating either the Union i: 
Jack or the Royal Standard. Japan has 
no law against damage to its flag but H as 
strict laws forbidding the burning of foreign 
flags lest this give offence to the country in 
question. ^5 


The HUD scandal 5 
Hooray for 3 
auditors 


WASHINGTON, DC 


OINGS-ON at the Department o 

Housing and Urban Developmen 
(HUD) are providing Washington with i 
most delightful scandal since the inom 
tra affair. They even feature a Fawn Ha 
lookalike named Miss Deborah Dean. 

The most partisan of Republicans 
would concede that HUD now appears t 
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t T etd Mrs Leona Helmsley had 
| A drunk from a plastic cup and eaten 
| Off a plastic plate in the cafeteria of the 
| Manhattan federal courthouse was big 
| news in New York this week. It reminded 
_ people of a memorable series of hotel ad- 
| vertisements that featured the brassy 
— billionairess saying: “I wouldn't drink 
| from a plastic glass. Why should you?" 
| and "I wouldn't settle for skinny soap. 
| Why should you?” Mrs Helmsley was in 
| the courthouse for the selection of a jury 
| for her trial on charges of cheating the 
| taxman and investors by charging per- 
| sonal expenses to her husband's $5-bil- 
| lion property empire. 
| | Until recently she had her admirers. 
- The public's imagination was caught by 
| the rags-to-riches story of how an impov- 
| erished hatter's daughter, born on Inde- 
. pendence Day in 1920, first made a small 
| fortune by selling condominiums and 
then made a large fortune by wooing Mr 
| Harry Helmsley, a spectacularly boring 
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Her Majesty in court 





nave been a troubled agency under the Rea- 
gan presidency. Its cabinet secretary 
throughout those years was Mr Sam Pierce, 
a courtly black lawyer of little presence who 
became known as Silent Sam. He seemed to 
nave had but one goal for HUD, to cut its 
spending and staff. Its budget fell from $35 
dillion in 1980 to $15 billion last year. Em- 
loyees dropped from over 17,500 to 
3,000. Several programmes were termi- 
ated, including general rent subsidies for 
poor people in newly built or substantially 
renovated housing. 
_ It sounds like a right-wing dream. The 
sritage Foundation’s blueprint for the 
Bush presidency, published earlier this year, 
lauded Mr Pierce as “the cabinet member 
who probably most effectively has trans- 
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property developer 11 years her senior, 
away from his wife of 33 years. She 
changed Harry into a socialite and styled 
herself Queen of the Helmsley Palace, a 
ludicrously ritzy hotel in midtown Man- 
hattan where an ice cream sets you back 
$7.50. 

Such is the prejudice against Mrs 
Helmsley today that her lawyers would 
like the case to be tried in another state. 
Theories to explain her downfall 
abound. Some say that New Yorkers ad- 
mire the rich but expect them to pay 
their taxes. So they are disillusioned by 
allegations that Mrs Helmsley charged as 
a business expense art objects she used to 
furnish Dunnellen, an 11-acre estate in 
Greenwich, Connecticut, which the 
Helmsleys bought for $11m in 1983. 
Others say that Mrs Helmsley's regal airs 
began to repel her previously only-half- 
scandalised admirers when she went too 
far by, for instance, commissioning for 
her 66th birthday party small statues of 
Liberty with her face plastered on. Oth- 
ers say, less plausibly, that the crude way 
Mrs Helmsley flaunted her wealth and 
treated her staff was fitting behaviour in 
the Reagan years but jars in President 
Bush's kinder, gentler America. 

Whatever the explanation, the 
Helmsleys are no longer among the most 
sought-after celebrities on New York's 
social circuit. Their biographer, Mr Mi- 
chael Moss, has disclosed that when Mr 
and Mrs Donald Trump, fellow billion- 
aires and old friends of Harry’s, threw a 
party to show off their new $30m boat, 
they could not find room on their exten- 
sive invitation list for the Helmsleys. 
However, Mr Trump did find time to 
write them a note saying how sorry he 
was to hear about the indictments. 





formed the Reagan mandate into reality”. 
This transformation was accomplished at an 
appalling cost in maladministration, fraud 
and embezzlement. 

There are four main scandals, almost all 
of which emerge from audit reports by 
HUD’s inspector-general: 

@ Unethical (though not illegal) influence- 
peddling to get subsidies for developers who 
rehabilitated houses for poor tenants. Con- 
tracts under this $225m-a-year programme 
were awarded on the whim of Mr Pierce’s 
political aides, notably Miss Dean (whose 
Republican connections came through her 
mother’s longtime companion, Mr John 
Mitchell, the convicted Watergate-era attor- 
ney general). Developers hired prominent 
Republicans and former HUD officials at 
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against government extravagance, Mr James 
Watt; a Bush campaign adviser, Mr Paul 
Manafort; and Mrs Carla Hills, a former sec- 
retary of HUD and now the American trade 
representative. The inspector-general reck- 
ons excess subsidies of some $400m will be 
paid over the life of the misdirected projects. 
@ Families illegally obtaining federally in- 
sured mortgages. The inspector-general has 
uncovered fraud over many years and all 
over the country. One Michigan broker 
gave a course to prospective real-estate 
agents in how to defraud HUD. In Camden, 
New Jersey, the auditors found, HUD had in- 
sured mortgages for families with no bank 
account, no credit record and less than $50 
in cash apiece. The department lost $2 bil- 
lion from defaults on single-family home 
mortgages in 1988. 

€ A more sophisticated fraud involving c 
insurance by private financing groups wi 
HUD (which took most of the risk) of mo 
gages on big housing developments. Some 
1396 of such mortgages, worth $700m, have 
defaulted—compared with fewer than 1% 
where no private group was involved. 

e Embezzlement by agents selling properties 
on which HUD had foreclosed after mortgage 
defaults. In 1987 the inspector-general un- 
earthed unreconciled accounting differ- 
ences of $834m involving 38,000 proper- 
ties—though he now reckons actual 
embezzlements have amounted to no more 
than $20m. Even where money was not sto- 
len, it was sent to HUD up to 200 days late? 
The most celebrated case is of a Maryland 
agent who diverted $5.5m to herself and to 
charitable causes, earning the nickname 
"Robin HUD”. D 

Other problems cited in recent audit re- 
ports include overpayments to contractors, 
a familiar Pentagon problem; widespread 
tenant fraud on public-housing estates; | 
a finding that 4296 of public-housing a 
thorities mishandled their cash, at least $6m 
of which was pinched. Convictions for 
fraud and debarments from doing business 
with HUD have been ten-a-penny since even 
before Mr Pierce arrived in 1981. 

More revelations are on the way. Mr 
Tom Lantos, Democratic chairman of the 
congressional committee investigating HUD, 
says his work will take months. President 
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Bush and his housing secretary, Mr Jack 
Kemp, promise “zero tolerance" for unethi- 
cal behaviour. They are careful to focus on 
the future, thereby avoiding direct criticism 
of Mr Pierce (or Mr Reagan). 

One lesson from all this is that, while 
any government programme can be abused, 
the risk is greater if those in charge do not 
believe in its aims. Few of those working for 
Mr Pierce saw HUD programmes as useful. 
There is an irony of divided government 
here: an enthusiastic legislature votes money 
for programmes that are overseen by a hos- 
tile executive branch. One solution might 
be to set tighter rules that offer departments 
less discretion. 

Then there is the undervaluing of au- 
dits. HUD’s inspector-general published all 
his findings, yet they received little atten- 
tion. On June 21st 846 HUD audit reports 
making 3,859 recommendations still had 
not been dealt with—and some $100m in 

oney owed had not been collected. Mr 

Yierce must take the main blame for ignor- 
ing these often-boring documents, but Con- 
gress and the press also deserve criticism. 

Washington’s infamous revolving door 
should also be shut tighter. Several people 
joined HUD for a year or two to learn about 
its programmes and make contacts and then 
left to make money as consultants to devel- 
opers. Mr Watt’s smilingly unabashed hy- 
pocrisy when he testified before Congress 
infuriated congressmen of both parties. Leg- 
islation to toughen revolving-door rules 
should get extra impetus. 

* And there are lessons about policy. Like 
other arms of America’s welfare state, HUD 
has often been hijacked by producers at the 
expense of consumers—in this case develop- 
ers over tenants. Developers have lobbies 
that are good at winning contracts and influ- 
encing the design of housing programmes to 
their own benefit. One of Mr Kemp’s prior- 

zxies should be to empower tenants at the ex- 

B... of landlords and developers, for in- 
stance by letting them manage their own 
housing estates or giving them vouchers to 
buy housing on the open market. 

There are persistent rumours that Mr 
Kemp is about to resign to become commis 
sioner of the National Football League. One 
could hardly blame him, but must hope that 
it is not true. 





Strikes 


oeems like 
old times 


LEBANON, VIRGINIA 


HE morning scene evokes memories of 
early labour fights. Families straggle out 
of tents, joke about sleeping in the mud cre- 
ated by last week's rain. Others stand in a 
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long queue for breakfast: bacon-and-egg 
sandwiches made on a grill sopping with 
grease. The men are members of the United 
Mine Workers (UMW) from throughout the 
South and Midwest. They started arriving at 
"Camp Solidarity" in mid-June, taking what 
they jokingly refer to as an "early holiday" 
from their jobs. (The miners' official na- 
tional two-week holiday began on June 
23rd.) They are in south-west Virginia to 
support a festering strike between the union 
and Pittston, a coal company that maintains 
its headquarters here. The miners insist that 
the future of their union hinges on the out- 
come of this local strike. 

Some activists hail the Pittston strike, 
along with the the one at Eastern Airlines, 
as signs of a revitalised labour movement in 
America. Others view it as the UMW's last 
gasp for power. Either way, it is America's 
largest coal strike since the UMW held a na- 
tional walkout for three days in 1981. The 
union’s last bitter strike occurred four years 
earlier, when it held out for nearly four 
months. During the 1980s the union twice 
signed agreements with the Bituminous 
Coal Operator's Association (BCOA), the in- 
dustry group, without walkouts. 

The Pittston miners' contract expired in 
February 1988, but union members contin- 
ued to work for more than a year—even af- 
ter the company cut off health benefits for 
the retired, widows and disabled miners (it 
recently reinstated them). During this pe- 
riod, the UMw launched a sophisticated 
"corporate campaign" —a modern alterna- 
tive to strikes involving indirect pressure 
and intensive public relations. It picketed 
the banks that lend Pittston money; ex- 
pressed its complaints loudly and frequently 
at shareholder meetings; and orchestrated a 
slick publicity effort including newspaper 
advertisements. 

The dispute turns on Pittston's refusal 


Wildcatters send management a message 
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to offer the union a contract similar to the — 
national agreement the UMW signed with the — 


BCOA. Pittston says that contract is too 
rigid; it is offering a wage increase in ex- 
change for greater flexibility in determining 
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work schedules. The UMW insists the compa- _ 


ny's proposal would shatter the union. 
Union employees struck on April 5th, and 
the two sides have not met since early in 
June. 

Since the strike began, the UMW has em- 
ployed more traditional labour-union meth- 
ods. Thousands of miners have been ar- 
rested for acts of civil disobedience intended 
to interfere with Pittston's mining opera- 
tion, which has continued with replacement 
workers. These men are denounced as 
“scabs” by picketers, whose numbers have 
been sharply limited by court orders. Most 
recently, the union instituted "rolling road- 
blocks”: caravans of cars that impeded traf- 
fic at Pittston's operations. A federal judge 
last week fined the union $200,000 for such 
practices. 

The strike is dividing families. In some, 
the father is a union miner whose high 
wages enabled him to send his children to 
college. The children have since returned to 
take management jobs with the company. 

National attention focused on the 
Pittston strike after a series of sympathy pro- 
tests (coal producers call them “wildcat 
strikes") eventually led to 42,000 union 
miners taking their "early holiday". The 
union says it did not sanction the strikes, al- 
though they did not begin until Mr Richard 
Trumka, the UMW’s president, delivered an 
impassioned speech earlier this month 
promising to expand the Pittston strike. Al- 
though the sympathy strikes have boosted 
union morale, they have also damaged the 
miners' credibility. They have infuriated 
coal producers, who say the UMW is breaking 
the contract it signed last year. On June 27th 
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St trik oc 
: "The UMW has rallied around the 
Pi tston workers because a defeat here 
wou d set a dangerous precedent in its fu- 
re dealings with other coal producers. The 
M W also needs to reverse the decline in 
po wer it has suffered during the 1980s. 
er nbership has dropped from nearly 
500, 0,000 | in 1950 to about 65,000 today, a 
rer nd that accelerated during the past de- 
ade with i improvements in mining technol- 
ogy and the hostile labour environment. To- 
by the union mines about one-third of the 
coa in the United States, compared with 
yearly half in 1980. Despite the drop in min- 
ng employment, coal production increased 
rom 823.6m tons in 1980 to 915.2m tons in 
1987. Those figures ought to trouble union 
a ders as much as the numbers in Pittston’s 
contract. 


i spills 
Ir rice clumsy 


WHEN one oil-laden vessel 
spills its sticky, polluting cargo, 
it is one too many. When three 
ships spill their oil within 12 
hours, carelessness no longer 
seems to be a satisfactory 
explanation. 

A Between 4.40 pm on June 
E d and 4.00 am on June 24th two tankers 
nd a barge spilt 1.5m gallons of oil in three 
arate incidents off America’s coasts. A 
an ker, World Prodigy, leaked about 
20,000 gallons of fuel oil into Narragansett 
day, Rhode Island, after hitting a reef; a 
ze lost about 250, 000 gallons of crude af- 
ter r colliding with a ship i in the Houston ship 
E el near La Porte, Texas; a Uruguayan 
nker, Presidente Rivera, spilt about 
10,000 gallons of fuel oil into the Delaware 
er when the ship strayed from the ship- 
ing lane and hit a rock. 

— The amount spilt is small compared to 
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on to Alaska’ s couse three months] a5. But 
that disaster has made Americans more sen- 
sitive to spills. It also helped to produce a 
faster response from government agencies. 

The damage done by the latest spills was 
not so great. In Rhode Island, it was limited 
by calm seas, which made containing booms 
effective, and by hot weather, which helped 
the fuel to evaporate. In Texas the kind of 
oil spilt—heavy crude—congeals easily, sim- 
plifying clean-up. Only in the Delaware 
River is the slick a serious hazard. But even 
there it appears to have been contained— 
and, thankfully, to have been held back by 
booms from entering a nearby wildlife 
refuge. 

After the Exxon Valdez spill, the Amer- 
ican Petroleum Institute drew up a $250m 
industry plan for five regional centres to 
provide quick-response clean-up teams. The 
Coast Guard began looking for a better sys- 
tem to control shipping traffic. And the De- 
partment of the Interior is working on a 
menu for assessing damage costs from spills 
($15 per fur-bearing seal, $35.74 per goose, 
according to the Washington Post). Scien- 
tists are also continuing the search for better 
clean-up technology. The three most com- 
mon techniques—chemicals, booms and 
skimmers—have been around for some 
time. But luck still remains more important 
than any weapon. 





The welfare state 


Old and young 
together 


RITICS often observe that Americans 

seem to care more about the welfare of 
the middle-class old than they do about the 
millions of American children growing up in 
poverty. On June 23rd the Senate over- 
whelmingly approved a Democratic plan to 
expand day-care services for children, but 
before that vote was taken the bill was 
amended to give some of the elderly their 
share of goodies. 

At present, people aged 65 or older who 
receive social-security retirement pensions 
are allowed to earn $8,800 a year without 
any cut in their benefits; above that level 
benefits are cut by $1 for every $2 earned. 
(Investment income is totally exempt.) The 
amendment would raise the threshold to 
$10,560. The vote was 86-11, with Republi- 
cans heartily supporting this bonus for 
600,000 elderly workers out of the 8m re- 
ceiving social security benefits. 

No such consensus exists in the field of 
child care. The Democratic bill, which has 
yet to be voted on in the House of Represen- 
tatives, will cost about $10 billion over the 
first five years. The disputes are not primar- 
ily over money or even the principle of a fed- 





(ie z 


e ‘role in | providing. day c cate for’ children 
of working parents. For the first time that 
seems to be taken for granted. The Demo- 
crats’ Act for Better Child Care Services 
would provide $1.75 billion in grants to the 
states for subsidies to providers of the care 
and in payments to poor parents. [t would 
require the states to set standards for day 
care. And it would make the present tax 
credit for child care payable in cash to par- 
ents too poor to pay tax (see The Economist 
of April 15th). The rival Republican bill 
would rely, for the most part, on tax credits 
for poor families, although it would give the 
states an additional $400m a year to make 
more child care available. 

The Democrats retreated from their in- 
tention to set federal standards for day care 
and they agreed to give money to religious 
day-care services. Questions about 
proselytising would have to be settled by the 
courts. These concessions may not 
enough to ward off a veto from Preside 
Bush, although his press secretary insists 
that he is willing to talk. 





The TVA * 


Hardy survivor 


KNOXVILLE, TENNESSEE 


OST of the “alphabet” agencies that 
implemented Franklin Roosevelt's 
New Deal are long gone. The ideal of benev- 
olent state intervention that inspired then? 
is out of fashion the world over. Yet one of 
the New Deal's most statist experiments sur- 
vives: the TVA or Tennessee Valley Author- 
ity, created in 1933 by Roosevelt after being 
pushed for some years by George Norris, a 
senator from Nebraska. 

The TvA’s original aims were to build 
dams that would stop the Tennessee riv, 
from flooding, to make it navigable and 
improve the quality of life of the desperately 
poor people of Tennessee and Alabama liv- 
ing in the valley. Its concept of a paternalis- 
tic authority that would harness and im- 
prove the region's natural resources worked 
well. It soon moved into electricity genera- 
tion and distribution and then into improv- 
ing farming and forestry. Fertilisers were in- 
troduced to sceptical farmers (7596 of the 
world's fertilisers were developed at the 
TVA's Muscle Shoals site in Alabama); en- 
demic malaria was reduced; soil erosion and 
environmental degradation were reversed. 

Few would quarrel with these achieve- 
ments. But many might question whether a 
federal agency is now the right way to build 
on them. From time to time Congress has 
questioned this too, particularly when the 
TVA started to build electric-power stations. 
Why should Tennessee have a federal sub- 
sidy for electricity? In 1959 Congress 
stopped its annual financing of the TVA’s 
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electricity operations. Instead these were to 
be paid for from customer revenues and 
from borrowing. 

That sounds like the fulfilment of Roo- 

velts original nostrum that the TVA 
uld be a corporation "clothed with the 
wer of government but possessed of the 
flexibility and initiative of private enter- 
prise". The TvA's bonds, of which $1.3 bil- 
lion are outstanding, are rated by the mar- 
ket as if government-backed. To stop 
competition with its own debt the Treasury 
has since 1975 made the Tva borrow 
through the Federal Financing Bank, charg- 
ing just an eighth of a percentage point over 
Treasury-bond rates—hardly terms that the 
market would accord to a private enterprise 
that in 1988 made profits of only $413m on 
assets of $25 billion. 
* Then there is the nuclear programme. 
The TVA at one time planned 17 nuclear- 
power stations. Half were cancelled and five 
that were built had to shut down when their 
maintenance proved unsatisfactory to the 
nuclear regulators, although all have either 
restarted or will be back soon. And yet the 
TVA plans to build more: the protesters of 
malifornia and New England are unknown 
B... Knoxville and Chattanooga. Private 
companies have also mismanaged their nu- 
clear programmes, but they have faced 
Tercer criticism. 

The TVA is not immune to the market. It 
competes with neighbouring private elec- 
ricity companies which can supply its cus- 
omers (though oddly the Tva is not allowed 
o supply theirs). Even so, it has a reputation 
‘or excessive staff and costs. The present 
:hairman, Mr Marvin Runyon, who was ap- 
»ointed in early 1988 after a career in the car 
ndustry, quickly cut his staff by 8,000 to to- 
lay's 27,000. He has streamlined manage- 
nent, separating power generation (which 
iccounts for the great bulk of the TvA's op- 





Correction: The shortfall in New Jersey's revenues 
in fiscal year 1990 is expected to be about $500m, 
not $2 billion as stated in our June 10th issue. As 
the state is not allowed to incur a deficit, this will 
mean higher taxes or cuts in services. 
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erations) from other activities 
like fishery and forestry research 
that are still directly financed by 
Congress to the tune of $100m a 
year. 

Mr Runyon opposes one 
popular recipe for the TvA—pri- 
vatisation. Yet it is hard to resist 
the conclusion that the power 
operations at least would be bet- 
ter run privately. There would 
then be no hidden subsidies on 
loans or on operating costs or 
through tax exemptions, and 
there would be market discipline 
in the personnel department. 
And regulators might find it eas- 
ier to supervise the TVA if it were not a fed- 
eral agency. 

The federal budget would benefit too. A 
study last year by the Reason Foundation 
concluded that a break-up and sale of the 
TVA could yield $12 billion. That would not 
count towards Gramm-Rudman deficit tar- 
gets since these exclude asset sales. But sav- 
ings from not including the TvA's annual 
borrowing in the government's books 
would count. 

Privatisation is unlikely, thanks to con- 
gressional opposition, especially strong 
among congressmen from the seven states 
that get TVA power. So this piece of federal 
patronage will continue in the face of the 
free-market gospel that Washington nowa- 
days preaches to other countries. 





Education 


Fairer sh 


dorsed an argument whi@hredueafional 
reformers have been advancing for decades: 
that America’s system of local financing of 
public schools is unfair to children who live 





Different dollars e different sean lags 





in poor areas. A poor school district will of- 
ten have less money to spend for each stu- 
dent than a prosperous one, even if it has 
higher property-tax rates (the main mecha- 
nism for financing schools). “The children 
of the poor and the children of the 
rich . . . must be given the same opportunity 
and access to an adequate education," the 
court ruled, echoing the arguments of law- 
yers in 41 states who have raised this issue in 
lawsuits. Although the states generally fi- 
nance part of each school district's budget 
from statewide income-tax revenues, this 
money does not compensate for local dispar- 
ities in wealth. 

Kentucky is the ninth state in which 
courts have addressed this unfairness. Inter- 
estingly, the ruling is based on the state con- 
stitution rather than the federal one. That 
means there is no appeal against it to the 
federal Supreme Court. As that court grows 
more conservative, reformers in a variety of 
fields—not just education—are looking to 
state supreme courts, interpreting state con- 
stitutions, for the kind of sympathetic rul- 
ings that once came out of Washington. 
While the Kentucky ruling, and a similar 
one in Montana in February, have no legal 
weight in other states, they set an example 
for New Jersey and Texas, where similar 
cases are pending. In an earlier wave of such 
litigation, some state legislatures acted be- 
fore their courts followed the lead of courts 
in neighbouring states. 

The issue in New Jersey is the disparity 
in resources between schools in the suburbs 
and those in the cities (where blacks are con- 
centrated). In Montana the imbalance is be- 
tween areas rich in oil and those without it. 
In Kentucky, the issue was the difference be- 
tween school spending in impoverished 
eastern Kentucky—where 4096 of children 
grow up in poverty and half leave school be- 
fore the age of 14—and the rest of the state. 
In the worst parts of Kentucky's Elliott 
County, where unemployment runs above 
18%, education spending per pupil is 396 of 
that in a wealthy suburb of Louisville. 
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i The i te to Ken S fosdualiey is 

ot to redistribute spending from the richer 
P. ts to the poorer, but to spend more on 
^w cation in total. Only one state—Tennes- 
— spends less than Kentucky per head. 

» in three of the state's 14-year-olds fails 


_arger small cities 


to finish high school and one in six dult" | 


cannot read. No wonder, in a state that val- 
ues college basketball more highly than edu- 
cation. What the University of Kentucky's 
new coach will earn next season could edu- 


cate 300 children. 


; aven't we been here before? 


COMPOSITE CITY 


Happy cities are all alike, but each unhappy city is unhappy in its own way. 


Tc o end our series on America’s 


ers 


cities (or was it smaller large 


ities?), we visit a place that readers of earlier articles will find familiar 


COMPOSITE CITY is defen- 
sive about its reputation as "the 
E dung-hole of the Midwest” (or 
words to that effect). Founded 
TSEN on the site of a famous Indian 
ERSE massacre, it was originally a col- 
^ tion point for buffalo droppings being 
nipped east via the new transcontinental 
ailway for delivery to Europe and a second 
> as fertiliser in the gardens of London 
n xd Paris. By the time the fad for American 
n na inure died out, "Comp City" (as 
Composmopolitans call their home) had es- 
tab plished itself as an important manufactur- 
ng g and transport centre serving the entire 
egion. But the nickname stuck and contin- 
s to bite—as do the flies which swarm the 
lowntown area from the middle of May 
cni late October. 
— Mr Chuck Stransky, Comp City’s dy- 
am nic young mayor, believes it is time for 
he : city to look beyond its fragrant past and 
towards a more antiseptic future based on 
biotechnology, tourism, service industries 
E “smokeless” manufacturing. One of his 
'st steps upon becoming mayor in 1983— 
he narrowly defeated the incumbent, Mr Ed 
Carr, who was on trial at the time for in- 
come-tax evasion and child molesting—was 
> hire the British advertising firm of 
aatchi & Saatchi. The firm spent six 
months and $3m coming up with the slogan, 
“Comp City: The Sweet Smell of Success”, 
vh 1 even now is emblazoned on banners 
:ross the pedestrian mall that was created 
n Colchester Avenue, Comp City's main 
commercial thoroughfare, in the 1970s. 
E Stransky, the half-Italian, half-Ger- 
man, Princeton-educated scion of a wealthy 
umbering family, was first 
elected with the backing of 
W vhi e ethnics and property de- 
velopers. He moved quickly, 
however, to establish good re- 
ations with the initially suspi- 
cious black community, the 
b usiness community, and the 
tional community (based 
Ls m d Composite College, lo- 
cated in the trendy Antipasto 





neighbourhood near the city centre, and the 
state university, its arch-rival in basketball 
and genetic research, in the hills to the 
southwest). He won re-election by a com- 
fortable margin in 1987. 

Mr Stransky insists that these liaisons 
are more than an electoral convenience. 
“Business and government must work to- 
gether," he says. Mr Don Hirsch concurs. 
He is a local businessman and head of Hori- 
zons 2000, an alliance of com- 
pany executives and church 
groups seeking voluntary solu- 
tions to the problems of urban 
renewal, education, drug 
abuse, and finance for the arts. 
For the past three Augusts Mr 
Hirsch’s organisation has 
sponsored SummerTaste, a 
jazz-and-food festival at 
WaterPlace, a popular develop- 
ment of shops, restaurants and 
hotels opened five years ago in 
a long-abandoned warehouse 
district along the Composite 
River. A recent article in 
American Traveller magazine compared 
WaterPlace to Paris’s Champs Elysée. 

Not all of Mr Stransky’s initiatives have 
been without controversy. FusionDome, an 
enclosed stadium with a removable floor 
covering the world’s third-largest swimming 
pool, financed by a city bond issue, has yet 
to attract a professional sports team. The 
about-to-be-completed convention centre— 
designed by Mr Philip Johnson to resemble 
an ancient Welsh fortress made of reflecting 
glass—is booked through 1998 (an exten- 
sion is already planned to accommodate 
gatherings of up to 125,000), 
but historical preservationists 
are still grumbling about the 
early-postwar car showrooms 
that were destroyed to make 
room for it. 

A few miles out of town, 
on the motorway toward St 
Louis, is a strip of land Com- 
posmopolitans have dubbed 
"Biotech Basin”. It is here they 
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Mayor Dynamo 


ones to eae a ‘bictechnolea d centre to 


be for the 1990s what California’s Silicon 
Valley was for the 1970s and 1980s. So far, 
the appeal of convenient free parking and a 
close research link with Comp City’s univer- 
sities has failed to attract any biotechnology 
companies, but generous tax abatements 
have brought in a meat-packing plant and 
several regional insuranceccompany head- 
quarters which together have added 1,750 
jobs. Government remains Comp City’s 
largest employer (the powerful local con- 
gressman, Mr Jack Grimond, defeated an at- 
tempt last year by the Reagan administra- 
tion to shut down a social-security-form 
processing centre that employs 8,000 peo- 
ple), followed by health care, fast food, edu- 
cation, and amateur sports. 

Comp City’s two most urgent problems 
are education and public transport. "In this 
town’s heyday”, explained Mrs Penny 


Grundy, president of the historical E 





“a fellow didn't need an education to get 
high-paying factory job. That's 
changed.” Almost two-fifths of Composite 
City’s secondary-school students scored be- 
low the 38th percentile in standardised tests 
in 1987—eight percentage points fewer 
than five years earlier, but still 
half-again more than the na- 
tional average (see chart). Vot- 
ers have twice rejected a tax in- 
crease to improve teachers’ pay 
and set up a system of magnet 
schools. 

City leaders plan to 
again in the autumn, this time 
tying the schools proposal to a 
popular plan for widening the 
main highways in Comp City’s 
burgeoning suburban areas. 
But experts say that only pub- 
lic transport can cure the re- 
gion’s increasing traffic conges- 
tion. A light-railway line is due to open a 
1992 connecting FusionDome and the 
port (where a new international terminal is 
under construction to accommodate hoped- 
for charter flights from Japan), but money 
has not yet been found to extend the system 
to the town centre. 

Despite such travails, Composmo- 
politans remain cheery and optimistic. They 
believe their midwestern heritage of stoic 
self-sufficiency (which has led them to vote 
Republican in seven of the past eight presi- 
dential elections) will see them through, 
combined with their remarkable facility at 
obtaining federal-government grants. Civic 
leaders took it as a favourable omen when 
Comp City’s surprisingly good symphony 
orchestra, which plays in a splendidly reno- 
vated downtown cinema, was invited to tour 
Scandinavia in the summer of 1990. “Not 
bad for an old cow town,” remarked Com- 
posite City's director of development and 
promotion, Mr Hugh Jones, with pride. 
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HEN c communism seemed to be on 
the march in southern Africa, Presi- 
Mobutu Sese Seko of Zaire let his 
untry become a channel for American 
pplies to UNITA, the guerrilla movement 
at has fought Angola's Marxist govern- 
ment since the country’s independence in 
0975. Now that communism is on the re- 
Mr Mobutu has turned peacemaker. 
Jn June 22nd, in the presence of 16 other 
rican presidents gathered in his native vil- 
lage of Gbadolite, this old survivor got An- 
gola's President Eduardo dos Santos to 
‘shake hands with UNtTA's leader, Mr Jonas 
Savimbi. This week Mr Mobutu was in 
3 Washington, collecting his applause. 
^ The handshake came with a ceasefire, 
supposed to take effect on June 24th. The 
sounds of war will not stop at once; both 
sides’ armed men are under loose control, 
and the landscape is strewn with mines that 
will go on killing people until they are found 
And made harmless. But the Angola-Na- 
mibia peace deal that the Americans helped 
to organise last year points to a cautious op- 
timism. South African troops, who had 











been fighting alongside UNITA, have pulled 


out of Angola. The Cubans promise to with- 


draw their 50,000-strong expeditionary 


force from that country by July 1991. Now is 

p: time for the “national reconciliation” 
e Americans say should follow. 

Until recently Mr dos Santos described 

Savimbi as a bandit, and allowed only 















Zaire summit has made the con- 





ing to work out what. "reconciliation' 





means. Ánother summit may take place in. 


Zimbabwe. But first two old enemies have to 
find some common ground. 

|. After attending the Gbadolite meeting, 
Zambia's President Kenneth Kaunda said 
that. reconciliation would require Mr 
Savimbi to go into temporary exile. Mozam- 
bi President Joaquim Chissano said 
Sp would be given jobs i in the 
nt's civil service and 
é support of Mr dos 
: y seem to add up to Mr 
Savimbi and his men n getting the shorter end 
he stick. . e 


















cts between his government and. 


ficial A commission of delegates — 
from the government and the rebels, under -` 
Mr Mobutu's chairmanship, has begun. try: i 


The Savimbi people want a different 
kind of peace, one in which they are not ab- 
sorbed by the institutions of the ruling 
party. They say they are determined to 
guard their independence, and to -keep Mr 
Savimbi at their head. They are prepared to 
take part in a government of national unity, 





, put only if one of its main publ is to prepare 
the country for its first democratic election. 


A suitable transition period, say the rebels, 


_might be two years. Mr Savimbi himself has 
‘offered to stay out of this interim govern- 


ment, but would stand in the election. After 
the Gbadolite summit he went back to his 
stronghold in south-eastern Angola, and re- 
peated that he had no plans to live abroad. 
Who will back down? Some sceptics, 
who reckon Mr Savimbi is less wedded to 
democratic principles than he tells his west- 
ern paymasters, think he might forget the 
election idea if he were offered a suitable 
government job. But the government side 
dreads the thought of, say, Vice-President 
Savimbi. He has an anti-colonialist pedigree 











































as long as that of Mr dos Santos ani 
assembled a guerrilla army of ab 
men. In Zimbabwe Preside: 
Mugabe was able to invite his 
Joshua Nkomo, into the governm: 
cause there was no question of wh 
be boss. In Angola Mr Savimbi's tou 
and the size of his following, m 
make Mr dos Santos shiver. 
If Mr Savimbi's future could be 
the ideological difference between th 
sides might not be insuperable. A 
necked contingent in the ruling part 
the admission of any UNITA people, no 
because the newcomers might expo 
cotruption of some ministers. Bu 
cause of antipathy may be fading. Th 
ernment hints that it no longer believ 
centrally planned economy. It has join 
ud Monetary Fund, t 
much has yet come of its prom 
more room for private businessmen 
farmers. But peace would proba 
lot of western investment into t 
rich country, and that would 
the dos Santos side's Marxism. — ^. 
Other things can help. The ` 
who have long armed Angola's sol 
now preaching flexibility to Mr dc 
just as they are to other fading Mar 
Ethiopia and Mozambique. America 
Department, which wants an A ola se 
ment, may be telling Mr Savimbi th 
cannot count on its support for ever: JAn 
la’s neighbours are pressing for pe: 
and Zambia, especially, stand to ga 
the reopening of the Benguela rail 
which joins their copperbelt to the Ang 
coast. Squeezed from all sides, the n 
ators on the reconciliation comm 
indeed find themselves reaching a de 
Some Americans are already tl 
beyond that. Their diplomacy has hel; 
show Russia a fairly dignified way.c 
southern África, From now on their 
of allies on the continent may not de 
much on geopolitical concerns. In 
Zaire's pro-western foreign polic 
American gratitude; Angola's allegiar 
Russia deprived its government of A 
can recognition. Last week's summi 
keep the Zaire friendship warm for 
ment. Mr Bush's eagerness to have | 
eign policy approved by Congress ma 
an early rapprochement with Angola 
an influential group of congressmen. 
mitted to Mr Savimbi. In time, howe: 
Bush administration may grow rud 
Mr Mobutu's disdain for human righ 
warmer towards Angola’s governm 
pecially if Mr Savimbi is part of it. 





verha 













es 


ER 


w "i e - 


b: 


INTERNATIONAL 
South Africa 


Divide, share and 
still rule 


| : FROM OUR SOUTH AFRICA CORRESPONDENT 
EP 


RAFTING constitutions has become 
white South Africans' favourite politi- 
cal game. The election manifesto that the 
ruling National party unveiled in Pretoria 
on June 28th declares that power in the 


——country must be both divided and shared. 


Each racial group—white, black, mixed-race 
and Indian—should be allowed as far as pos- 
sible to run its own affairs. When it comes to 
"general" matters, however, decisions must 
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be shared. 


FROM OUR SOUTH AFRICA CORRESPONDENT 


OUTH AFRICANS suffer from myths 

as well as statutes. For years Johannes- 
burg’s municipal swimming pools were 
thought to be segregated by law. But on 
June 22nd a group of blacks and whites, 
including some members of the city coun- 
cil, went for a swim in a supposedly 
whites-only pool. Zealots of the neo-Nazi 
Afrikaner Resistance Movement, scream- 
ing in fury, tried to block the entrance. 
Their protests were illegal and, to the sur- 
prise and delight of by-standers, they were 
removed by policemen. 

The Reservation of Separate Ameni- 
ties Act, which empowers local authorities 
to segregate public facilities, was passed in 
1953. But Johannesburg’s city council has 
never used its legal powers to reserve cer- 
tain pools for whites. Nothing but social 
convention has kept blacks out. Until last 
week anti-apartheid campaigners had 
missed the chance to break one of white 
South Africa’s most sacred taboos. They 
have overlooked other opportunities too. 

Until recently journalists did not 
quote the jailed leader of the African Na- 
tional Congress, Mr Nelson Mandela, 
though with a little caution they could 
have done so. In the late 1960s a restric- 
tion order on Mr Mandela, imposed be- 
fore his imprisonment in 1964, expired; 
since then journalists have been free to 
quote him provided they did not promote 
the aims of the ANC or contravene the 
Prisons Act. Still, newspapers played safe, 
even on the 20th anniversary in 1984 of 
Mr Mandela's conviction. 

Not long afterwards, however, Mr 
Mandela’s early speeches began to appear 
in print. The breach once made, even con- 
temporary messages from jail have been 


published. On June 27th Mr Mandela’s 
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What sort of sharing? Mr Frederik de 
Klerk, who will become South Africa’s next 
president if the National party wins the elec- 
tion on September 6th, speaks wishfully 
about consensus. The manifesto says that 
no important decision should be taken by 
the central government unless all groups 
agree on it. But that will allow 5m white 
South Africans to veto threats to their privi- 
lege. It could also, since South Africa is not 
universally noted for harmonious inter-ra- 
cial co-operation, make governing the coun- 
try next to impossible. 

That is a problem the National party ap- 
pears to recognise. To solve it, the manifesto 
proposes creating an “objective and 
depoliticised deadlock-breaking mecha- 
nism.” Under the existing constitution, dis- 
agreements between the white, mixed-race 


l | Diving through loopholes 


words to the retiring liberal member of 
parliament, Mrs Helen Suzman, were 
printed in South Africa’s biggest daily 
newspaper. Journalists have started quot- 
ing the ANC’s Freedom Charter too, and 
extracts from it have appeared on T-shirts. 
Until this decade it was thought illegal to 
possess a copy of the charter, let alone to 
propagate it. 

Photographs of Mr Mandela were 
once thought to be forbidden by the Pris- 
ons Act. This misconception was inadver- 
tently corrected by the government itself, 
when it used a photograph of Mr Mandela 
in its anti-ANC propaganda. The same 
photograph was later used, with different 
intent, by some intrepid liberal editors. 
When the government tried to prosecute 
a publisher for breaching the Prisons Act, 


This time, the bad guys got removed 
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and Indian parliamentary chambers (blacks 
are excluded) are resolved by a body called 
the President's Council, which has a built-in 
white majority. The manifesto's wording 
suggests that the National party sees room 
for more fairness here. 

The possibility that white control over 
centralised power may diminish leads to 
much talk in the manifesto about "checks 
and balances”, such as devolving power to 
the provinces, passing a bill of rights to limit 
the government's power over individuals, 
and diminishing the role of the president. 
The existing constitution provides for an ex- 
ecutive presidency, chosen, in effect, by 
whites. The National party seems to want to 
make the president a unifying figure who 
could be head of state but not head of gov- 
ernment. It may consider opening the job to 


the defence lawyer argued that the act 
prohibited the publishing of prisoners' 
photographs in order to protect their pri- 
vacy; and that, as a politician, Mr 


‘Mandela had no desire for privacy. The 


government backed down. 

The discovery of apartheid's legal 
chinks owes:much to the resurgence of the 
extra-parliamentary opposition in the 
1980s. After the crushing of the civil dis- 
obedience campaign of the 1950s, many 
South Africans lost the courage to chal- 
lenge racial discrimination. Disobedience 
returned with the founding of the United 
Democratic Front in 1983, and the recov- 
ery in the fortunes of the exiled ANC. De- 
spite the state of emergency, thousands of 
blacks and Indians have moved into white 
suburbs in defiance of the Group Areas 
Act. Private schools have refused to seek 
permission before admitting black pupils. 
And some of Johannesburg’s city council- 
lors have gone swimming. 
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members of all races, and giving all South 
Africans a part in choosing him. 

The manifesto also considers the pos- 
sibility of letting South Africans opt to de- 
scribe themselves as members of a new non- 
racial category of citizen. But it balances that 
by stressing the right of existing groups— 
defined according to race—to protect their 
own identities, to live in their own areas, to 
have their own schools, and to control their 
own affairs. Wasn't that once called 
apartheid? 





Israel 


General Sharon's 
ambush party 


FROM OUR ISRAEL CORRESPONDENT 


UILT like a heavyweight, Mr Ariel 
4 Sharon has always liked a good scrap, 
especially when he can acquit himself well 
before a large crowd. The minister of trade 
and industry has been in training for several 
weeks now for the big fight scheduled to 
take place in a Tel Aviv stadium on July 5th. 
He is expected to come out of his corner jab- 
bing hard and hooking sharply from the 
right at his own party leader, Israel's prime 
minister, Mr Yitzhak Shamir. 

The ostensible issue at the meeting of 
the Likud's 2,600-strong central committee 
will be Mr Shamir's proposal to hold elec- 

*tions in the West Bank and Gaza Strip. Mr 
Shamir has been telling the world that the 
proposal is designed to produce peace be- 
tween Israel and the Palestinians. At the 
same time he has been reassuring his 
party—and particularly the 70,000 worried 
West Bank settlers—that he has no inten- 
tion of ceding one inch of land to the Arabs. 

e hinted on June 26th that the Palestinians 

East Jerusalem, annexed by Israel in 1967, 
would not be eligible to vote. 

Mr Sharon still affects alarm. The for- 
mer general, whose division plucked victory 
from defeat in the Yom Kippur war of 1973, 
calls his boss’s election idea the most dan- 
gerous proposal put forward by the Jewish 
state since its birth in 1948. Although the 
plan has already received government ap- 
proval, Mr Sharon is demanding iron-clad 
guarantees on four points. He wants to ex- 
clude East Jerusalem from the vote, rule out 
an independent Palestine and safeguard 
continued Jewish settlement in the territo- 
ries. He also says that nothing at all should 
happen until the Palestinian uprising, the 
intifada, has been “liquidated”. 

A lot of Likud members, like a lot of or- 
dinary Israelis, idolise him. They want des- 
perately to believe that the exhausting war 
against the rioting Palestinians could have 
been won long ago had the army adopted 
better tactics. Had he been defence minister, 
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boasts Mr Sharon, he would have ended the 
intifada in pretty short order, just as he 
rooted out Palestinian guerrillas in the Gaza 
Strip in the 1970s. The actual defence minis- 
ter, Mr Yitzhak Rabin, retorts by recalling 
the fiasco Mr Sharon wrought when he got 
his chance in the job, and launched Israel's 
disastrous invasion of Lebanon in 1982. Yet 
somehow the jibe never quite punctures Mr 
Sharon's reputation as a military genius. 

As a general, Mr Sharon got mixed re- 
views. Some colleagues reckoned that his 
famous "retaliatory raids" against Egypt 
and Jordan in the mid-1950s were so brutal 
they encouraged the attacks they were sup- 
posed to deter. Others say he sent his para- 
troops recklessly into ambush in Sinai's 
Mitla Pass in 1956. General Sharon led Isra- 
el's counter-attack across the Suez Canal in 
1973, but fellow generals said afterwards 
that he had hogged the limelight and disre- 
garded the plight of neighbouring divisions. 
Still, even his sternest critics admire his tac- 
tical brilliance and his ability to exploit un- 
expected opportunities. 

The intifada has been just such an 
opportunity. Mr Sharon's cabinet job gives 
him no direct responsibility for dealing with 
it, but provides a pulpit from which he can 
irresponsibly deplore the failure of col- 
leagues. When a Jewish settler is stabbed to 
death, a reproachful Mr Sharon leads the 
mourners. When the government makes 
diplomatic concessions, Mr Sharon leads 
the chorus of protests. That is what he is do- 
ing now, even though he knows that his 
chances of torpedoing Mr Shamir's peace 
proposal are slim, and that the price of suc- 
cess may be the collapse of the party to 
which he himself belongs. 

Behind all the stratagems lies a mystery. 
The settlers of the West Bank and Gaza have 
made Mr Sharon their champion, yet his 
own belief in the permanent retention of 
"Judea and Samaria" may be weaker than 
theirs. On the territorial argument that di- 
vides opinion in Israel, some commentators 
discern a streak of pragmatism, which his 
enemies damn as ruthless opportunism. Ad- 
mirers think it evidence that Mr Sharon is 
the tough realist who will deliver a fair peace 
with the Palestinians just as Mr Menahem 
Begin delivered a fair peace with Egypt. 

Perhaps. But first Mr Sharon needs to 
be in charge. His courting of the settlers sug- 
gests that a time may come when he seeks 
power outside the Likud party. While he is 
inside it his way is blocked by the suspicions 
of older men (like Mr Shamir) and the ambi- 
tions of younger men (like the justice minis- 
ter, Mr Dan Meridor). If the Likud were to 
split over the territorial question, Mr 
Sharon would be well placed to lead an alli- 
ance formed by Likud hardliners and the 
small opposition parties to its right. 

Next week's big fight at the Likud's cen- 
tral committee could turn into an anti-cli- 
max if, as many expect, a formula can be 
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Sharon inspects his troops 
found to save Mr Shamir's initiative with: 
out promising any firm concessions to the 
Palestinians. Mr Sharon has a masterh 
knack of engineering a crisis, exploiting it 
for all it is worth and then emerging trium: 
phant, regardless of what actually happens. 
A general who was always deemed a bril iant 
tactician but a poor strategist can do well ir 
the hurly-burly of Israeli politics. He can af 
ford to lose one round of a fight and still 
wait in ambush for the next one. m 




















Saudi Arabia 


Jittery 


EITHER the ceasefire between lran 

and Iraq nor the steep fall in its oil rev- 
enues seems able to quench Saudi Arabia's 
thirst for sophisticated weapons of war. The 
kingdom's oil revenues have fallen by more 
than 8096 since 1981 and total state spend: 
ing by 5076. Yet the weapons continue to 
pour in. <4 
Saudi Arabia has spent over $30 billion 
on arms since 1980, and recent deals mean 
that its arms bill will shortly grow more bu 
densome still. The defence minister, Prince 
Sultan, was in Paris on June 8th signing 2 
$2.7 billion contract for two, possibly three 
frigates and hundreds of Mistral anti-air. 
craft missiles. He then took his shopping 
bag to London to discuss the Al Yamamah 
("Dove") arms:deal with Britain that was 
completed last July. This is one of the bigges 
arms sales ever. Under it Britain will sell the 
Saudis 120 Tornado strike aircraft, Hawk 
trainer aircraft, helicopters and mine hunt- 
ers, build two air bases and provide training 
and support. Britain hopes to earn as much 
as $60 billion from the contract over a pe- 
riod of 20 years. ; 
The Saudis want more. The American 
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P hari it was planning to sell to Saudi Ara- 
315 Abrams battle tanks, multiple 
ket launchers, an air-defence radar and 
pita aircraft, possibly F-15s, to replace i its 
Iderly fleet of F-5s. Israel's friends in Con: 
I ess, who usually ensure that Saudi Arabia 
c ets less than it asks for, may find these sales 

arder to block. In 1985, when Congress 
ROpped i it buying F-15 fighters, Saudi Arabia 
| 3 ed to the British, who have fewer pro- 
jeli voices in their government, and to 
he Chinese, who have none at all and who 
ave now sold the Saudis ballistic missiles 
vid a range of 2,200 kilometres. 

- Saudi Arabia's feelings of insecurity are 
understandable. The kingdom is as big as 
Western Europe but contains only 9m or so 
Sau udis. Across the Culf lies Iran, which may 
ecome less revolutionary under its post- 
Kh omeini leadership but still remains a rival 
or influence in the region. To the north is 
an io Iraq grown mighty after waging a success- 

al war. So jittery have Iraqi ambitions made 
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March to sign a non-aggression pact with his 
supposedly good neighbour. 

Can lots of expensive weapons buy 
Saudi Arabia the security it longs for? Prob- 
ably not. Its borders are long and difficult to 
defend, its armed forces are small in number 
and a shortage of recruits means that their 
actual strength is well below the official fig- 
ure of 73,000. The Saudis know they must 
rely on technology as a substitute for man- 
power, but their soldiers and airmen are of- 
ten too poorly trained to use their equip- 
ment effectively. The over-diversification of 
arms suppliers has complicated the business 
of training and maintenance, which will in 
turn make the country dependent on Amer- 
ican and West European advisers and tech- 
nicians well into the next century. 

This prospect delights arms merchants, 
because long-term maintenance contracts 
can often be worth two or three times the 
price of the weapons themselves. But the 
Saudis are canny shoppers. They insist on 
paying in barter for some of the weapons 
they buy, and often demand that sellers “off- 
set" a portion of the contract value by in- 
vesting in Saudi Arabia. France will receive 
some of the payment for its latest sale in the 
form of petrochemicals and—of all things— 
agricultural products. The Al-Yamamah 
deal obliges British companies to invest $1.7 
billion in Saudi Arabia over ten years in 
"commercially viable" projects, ideally 
projects which provide the Saudis with tech- 
nological know-how. 

This is not always easy, as America's 
Boeing discovered when trying to meet the 
offset commitments tied to the sale of its 
"Peace Shield" air-defence system in 1985. 
On June 1st the British government an- 
nounced the first proposals for the Al 
Yamamah offset programme: British invest- 
ment in a missile-maintainance plant and in 












Ramble rombié 










IKING once had a special place 

in Israel. Invigorating rambles 
across rugged countryside, culminat- 
ing in patriotic bonfire singalongs, 
nurtured a healthy love of the land. 
Lately, like so much Zionist lore, the 
innocent hike has acquired a sinister 
connotation. 

On June 23rd despite, or perhaps 
because of, the Palestinian uprising, 
11 “hikers” from Jewish settlements 
in the Israeli-occupied West Bank set 
off for a ramble. By the time they had 
passed through the Arab village of 
Karawat Bani Zeid near Ramallah, a 
Palestinian shepherd, Aziz Khamis 
Arar, was dead. 

Villagers say the hikers ran wild. 
The hikers say the villagers threw 
stones at them. The police say one of 
the hikers may have shot the shep- 
herd deliberately, but do not know 
which one. When seven of the settlers 
were taken into custody, other set- 
tlers announced plans for dozens 
more hikes. They were motivated, 
said Israel’s Haaretz newspaper, not 
by a love of the land but “a desire to 
demonstrate who are the lords of the 
territories, and to draw the army into 
further clashes with the Palestinian 
population”. 

















































































an aluminium smelter. Further ideas will be 
hard to generate. Saudi Arabia’s domestic 
market is small and most of its industries can 
already produce more than they can sell. But 
Britain had better keep trying. Rivals stand 
ready to step in at the first sign of failure on 


Britain’s part. 0 


Peru 


| The stratagems 
of a novelist 


FROM OUR PERU CURRESPONDENT 


ATEN UP by envy, Lima’s older politi- 

cians can hardly believe that Mr Mario 
Vargas Llosa has really turned up his nose at 
the chance of being elected his country’s 
president next March. According to opin- 
ion polls, 41% of Peruvians wanted the nov- 
elist to be their president before he an- 
nounced that he was resigning from the 
leadership of his Democratic Front coalition 
on June 21st. Two days afterwards, when he 
had already left huffily for Europe, his sup- 
port had risen to 4496. 

Mr Vargas was fed up with the quarrel- 
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Vargas the scriptwriter 


ling between the two conservative parties 
with which he is allied in the Democratic 
Front. Their veteran leaders, Mr Fernando 
Belaunde and Mr Luis Bedoya Reyes, re- 
sponded by hinting at his inexperience in 
politics. It is only two years since the author 
of “Aunt Julia and the Scriptwriter”, "The 
Time of the Hero”, "Conversations in the 
Cathedral" and other international best- 
sellers organised a confetti-spattered rally at 
"which large numbers of Peruvians protested 
in central Lima against President Alan Gar- 
cia's (abortive) attempt to expropriate the 
banks and insurance companies. 

But what a baptism that was. With a 
convert's fervour, the novelist and former 
socialist whipped up fears of “totalitarian- 
ism” and resurrected the hopes of the Peru- 
vian right for the first time since its crushing 

efeat in the election of 1985. Mr Vargas 
discovered an unexpected talent for politics, 
a profession he had always called "dirty". 
Privately, his conservative allies suspect that 
tactical shrewdness, not inexperience, lies 
behind his abrupt resignation. His aim, they 
say, is to increase his popularity before he 
comes back on terms of his own making. 

The response of businessmen has been 
kinder. His resignation was surely genuine, 
they say; but he will just as surely heed the 
public clamour for him to return and give 
Peru the free-market economy it needs. Oth- 
ers, more cynical, predict that Mr Llosa will 
come back mainly because of the ambitions 
of his wife and son, both of whom are 
fonder of politics than he is. 

Peru's presidency is a mixed blessing. 
The country has been battered by economic 
failure and by the sinister Maoist guerrillas 
of the “Shining Path”. Inflation is running 
at an annual rate of over 4,00096, GDP is ex- 
pected to slump by 1596 this year and pay- 
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ments on the $16 billion debt are in arrears. 
These problems are formidable enough 
without squabbles inside the Democratic 
Front. Mr Vargas's retirement may be calcu- 
lated to shock his allies into firmer support 
for the free-market programme he calls a 
"revolution in democracy”. On balance, it 
seems unlikely that his departure from poli- 
tics will last long. 

With a little more patience, campaign 
money, part-time lessons in political wile 
from Mr Belaunde, who has been president 
twice, and more gaffes from President Gar- 
cia, the novelist could still make it to the Pal- 
ace of Pizarro. Meanwhile he is said to be 
devoting two hours a day to writing a novel. 
Its theme: “the presidency”. 





Bolivia 


When a winner 
cries foul 


INNERS in Bolivian presidential 

elections do not necessarily become 
presidents. Although Mr Gonzalo (“Goni”) 
Sanchez de Lozada, the candidate of the rul- 
ing Nationalist Revolutionary Movement 
(MNR), collected more votes than anyone 
else in last May's election, he may not get 
the job he expected to go with victory. 

The Bolivian electoral system decrees 
that, if no presidential candidate wins at 
least half of the votes plus one, congress 
makes the final decision. In 1985 the winner 
with less than half the votes was General 
Hugo Banzer, leader of the Democratic Na- 
tionalist Action party (ADN). The MNR came 
second, but captured the presidency by 


Gringo Goni 


making a pact with the third-place Revolu- 
tionary Left Movement (MIR). The MNR’s 
leader, Mr Victor Paz Estenssoro, then pre- 
sided over the economic miracle that cut an- 
nual inflation from 20,000% to 10% and set 
the country on the path towards export-led 
growth. The disappointed General Banzer 
supported the economic shock therapy that 
made Mr Paz’s miracle possible. 

Now the general scents a chance for re- 
venge. He came second in May and the MIR 
candidate once again came third. By making 
a deal with MIR he could do what Mr Paz's 
party did unto him in 1985. An ADN-MIR al- 
liance would be an uncomfortable right-left 
coalition against the centre. Yet the tempta- 
tion is strong: the general cannot abide Mr 
Paz’s Americanised successor. Goni is a 
breezy businessman who made a fortune in 
mining and became Mr Paz's economy min- 
ister. He speaks with a gringo accent and 
strikes many Bolivian politicians (though ev- 
idently not voters) as an intruder. His elec- 
tion campaign, helped by an American con- 
sultancy firm, was unusually effective 
because it was unusually rude about his op- 
ponents. They may not be in a mood to for- 
give him. 

Goni complains that when the National 
Electoral Court, on which the other two 
parties have a majority, started checking the 
ballots, it trimmed his lead over General 
Banzer from 100,000 votes to 5,500. He has 
asked the Supreme Court to nullify the 
counts in three provinces and, by way of an 
afterthought, to nullify the election result al- 
together. Congress does not meet until Au- 
gust. Happily, all three leading candidates 
support President Paz’s successful economic 
policies. So, whoever wins, Bolivia may win 
too. 
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EUROPE 


The meaning of Madrid 


FROM OUR SPECIAL CORRESPONDENT IN MADRID 


VERYONE came away happy from the 
European Community’s summit in Ma- 
drid. No matter that the 12 leaders gave dif- 
fering interpretations of what, exactly, had 
been achieved, a sure sign of arguments 
ahead. For now, splits had been avoided and 
one big decision had emerged: all the EEC’s 
leaders have committed themselves to call a 
boc which will map out a route to Eu- 
ropean monetary union. 

Some unexpected flexibility from Mrs 
Margaret Thatcher allowed agreement. Re- 
alising that further opposition to economic 
and monetary union (EMU) would provoke 
other countries to proceed without her, she 
decided to jump on board the wagon. She 
has thereby slowed it down and gained some 
sway over its precise path towards EMU. 

Mr Felipe Gonzalez, the Spanish prime 
minister, eager to restore his socialist cre- 
dentials at home, had hoped to finish 
Spain's six-month tenure of the EEC presi- 
e dency with an agreement on a charter of 
fundamental social rights. But before the 
summit began he realised that Britain's lone 
opposition would block that. So he let EMU 
dominate the agenda. 

Mrs Thatcher set a conciliatory tone 
when the summit opened on June 26th. She 
softened her resistance to locking sterling 
into the near-fixed exchange-rate mecha- 





Delors proposes 
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nism of the European Monetary System. In- 
stead of saying that Britain would join 
"when the time is ripe" (meaning, many as- 
sumed, never), she set out five conditions: in 
Britain, lower inflation; in the EEC, abolition 
of all exchange controls, progress towards 
the single market, liberalisation of financial 
services and agreement on competition pol- 
icy. This clear concession should heal the 
rift between the prime minister and her 
chancellor, Mr Nigel Lawson, who has op- 
posed her desire to let sterling float free. 

It was not enough to satisfy the other 
summiteers, all of whom wanted an unam- 
biguous commitment on moves towards 
EMU. The report of the committee chaired 
by Mr Jacques Delors, the president of the 
European Commission, had suggested what 
these might be. France, West Germany, 
Spain, Italy and Belgium backed Mr Delors 
in insisting on two points Mrs Thatcher said 
she would never accept: that embracing the 
first phase of the report's plan—involving 
closer monetary and economic co-opera- 
tion—should mean agreeing to stages two 
and three, which lead to full currency union: 
and that there should be an inter-govern- 
mental conference to change the Communi- 
ty s founding Rome treaty, so that the neces- 
sary new institutions can be set up. 

Greece, Portugal and Ireland were pre- 
pared to support Mr Delors 
provided they got more aid. 
Denmark, Holland and Lux- 
embourg questioned only the 
pace of the plan. France's Pres- 
ident Mitterrand accused Mrs 
Thatcher of leading the Com- 
munity into fog: she was op- 
posing moves to monetary 
union when she had already 
signed up for it in the Single 
European Act. With a deftness 
not usually associated with 
him, the West German chan- 
cellor, Mr Helmut Kohl, sug- 
gested that the inter-govern- 
mental conference did not 
have to start at once, but could 
be postponed. This opened the 
way for a four-point 
compromise: 

@ A restatement of commit- 
ment to reach economic and 


Thatcher disposes 


monetary union in stages. 
@ Acceptance that the Delors report “de- 
fines a process designed to lead by stages to 
economic and monetary union.” 
@ Stage one should begin on July 1 1990. 
e An inter-governmental conference to lay 
down the subsequent steps “would meet 
once the first stage had begun and would be 
preceded by full and adequate preparation.” 
This was too soft for Mr Mitterrand. He 
tried—and failed—to have it set in stone 
that the inter-governmental conference 
should finish by 1992. The bad temper be- 
tween him and Mrs Thatcher is likely to 
continue during France’s six-month presi- 
dency of the Community which now begins. 


Mr Mitterrand promised to emphasise "a 
Europe of workers”, while the commission - 


is set to produce a series of directives based 
on the still-unadopted social charter. 
Has Mrs Thatcher really given as much 


ground as other Europeans think she has? ~ 


She claims that there is still no automatic 
link between stage one of the journey to- 
wards EMU and subsequent steps. Yet she 





has accepted that the inter-governmental — 


conference should lay down the stages that 
follow the first move. To be sure, she could 
block the linkage by vetoing any treaty 
changes proposed by the conference. But 
that might hurt Britain more than the rest of 
the Community. Other countries could just 
go ahead and set up a monetary union of 
their own outside the EEC framework—leav- 
ing Britain with no influence over it. 

So long as Mrs Thatcher stays with the 
EMU idea, she can seek to steer it in her own 
direction. The debate will now shift from 
whether monetary union should happen at 
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xg sort s EMU is desirable. She has 
ady ensured that the Madrid agreement 
ae undefined "subsequent stages", 
ther than stages two and three of the 
elors E ror. Should EMU involve Commu- 
nity control of member-states’ budget defi- 
ci 3! Should it be balanced by a boost to the 

: on munity’s regional funds, to compen- 
sate poorer countries for losing the freedom 
o E a their currencies? Mrs Thatcher 
vould say no to both questions; Mr Delors 
y O ould say yes. 

In her heart Mrs Thatcher still seems 
ypposed to any sort of EMU. She says that 
hen the vote on setting up an inter-govern- 
ag conference is taken—probably soon 
fter July next year—she will almost cer- 
nly oppose the idea (and be outvoted), 
Ps n though, when the conference begins, 
sh e will not leave an empty chair. Mr Delors 
said after the Madrid meeting that if she did 
not like his report's programme for achiev- 
ing monetary union, he would love to hear 
tr alternative. For a change, she might ob- 


je him. 










































































^ lu ingary 
, s of four 


RO OM OUR BUDAPEST CORRESPONDENT 


N President Bush arrives in Buda- 
- V pest this month, four men at the air- 
rt will be jostling to shake hands with him 
er Hungary's rather unimportant head of 
ste ate has had his go. The protocol chiefs will 
nave a difficult job deciding who should 
on ne first: the newly elected president of the 
lur parian communist party, its general-sec- 
eta , the prime minister or the future pres- 
dent of the republic. Hungary has invented 
n eW form of inflation; instead of one lead- 
it now has four. 
This i is the inconclusive result of a long 


e partys Central Committee, on June 
4th, to form its new ruling praesidium. In 
E oeie leadership Mr Rezso Nyers, 
è party president, is the “first among 
eq quals”. Mr Karoly Grosz remains general- 
E etary, but with fewer powers. The re- 
C pomis Mr Imre Pozsgay has a place, and a 
mise that he will be the party's candidate 
for - president of Hungary, to be elected by 
m versal suffrage within a year. The prime 
ii ister, Mr Miklos Nemeth, is the fourth 
nel : Saber of the quartet. This Gang of Four 
wil l lead the party until a congress scheduled 
f or " October, when the leadership will proba- 
bl ly be changed yet again. 

_ The changes are a clear victory for the 
reformers. Mr Grosz, at best a half-hearted 
ptomoter of Hungary's moves towards de- 
t nocracy, has been forced to hand over most 
of his power to. three more enthusiastic ri- 
Bals. That does not mean that praesidium 


stru uggle for power. The four were elected by . 
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meetings will aye end in a eo 
defeat for Mr Grosz. In Hungary, where ev- 
ery new political group develops schisms 
within weeks, the party reformers are them- 
selves split. 

The 55-year-old Mr Pozsgay represents a 
generation which would like to transform 
Hungary’s political system almost overnight. 
He knows little about economics. He says 
his models are the French and Italian Social- 
ist parties, and some other West European 
social democrats. Britain’s Labour party is 
conspicuously absent from his list of heroes 
of the democratic left. 

The 66-year-old Mr Nyers, one of the ar- 
chitects of Hungary’s economic reforms of 
1968, is an old Social Democrat who would 
probably feel comfortable in the British La- 
bour party. In his office a bust of Lenin re- 
flects his belief in the primacy of the party. 
When the economic reforms were pushed 
back in 1974, Mr Nyers learnt a bitter lesson 
about the link between politics and econom- 
ics. For him the political reforms serve one 
main purpose: to underpin the move to 
freer markets and ensure that it can never 
again be reversed. 

One thing that does not seem to be re- 
versible is the Hungarians’ passion for com- 
promise. Will their new democracy, if it 
really happens, make it any clearer who is 
running the country? 





Yugoslavia 


Fighting back 


HEY converged from all over Serbia, 

perhaps as many of 1.5m of them, to 
gather at Gazi Mestan on the outskirts of 
Pristina, the capital of Kosovo province. 
The date, June 28th, was the anniversary of 
Serbia’s defeat 600 years ago at the hands of 
the Turks, which marked the beginning of 
500 years of Ottoman rule. But these Serbs 
had not come to commemorate defeat. They 
had come to hear Mr Slobodan Milosevic, 
Serbia’s president, deliver a victory oration. 
The victory had come earlier this year, when 
Serbia wrestled back control of Kosovo 
from the locals, 90% of whom are ethnic Al- 
banians. By re-establishing Serb dominance 
over Kosovo Mr Milosevic won the admira- 
tion of his fellow Serbs. He now has the rest 
of Yugoslavia plotting against him. 

Mr Milosevic is undaunted. He took 
Wednesday’s opportunity to lay into his im- 
mediate predecessors for allowing Kosovo to 
slip out of Serbia’s control. He wasted not a 
breath on Kosovo’s Albanian majority. 
Since March the province has been ruled di- 
rectly from Belgrade, virtually under martial 
law. All that mattered to Mr Milosevic was 
that the Serbs were the masters in Kosovo 
once again. 

Thousands of policemen were drafted in 






Supremely Serb 


from all over Serbia to deter any anti-Serb 
demonstrators. They stood guard at places 
like the Gracanica monastery where a spe- 
cial liturgy was celebrated by: the Serbian 
Orthodox patriarch. In the event, there was 
hardly any trouble. Most of Kosovo’s Alba- 
nians kept quiet, knowing that even the 
most modest demonstration would give the 
Serbs an excuse to turn the screws even 
tighter in Kosovo. ° 

Prudence should not be mistaken for 
submission. In an interview published this 
week in the West German magazine Der 
Spiegel, Mr Ibrahim Rugova, the chairman 
of the Kosovo Albanian writers’ association, 
warns the Serbs that, if they continue to try 
to deny Kosovo’s Albanians their sense of 
identity, there will be an uprising. 

Meanwhile, other non-Serbs are quiet il 
organising themselves to forestall any future 
bid by Mr Milosevic for control over the 
whole of Yugoslavia. On June 20th the Slo- 
vene Communist party’s praesidium an- 
nounced that it would not allow itself to be 
outvoted at the Yugoslav party congress in 
December and that, if need be, it would pro- 
claim its complete independence. 

Slovene leaders were recently in Mac- 
edonia, where party bosses are having sec- 
ond thoughts about their earlier support for 
Mr Milosevic. References coming out of Bel- 
grade to Old Serbia and Southern Serbia, 
meaning today’s Macedonia, have the Mac- 
edonians worried. So has a proposed new 
law allowing Serbs to return to lands given 
to them by the pre-1941 royalist regime— 
lands mostly in Kosovo and Macedonia. 
Concern is spreading. Bosnia’s leaders have 
been in Slovenia for a quiet chat. A round of 
Croat-Slovene talks is planned. 
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TA ER economies 


The helping hand 


Our special correspondent ee on some clever new ideas for helping 
Poland and the Soviet Union move from plan to market 


OLES and Hungarians say flatly that 

they want market economies like the 
West’s. Russians talk more cautiously of 
aiming for a regulated, "socialist" market. 
The problem for all of them is knowing how 
to get from a system run mainly by bureau- 
crats to one run mainly by the market. Some 
imaginative proposals for promoting the 


FROM OUR PARIS CORRESPONDENT 


N THE richer parts of Paris not long 

ago, diehards who saw little to cele- 
brate in the French revolution used to 
close their shutters on Bastille day. This 
July 14th a lot of Parisians, whatever their 
politics, are planning to leave town. 

The president’s men organising the 
celebrations want to avoid history lessons. 
Yet this month in Paris risks having more 
than one thing in common with July 200 
years ago. Not only does it promise to be 
rich in contradiction. There is a fair 
chance of pure muddle. 

In 1789 Paris had only one king 

to contend with. This time it will 
have to cope with around two 
dozen heads of state or govern- 
ment. Six of them will join Presi- 
dent Mitterrand for the western 
economic summit on July 14th- 
17th. Some 16 other world leaders 
are coming to mark the bicentenary 
d| of the revolution. 
) Protecting so many notables 
would be a nightmare for the police 
at the best of times. To complicate 
matters, the leaders are to be shut- 
tled about town in bullet-proof mo- 
torcades visiting or inaugurating 
one new building after another: the 
Bastille opera, the pyramid at the Louvre, 
and L’Arche de la Défense, where the 
summit is mainly to be held. 

To stop the city seizing up, the prefect 
of Paris is banning private cars from July 
12th-17th in streets around the Place de la 
Concorde, the site of the guillotine and 
the spot where the two Bastille-day pa- 
rades will end. There will be no parking in 
a large swathe of streets on either side of 
the Champs Elysées. Class-conflict lurked 
in reactions to this. Small-shopkeepers 
and drivers clamouring for exemption 
were outraged. People used to public 
transport, and those who liked the idea of 
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process were presented on June 24th-25th to 
a conference in Vienna organised by the In- 
stitute for Human Sciences. Consider four 
of them, two for Russia and two for Poland. 

The open-sector project. This is the 
brainchild of Mr George Soros, a Hungar- 
ian-born New York financier who has be- 
come communism’s leading reformer-out- 


The retaking of the Bastille 


briefly freeing Paris from its choking traf- 
fic, were disappointed the ban was not 
wider. On the other hand, almost every- 
body is angry that the Louvre museum 
will be closed for the week. 

Mixing a summit with a popular festi- 
val marking the power of “the street” was 
sure to cause friction. People are grum- 
bling about the president’s folie de gran- 
deur—symbolised, in the eyes of some by 
the anti-aircraft battery that is to be put 





a ema cars weren’t canned 


on the Tolbiac bridge across the Seine. 
Would it not have been simpler to call the 
summit before or after? No doubt. Yet 
this is a chance for just the sort of patriotic 
showing off at which France excels. Here 
again is a link with the past. The revolu- 
tionary period was packed with spectacles 
celebrating "the nation”. 

What else is being feted? Nobody is 
fully sure. The main theme of the first cen- 
tenary was the final triumph of republi- 
canism. For most of the nineteenth cen- 
tury until 1870 France had been ruled by 
kings or emperors. So in 1889 there was 
something to celebrate. Nothing so neat is 


on offer this time. 


moods in which the clash of left and ri 


the past are at a discount. The fashion in- 


K 
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Union, with the help be some ot i bes st for 
eign scholars of the Soviet economy. ng O 
tober an outline scheme was put to seni 
Russians, including the prime minister, 
Nikolai Ryzhkov. The Russians were inte 
ested. Eight months, six working groups ai 
100 specialists later, the result is a strateg 
that is brilliant but probably unworkable. xd 
The idea is to create a market enclave i 

the Soviet Union. This would aclu 
lected firms throughout the country and cer: 
per geographical regions. In this "open sec- 
, firms would work for profit, ace 
anao set their own prices, choo: s€ 




















France nowadays is in one of those 








is muted. Interpretations of the evolu- 
tion which see it as a decisive break with 

































stead is to treat it as a complex affair, vidil 

no clear modern message. Historians have 
more or less demolished the Marxist i inter- - d 
pretation of the revolution, which wa: 
once particularly popular in France. No P 
other theory of why it happened or what it í 
meant has been generally accepted. It is 
hard to make a slogan out of thousands of 

learned monographs. 

This academic fog does not. 
bother the two men in charge of © 
festivities, the president's adviser, - 
Mr Jacques Attali, and his minister — 
of culture, Mr Jack Lang. They . 
want to show not France as it Was. 
then, but France as it is now. To a 
bicentenary that preaches, they | 
prefer one that plays. For the eve 
ning parade on July 14th they - 
found the perfect orchestrator, Mr 
Jean-Paul Goude, once art director — 
of the American magazine Esquire 
and maker of some of France's 
choicest television commercials. - 
What little he knows about the | 
revolution, he boasts, he learnt - 
from picture books. 

A frivolity then, worthy of died 
court at its most refined? Not entirely. 
Conflict between rich and poor will hover 
over the party. À South African singer, 
Mr Johnny Clegg, is to appear at | 2 

"counter-summit" to champion the have- 
nots. Debt relief for third-world borrow- | 
ers is to be one of the main topics at the 
summit. : 

There are few revolutionaries among 
France's politicians today. It is fitting tha: t 
two opposed spirits guiding the celebra - 
tion will be the playful Marie-Antoinette 
and the earnest Necker, Louis XVI's fi- ' 
nance minister, who struggled to right ded | 
nation's finances before the explosion. 










3 the sector UE e run De à 'manage- 
it authority" whose job would merely be 
nsure a smoothly running market. 

he essence of the open sector would be 
—it would include state-owned firms, 
"ventures, co-operatives and private 
ipanies—all under a common legal and 
regime, and with its own banking sys- 
; Open-sector firms would operate both 
roubles (with the rest of the Soviet econ- 
omy) and in hard currency (for foreign 
r e, and among themselves). They would 
use a “valuta rouble” as the unit of account 
fora basket of convertible currencies, the 
exchange rate between ordinary roubles and 
ita roubles being set by auctions. As the 
n sector grew, so would its benefits for 
the rest of the economy: supplies of con- 
er goods, competitive manufactures, 
lern-minded managers. 

The design, however, is flawed. It is not 
that too many of Russia’s politicians will 
ct it.as a capitalist Trojan horse. The 
n sector's success would depend, as its 
ntors admit, on big changes in the way 
e whole economy is run: notably on tight 
rol of the money supply, without which 
r would simply import rouble infla- 
hose changes are unlikely to happen 
ry—and if they did, Russia would be 
the way towards a market economy, 

uld have little need of the open sec- 
-the whole project is intriguing if 
ecause it shows that some top Rus 
€ interested in exploring bold, mar- 
‘iented suggestions. 

ree economic zones. The Soviet co- 
ator of the open-sector project is Mr 
Ivanov, the deputy head of the State 
nission for Foreign Economic Rela- 
He has produced his own brainchild: 

‘print for free economic zones. It con- 
some of the open-sector ideas, but with 
restrictions—presumably to make it 
practicable. | 

ee special zones are already at vari- 








ar the border with Finland, is for 
h-tech. Another is centred on Nakhodka 
Far East and would process raw ma- 
« The third, and most advanced, is 


ages.of preparation. One, around Vy- 


» EXE 


In 
around Moor: It is to specialise in con- 
sumer electronics, tourism and possibly 
health care; there is even talk of buving out 
the local military airport and extending the 
runway to take stopover jumbo jets en route 
to or from Japan. The still undecided ques- 
tion is quite how these zones should be run. 
The Ivanov outline presents one view. 

His notion is that the Soviet zones 
would not be small, export-oriented en- 
claves offering favourable conditions for for- 
eign capital, but large areas with close links 
with the domestic economy: "a laboratory 
for us’’, he says, to test the market system. 
The zones would have their own budget, 
balance of payments and, maybe, their own 
currency. Firms there would be encouraged 
to have the most adventurous forms of own- 
ership—leasing, co-operative, joint-stock— 
now envisaged in Russia. Incentives to for- 
eigners would include exemption from cus- 
toms duties and simplified hiring-and-firing 
rules. Each zone as a whole would pay taxes 
to the state budget. Within the zone, enter- 
prises would be free to do as they chose. 

Up to a point. Firms would in practice 
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have many obligations, especially to supply | 


goods for so-called “state orders”, 
perestroika's code for the plan. The restric- 
tions lead critics to claim that the zones 
would not be “free” at all, and that the 
learning process would work the wrong way 
round: not Russians finding out about west- 
ern ways, but westerners learning how to op- 
erate in Soviet surroundings. The kinder 
view is that the Ivanov blueprint is indeed 
pretty brave, and should be welcomed. 


Packages for Poland 
The Polish case is more pressing. The coun- 
try is far smaller, so foreign involvement can 
make a bigger difference; and it is broke, so 
Poles are desperate for help. Both the gov- 
ernment and Solidarity are ready for deep 
reforms, but fear these will at first make 
things worse rather than better, and so risk 
causing chaos. Hence, some people argue, 
the need for a bold western initiative now, 
to help Poland over the hump. 

The Soros plan. Mr Soros has also 
been busy in Poland. He sees its economic 
mess as an opportunity: desperation makes 
Polish leaders open to suggestions they 


use debt z asa 


Soros suggests setting up a 
agency" that would supervise the privatisa- 












lever for. privatisation. E 

- The Polish state owes the money (nearly 
$40 billion), but its enterprises are an asset 
which could be offset against the debt. Mr 
“liquidating 


tion of state enterprises. Some of the capital 
would be sold to investors at home or 
abroad, some would be put into trusts, and 
up to a third of the shares in each trust 
would eventually be swapped against debt. 

All this would be accompanied by a Pol- 
ish “big bang", involving the freeing of 
most prices, the removal of most subsidies, 
and tying the zloty to the ecu at a realistic 
exchange rate. Tight monetary policies 
would lead to high unemployment. Life 
would be tough for Poles, even though eased 
by debt relief and new credits worth about 
$5 billion over three years. 

The plan has the backing of both the .. 
Polish. government and Solidarity, but wes 
erners’ reaction has been sceptical. Too in- 
terventionist, they say, and too expensive. - 


The Trzeciakowski plan. Another 









proposal, by Solidarity’s chief economist, 


Mr Witold *rzeciakowski, is even more ex- 
pensive: $10 billion over three years. De- 
scribed in this newspaper last week, it goes 
beyond the Soros idea to suggest that con- 
trol of the adjustment programme be given 
to the new Senate, or upper house, which is 
9996 controlled by Solidarity. That is why 
the Polish government has not endorsed it. 
Nor has Solidarity, some of whose members 


* fret about its frankness on unemployment. e 


Both these plans for Poland are now be- 
ing circulated among the leaders of the- main 
industrial powers in advance of their sum- 
mit in Paris in a fortnight's time. The details 
look unacceptable. But the rich countries 
need to think hard about whether, at this 
critical moment, it might indeed be in their 
interests to give Poland a big helping hand. 















Y he North-West-German-State-Lottery 
~ ts the only lottery that offers extremely 
large prizes compared to the limited 
ue of only 700,000 tickets. The lottery runs 
over a period of 6 months, one class per.month - 





| Over 241 Million D-Mark | 
in prize money 











Draws are held in public each friday and are 
" Supervised by government officials. The re- 
sults are published monthly in an official 
winning-list. 
The number and the amount of prizes is fixed 
before the commencement of the lottery. There- 
.. fore, all tickets are in the game and each has an 
s equal chance or winning. Ail prizesa are paid-out 






| ou order your ticket on the order 
coupon below. Within days you receive 
your ticket together with an invoice 


e the official drawing schedule with rules 
* and regulations. 


PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
Check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
at your own risk). 

fter each month you will receive the official 

inning list, together with the ticket for the 
“next class via air mail. 


. When your ticket is drawn, you will imme- 
diately receive a winning notification. 
pea prio many will be transfered to you 





: YE T3 Til try my luck and order! 


All classes (1st - - 6th class) 83. Lottery beginning 


Sep. 29, 1989 to Mar. 23, 1990 


.... ef the Nordwestdeutsche Klassenlotterie 
Please fill in number of tickets you want to order per month 





11 ticket 744.00 
384.00 


1/2 ticket 
204.00 


l HERE'S THE BEST CHANCE YOU'LL EVER GET. ff 


a: 1E GERMAN STATE LOTTERY. 


4. Monthly personalized statements 


GET YOUR SHARE OF 241 MILLION DM | 


course, if you hit a jackpot you can come in > 


‘and confidential service. Now it is up to you, | 
so order and mail the coupon today. We wish | | 





402.20 € 243.95 
207.80 € 125.95 
110.80 € 66.90 


— 







Guaranteed Prizes: 280,025 






in German Marks (DM), one of the most stabil 
currencies in the world. 








Tickets can be ordered from anywhere around We Xl 
the globe in a half yearly subscription. We offer M'Y 
full (1/1) tickets, which when drawn, receive iB 

the whole prize, half tickets = half prize and i 
quarter tickets accordingly. | 


The ticket-numbers are registered in your name || 

before they are mailed, thus insuring 100% |E 
security for you in case of loss. The full-service |f 
fee is as little as DM 24.- for all 6classes. (Other |l 
lotteries surcharge more than 60% of the actual {ff 
Lottery ticket). E 

















SUMMARY 
OF PRIZES*- 


2 prizes of 1,621,000 US : 
2 prizes of 1,081,000 US$ 


















of account. 22 prizes of 540,000 US$. 
» Instant individual and confidential |f — 6 prizes of 270,000 US$. 
notification of win. d 24 prizes of 135,000 USS. 





135 prizes of 
6 prizes of 
11 prizes of 
4 prizes of 


54,000 US$. 
43,200 US$. 
40,500 US$ | 
37,800 US$. 

4 prizes of 32,400 US$ 
14 prizes of 27,00 US$ 


Plus 279,795 prizes 
up to US$ 21 ,600 E 


| 100% Payouts 
1 3 No withholding of winning — 
nEUVEM | 26 weekly draws with | 
anna WURDE | Piet up to 1.62 Million US$ 
If coupon is missing, write for information. | Dn 
; Il Order today win tomorrow 


State Accredited Lottery Agent JE | | 1 | 
Lotterie-Einnahme Hameln Il Prizes ar quoisd in USS for your con 
B at the Rate USS l- = DM 1.85 E 






by check within one week of your request. Of 










person to collect your prize in cash. 


If you are already our customer, please do not 
order, because you receive the ticket automa- | 
tically for the next lottery. | 


You can be sure you will receive fast, honest | 
















you lots of luck. 
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chance better than 
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D-3250 Hameln, W.-Germany 
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ss reactions suggested a 
p iae by Mrs 


idging commitment to 

Times); no doubt 
Opposition to union 

egraph); no more 


f a union than Hitler i 


uccess (Sun). 


figures dori May's 
lly adjusted current-ac- 
deficit at £1.32bn were 
sant surprise. The 
{and the stock market 
dup. The Treasury cut 
st for this year's defi- 
om à £20bn to £16bn. 


government suggested 

ing the clocks forward 

e hour to bring them into 
ine with continental time, re- 
lucing road-accidents and 
ligning European lunch- 
Yours, But this would also 
mean later sunrises, with mid- 
winter darkness lasting until 
0.30am in the highlands. 


hn Major, chief secretary to 
Treasury, set an anti-infla- 
tone for this summer's 
lic-spending round, dis- 
g notions that the gov- 
ment might try to spend its 
t of its mid-term 


ord may win the boat race © 


sut Cambridge is well ahead 
n a book race. 
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mea ; at 


| 
il 
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Disaffected — 


One week after a riot in 
Bradford, West Yorkshire 
police had to cope with an- 
other in Dewsbury, Outsiders | 
describing themselves as 
British National Party sup- 
porters fought with local — 
Asian youths holding an anti- 
racism rally. É 


The transport and general bs 


workers voted at their annual’ |. 


trade-union conference to . 


| stick to their unilateralist - 


7 || defence policy. Neil Kinnock, 


"A entm you say?" 


More strikes hit the public 
sector. The railways and Lon- 
don's tube suffered a second 
24-hour stoppage and BBC 
schedules were again dis- 
rupted. White-collar workers 
in local government voted to 
strike in July. 


An advertising campaign was 
launched, partly paid for by 
the government, to get more 
people to visit their opticians. 


- Leading chains have seen a 


sharp drop in the number of 
sight-tests since April, when a 
£10.40 charge was introduced 
by opticians to make up for 
the government’s withdrawal 
of an NHS fee of £10.40. But: 


no signs yet of a price-war. 


Án army spokesman in 
Northern Ireland confirmed 


{that the Treasury is thinking 
I: of charging all but front-line 


soldiers in the province for 
their food and accomodation, 
as is army practice on the 
mainland. 


Upwardly mobile 
Sir Geoffrey Howe became 


the longest serving foreign sec- 


| retary in modern times but re- 
| vealed, when pressed about 


his prime-ministerial ambi- 


tions, that he still hoped he 


had a field marshal’s baton in 


his a 


The BBC agreed to pay ITN fi- 
nancial compensation for 
poaching Peter Sissons, the 
presenter of Channel 4 News, 
with a three-year, £500,000. 


contract. 
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A book entitled ' Nightmare: 
The Ernest Saunders Story” 
appeared unheralded in Lon- 
don bookshops but attracted 
wide coverage for its version 
of the Guinness debacle and 
the sacking of the company’s 
former chairman. Written by 
his son, the book says Mr - 


Saunders.was “deeply shoc ked | 


and totally dumbfounded” — 
when the affair broke in 1986. 


Sacked cabinet ministers are 
to be given three months’ pay 
to help ease the transition to 
life on a backbencher's salary. 


Although losers in this sum- 


mer's mooted reshuffle would 


not be entitled to it, the leader 


of the opposition would bene-. 


fit should he lose his post after — 


the policy comes into effect i in 
the autumn.’ | 


| 


their own in fu 
touts sold Centre Court tick- 


addressing it two days later, at I 
tacked the conference for op- ..™ 


posing Labour's move away 
from unilaterism and drew = 


Sir Terence Conran, chair- 
man of the Storehouse 


group, joined the outlaw fra- 
ternity of leading retailers 


whose shops ate illegally open 
to customers on Sundays. 


England’ S aikai captain, be- — 
set by criticism of his team's fè 
poor showing against Austra- 

lia, scattered the furniture in 
storming angrily out of a mid- 
match press briefing. But he 
stormed back in Boy 5 Own . 
Paper style by scoring a cen- 
tury in the next day's play. 
England still lost. 


Strawberries went on sale a 
Wimbledon, price 40p each. 
Tennis fans vowed to bring 
ture, Ticket 


ets for up to £200 each—or 
 thecost ofa mere 500 
strawberries. | 
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BLACK LABEL COMMANDS MORE RESPECT | 
ii (129 YEAR OLD mR 
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The results of progress - the top of the range Saab 9000 CD, the new Scania 3 series trut 


Over the years we have gained a reputation for engineering skill and forward 
thinking. Attributes which have been the groundwork for an unequalled breadth 
of products in the field of transport technology. 

Over the last decade the Saab-Scania Group's world-wide sales have increas 
each year by an average of 14%, and profits rose by an annual average of 21%. 
During that same period more than 14% of sales was re-invested in sites, plant ar 


We make cars, trucks, aircraft — and progress 
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"Truck of the Year 1989" and the Saab 340 regular airliner. More comfort, more economy, more power, more capability. 





product development. As a result sales in 1988 exceeded y 
SEK 42,500 m. (US $ 6.8 billions) and consolidated income M 5 CGAMAB-SCANI/A 
SEK 3,200 m. A financial progress which comes from n Leaders in specialized transport technology 





making trucks, cars and aircraft — the Saab-Scania way. 


For more information about Saab-Scania and its products please write to: Saab-Scania AB, Corporate Communications and Public Affairs, S-58188 Linkóping, Sweden. 


ect for the 


ledoneentre 


e books that form his private library 


His grandfather began the 
library, his father built upon it, and 
now it is his. He knows that such 
an important legacy must be 
carefully tended. 

He came to Merrill Lynch 
because he knows we look after 
investments with the same kind 
of attention he lavishes on his 
books. 

Through Merrill Lynch Finan- 
cial Consultants, clients have 
easy access to an extensive array 
of investment opportunities, 


(61989 Merrill Lynch 
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Arespectorhisfutureled him to Merl Lynch 


everything from traditional equity 
and bond markets to Euronotes 
and financial futures. In addition, 
they can call upon a Merrill Lynch 
Private Banker for such services 
as multicurrency deposits, bank 
guarantees, discretionary port- 
folio management and securities 
financing. 

And that's perhaps what appeals 
to this entrepreneur and book 
lover most: the unique partnership 
of private banking and investment 
services available from the same 





capable source. 

To find out how Merrill Lynch 
can put a whole library of financial 
opportunities within your reach, 
call your Merrill Lynch Financial 
Consultant. Or write in complete 
confidence to Nancy Meyer, Merrill 
Lynch, St. George's Building, 12th 
Floor, 2 Ice House Street, Central, 
Hong Kong, Tel: 852-5-8445768. 


125 Merrill Lynch 


A tradition of trust. 















r SHE grubbiest sight in prosperous 1 Brit- 
A. ain is of Londoners struggling to get to 
work. The bus, tube and rail strikes of the 
.past few weeks show that the man on the 
Clapham underground is still prone to 
. *ade-union-ordered misery. 
But his trek home through Wednesday's 
Wimbledon-week showers was only margin- 
-aly less disagreeable than his usual com- 
mute, jammed between other sweaty 
unfortunates on the Northern line. Luckily, 
the British are rarely riot-prone; otherwise 
hordes of enraged stockbrokers would de- 
gend upon Westminster. Even so, the gov- 
hment is increasingly worried about trans- 
“port i in general and London's underground 
-in particular. It is fast becoming a national 
disgrace. 

. Mr Paul Channon, the transport secre- 
tary, believes that better public transport— 
rather than new roads—is the key to moving 
‘Londoners about more efficiently. After the 
inquiry into a terrifying underground fire at 
Kings Cross, he appointed a new chairman, 
“Mr Wilfred Newton, to London Regional 
Transport, the body that supervises tube 
-and bus operations through public subsid- 
aries. Mr Newton, formerly chairman of 
ongkong's successful underground, took 
up his appointment in March; Mr Channon 
iim to. propose a. management, invest- 
t and. financial strategy by the end of 


















at strategy, delivered this weekend, 
l finally start to turn London Under- 
‘ground into a modern organisation worthy 
ofa modern city. It has three aims: to 





ondon Underground regrets 


sharpen the tube's management, to invest 
wisely in its infrastructure and to create a 
sound financial base with limited public 
subsidy. 


Managing chaos 
The reason for the commuter's misery is ob- 
vious. London Underground carried 6096 
more passengers in 1987-88 than in 1982, 
partly because 100,000 more people work in 
central London, partly because travel passes 
are cheap. Capacity has meanwhile in- 
creased by only 1096. 

Underground managers point out that 
they could not have known that central 


London's working population would rise. In 








Capital eis on nire ica systems 
$m (1988 prices and 
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speedy reaction to difficulties with the 


tives show how limited the devolution 
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the ten years to.19 
business had decli 
plains the lack of t 
not excuse the failure 
ing system properly. E 
were maintained ori 
down: an approach that wo 























du 
most factory managers b sack. It tak 
average of a year to replace a defunct 
lator; one in three is not working. — 
The inquiry into the Kings Cross 
cribed some of the underground's failin 
a rotten system of management. Lin 
responsibility, it said, were blurred, an 
erational and engineering staff did not: 
what each other was doing. No one per 
at Kings Cross was in charge. 
Even before Mr Newton's appoint 
a new managing director, Mr Di 
Tunnicliffe, a former airline pilot who 
risen to take charge of British A 
mainline fleet, was starting to clear 
management mess. His reforms are du 
completed by August. The biggest ch 
a new four-tier hierarchy to manag 
tube line: the line manager, the aa 
ness manager, the "centurion" run 
big station or several small ae ani 
duty station manager. A centurion is 
sponsible for everything from escalator: 
ticket-office staff. If anything goes wron 
is his fault. | 
Mr Tunnicliffe claims that the new, 
volved system is already delivering a m 
flexible use of staff. Look, he says;.a 


















































automatic ticket barriers, which most 
tomers hate. Station managers, off t 
own bat, have made extra staff availabl 
help passengers use them. But such t 








London Underground: passengers entering per 
Tm hour Spring 1988, 00s > 
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and engineers make the decisions that 
: customers most. 

Virtually all the supply and mainte- 
ice of equipment is still organised by a 
arate engineering division. So a station 
nager must wait his turn for an escalator 
pair, rather than trying to order it directly 
m a contractor. That, argues M: 
inicliffe, is inevitable: "We work in a 
y inflexible industry with few suppliers 
. long lead times." London Under- 
und claims its escalators are unique, and 
y two companies in the whole world can 
air them. Come off it. 

"he one area that has palpably changed 
ommunication with passengers. Long an- 
cements explain why trains have been 
red, when they might be expected and 
h escalators do not work. The day after 
Economist moaned to Mr Tunnicliffe 
it a delay in fixing escalators at Kentish 
1, an explanation of why they were bro- 
ippeared on a blackboard at the station. 
sare better than nothing. But the 
- number of them tells of a funda- 
tally run-down system. 








ting at last | 

ng the early 1980s London Under- 
nd's investment sank 
m meagre to shameful levels . 
see chart on previous page). 

. low heavy spending has be- 
un on new trains, improve- 
nts to the biggest stations 

d signalling. 

Better signalling will do 

t to ease congestion. The - 
rthern Line is being pro- 
ided with eight extra trains 

t this year, which will theo- 
ally increase its capacity by 
but even the trains now 
g the line must often wait 
d lights. Fully computer- 
signalling of the type used 
he Paris metro could in- 
ase capacity by 30%, just by 
trolling train speeds rather 
in making drivers stop at 
ts. That would reduce 
mum gaps between trains 
m 21⁄4 to 1/2 minutes. 

Such changes take depress- 
ly long. The biggest upgrad- 
scheme now in hand, on 
Central Line, will not be 
pleted until 1994. Mean- 
e, commuters will have to grin and bear 
eak-hour passenger traffic on the under- 
ind is forecast to grow by 896 in the next 
years: with capacity growing roughly as 
things will get no better, if no worse, for 
t our human sardines in the early 








hise with passengers, rne senior man- 
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Wilfred Newton 





Denis Tunnicliffe 
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| What price comfort? __ 


OLITICIANS hate approving fare 

increases almost as much as passen- 
gers hate paying them. When London 
Underground's new managers suggested 
recently to Parliament's transport select 
committee that fare rises might help limit 
growth in demand and thus prevent even 
worse overcrowding, the committee's 
MPs were up in arms. Ministers, more 
quietly, resist proposals from London 


above inflation. 

Received wisdom has it that fare rises 
would not immediately scare away many 
rush-hour passengers: roughly, for every 
1096 fare rise, 296 would stay away. But 
some recent studies of the longer-term 
impact suggest that, once work patterns 
and house-buying decisions have time to 
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Channon would like the network to match 
the needs of centra-London commuters. 
That will mean building new lines. The Cen- 
tral London Rail Study, published earlier 
this year, proposed £3.5 billion-worth of in- 
vestment. Mr Channon will soon announce 
which lines he favours. But he 
has already made up his mind 
on financing: if a scheme can- 
not pay for itself through fares 
and finance from private devel- 
opers, he warns in the intro- 
duction to the study, the gov- 
ernment will pay only where 
economic benefits, such as the 
relief of road congestion, could 
justify the subsidy. | 

That equation might not 
add up. Mr Newton got Hong- 
kong's metro financed mainly 
by private developers, but Lon- 
don is different. In Hongkong, 
developers owning huge new 
complexes near the stations 
were prepared to pay; in Lon- 
don, with the exception of Ca- 
nary Wharf in Docklands, 
property ownership is more 
dispersed. Mr Newton has told 
the transport select committee 
that he doubts whether the 
proposed new lines for London 
can be financed on fares and 
developer contributions alone. 
Since rocketing tube prices are 
politically embarrassing (see box), ministers 
may have to choose between dropping the 
plans and handing over a subsidy. 

While they are waiting for their new 
lines, London commuters could make things 
easier for themselves by changing their work 
habits. Peaks are so concentrated (see chart 
on previous page) that there is even a slight 
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change, 3-6% of passengers might stop 
using peak-hour trains, with a minority 
switching to off-peak tubes rather than 
different forms of transport. That might 
ease the underground’s problems; but, if 
the rest took to their cars, it might in- 
crease London’s. That is a reason for 
pricing congested roads, too. 

Mr Paul Channon, the transport 
minister, would like higher fares to con- 
tribute heavily to a future £3.5 billion in- 
vestment programme, obviating any 
need for subsidies. But if higher fares 
were to reduce passenger numbers sig- 
nificantly, enforced travellers could end 
up having to buy tickets at a multiple of 
today's prices. That might yet prompt 
ministers to relax their views on 
subsidies. 
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lull in between the rush out of dices a at 5pm z 
and the next rush at 5.30pm. e 

Pricing could spread the load: Commut- | 
ers with season tickets pay the same whether 
or not they travel in the rush-hour. Peak- - 
time fares could be made more expensive. . 
London Underground says it would like to. 
do this, but that selective fares would be 
hard to administer without huge investment. 
in automatic ticket-barriers at suburban sta- 
tions. But with some imagination, time-sen- 
sitive pricing should be possible. ° 

In the longer term, the government may 
need to consider how better to prevent de- 
mand for transport to central London from 
growing so much faster than supply. One: 
way would be to give planning consent for- 
offices only where new routes were sched- 
uled to reach them; such strategic planning: 
became harder with the abolition of tha 
Greater London Council in 1986. Anott | 
possibility is to let market signals influence -. 
travel decisions of every kind more than 
they have so far been allowed to. Peak-hour 
road pricing combined with high peak tube 
fares could change travel habits. Earlier this 
year the transport department set up a sin- 
gle unit to consider for the first time road. 
and rail options for London together. It 
should have plenty to think about. 



























Retailing 
Out to grass 


HERE is a morning-after feeling in the 
high streets. Interest rates mixed with 
Nesterday's over-expansion have given the 
wetailing chains a headache. According to a 
eport published on June 27th by Clive 
Es and partners, a firm of surveyors, the 
icompanies that were prospering a year 
vago—Burton and Sears, in particular—have 
shelved expansion plans while others—like 
Storehouse and Ratners—have been trying 
Ko sell their shops. Rents have flattened, and 
kthe fat lump sums that last year were de- 
'manded of new tenants in central London 
Ihave disappeared. 

But not all retailing is suffering. Out-of- 
town retail parks, by far the fastest-expand- 
ipg part of the shopping business, still look 
b despite previous fears that the mar- 

t might be getting close to saturation. On 
the outskirts of cities and towns they are 
spreading in brick, concrete and corrugated 
iron. They now account for 1496 of retail 
sales and more than half the country's shop- 
ping-centre space. 

Congestion and politics created out-of- 
town retailing. It happened later in Britain 
than in America or France because of plan- 
ning controls. But restrictions have loos- 
ened in the 1980s: local authorities have 
been encouraged to look favourably on out- 
oftown shopping, as their town centres 
leave jammed with traffic while industrial 
land and sheds lie disused a few miles away. 
There are now around 100 parks offering 
mostly food, furniture, carpets, do-it-your- 
self, electrical goods and car parts. 

In America and France, warehouse re- 
tailing spreads in ugly ribbon developments 
along the roads into and out of town. Brit- 

in's planning regime has allowed planners 
B. the warehouses into parks. That 
also has commercial logic. Retailers can 
share parking areas and the cost of the frills 
that are now de rigueur. 


. LJ Out of town, other than retail park 
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Mall to you, park to us 


The pioneers, like Queensway carpets, 
occupied disused industrial warehouses; the 
next wave built their own corrugated-iron 
sheds; these days, they go in for walkways, 
gazebos, clock-towers, play areas. In Swan- 
sea, they have an aviary; Stevenage's Roar- 
ing Meg park offers indoor skating and 
cricket; bowling alleys are now appearing in 
planning applications. Developers and re- 
tailers have learnt that a fun-for-all-the-fam- 
ily image both boosts sales and helps to se- 
duce suspicious planners. 

Now that the downturn has come, busi- 
ness is watching anxiously to see how the 
parks perform. Some worry that the 
strength of the boom has enticed retailers to 
grab space at inflated rents, and that parks 
may have been ill-thought-out. (Mr Richard 
Eassie of Verdict, a consultancy, points out 
that in some parks five low-quality furniture 
warehouses compete on the same site: cus- 
tomers looking for a variety of quality may 
therefore be disappointed.) Meanwhile the 


HE watery clichés with which eco- 
nomic jargon overflows have gained 
new life from a machine which the Lon- 
don School of Economics has restored 
and put on display. Designed and built 
by Professor Bill Phillips (of curve fame), 
it models the behaviour of the economy 
by pumping coloured water through a se- 
ries of tanks and tubes. 

Spending and investment are 
pumped in, while taxes and savings are 
siphoned off. An adjustment in the size 
of the relevant tanks or valves changes 
the money supply or the tax rate, and the 
effect on the economy can then be mea- 
sured. Although the machine bears a 
close resemblance to a Heath Robinson 
drawing, it can measure the effect of 
changing one variable to an accuracy of 
296—not bad, in the pre-digital era. 









Watch the cash flow and the rates float 







































boom goes on. According to Hillier Parker, 
a large firm of estate agents, the aggregate. 
space proposed for all types of new shopping 
developments fell from 95m square feet in 
December to 80m in March. By contrast, 
plans are still piling up for new parks, with - 
another 60 schemes scheduled for 1989. | 

This could make sense: the experience - 
of retailers abroad suggests that more kinds. 
of shops are likely to take a trip out of town. 
Shoes, leather and toys are just beginning to - 
appear in the parks, while clothes have not - 
yet made much of an appearance. " 

The government, not the market, is the - 
main constraint on further expansion. On | 
June 27th planning permission was refused 
for two mega-parks, one on the Rover — 
Group's old commercial-vehicle site be- — 
tween Edinburgh and Glasgow, and the — 
other on the outskirts of Glasgow. The Scot- _ 
tish Office decided they would harm exist- — 
ing shopping in town centres. E 


E 





r2 


Professor Phillips built the first model | | 
in a garage in Croydon, using pumps || 
from a Lancaster bomber, and demon- 
strated it before an interested if sceptical 
audience in 1950. He used it for teach- 
ing, but eventually tired of baling out stu- 
dents when the classroom flooded. 
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A day brunch is not complete without a 


up-market Sunday for 28 years. High- 
ided, Euro-positive, and eco-sensitive, 
newspaper will be aimed at well-heeled 
g professionals—the types who happily 
ad the Independent during the week, but 
over their Sunday choice. They com- 
n about the Sunday Times’s huge bulk 
id. Rottweiler politics. They pick sparingly 
he Observer and find the Sunday Tele- 
aph too fogeyish. With a rare show of una- 
ity, moneymen, journalists and advertis- 
are betting that the new paper will reach 
eak-even point of 360,000 a week. 
e paper has two important things go- 
r it: good journalists and rich backers. 
cessful raids on established papers have 
led some famous names. (Significantly, 
team under Mr Peter Cole's editorship 
ides eight correspondents for sport but 
one for religion.) And several blue-chip 
mpanies, including Prudential (its leading 
vestors), Hambros, Eagle Star, 
nlington and the Tribune Company of 
cago have—after some anxious mo- 
ments—come up with the £18m needed for 
launch. Advertisers hope that the paper 
5 spotted a gap in the market among high- 
spending readers. 








commissioned by the Correspondent, 
iich found only 26% of those questioned 
ery satisfied” with their Sunday paper, 
ainst 8096 with their daily paper. Many 
ople seem to dislike the way that some 
oprietors have been using their papers to 
le private hobby horses. The Observer has 
oned on about the evils of the Al Fayed 
Others (coverage of their feud with the pa- 
s owner, Lonrho, this week earned a re- 
: from the paper's independent direc- 









UGE numbers of Britons feel that Sun- | 


| in their bloody history. 
i 
| 
| 


. Such hopes are bolstered by a Gallup ` 


I‘ JULY and August, when most peo- 
ple are watching Wimbledon or tak- 
ing a holiday, the men of Ulster are on 
the march. With an all-too-combustible 
mixture of military brouhaha and tub- 


thumping nostalgia, Catholics and Prot- 
estants celebrate the bloodiest moments 


For Protestants the high points are 
July Ist (anniversary of the battle of the 
Somme in 1916, when Ulster regiments 
suffered heavy losses) and July 12th 


(anniversary of the Battle of the Boyne in 


1689). Catholics prefer later dates: Au- 
gust 9th 1971, when the security forces 
arrested more than 300 Catholics with- 
out trial, and August 14th 1969, when 
British troops took to the streets to prize 
apart the warring sides. 


tors), while the Sunday Times endlessly 
proclaims the wonders of Sky television, 
also owned by Mr Rupert Murdoch. 

High-handed owners are equally unpop- 
ular with journalists. Employees of News In- 
ternational, upset by Mr Murdoch's empire- 
building and distressed by the downmarket 
drift of the Sunday Times, have made up a 
strikingly high proportion of the 1,200 jour- 
nalists who have applied for jobs with the 
new paper. As the Independent has demon- 
strated, a new quality paper high on integ- 
rity and low on padding can tap a large fund 
of good will among both readers and 
journalists. 

Still, making a success of the Correspon- 
dent will be hard. The Saturday newspapers, 
sprouting new supplements, sections and 
magazines almost every week, are eating into 
the Sunday market. Buy a quality paper on 
both Saturday and Sunday and you may end 
up with 300 pages of newsprint, enough to 
sate all but Britain’s hardiest news junkies. 



























But this year’s anniversary of August | 
14th promises to be particularly tricky. | 
Thanks to Colonel Qaddafi, the ira is | 
better armed than at any point in its his- | 
tory. And thanks to its recent military | 
and political setbacks, it has powerful 
reasons to use its firepower. À combina- | 
tion of heavy army patrols and numerous | 
police checkpoints has made terrorist ad- 
Í 
l 
| 
| 
| 





ventures more difficult; and the IRA's po- 
litical wing, Sinn Fein, has done disap- 
pointingly in elections for local- 
government seats, for the  lrish 
Republic’s Dail (parliament), and for the 
European Parliament. 

Depressingly, such setbacks are good 
news for the RA, which always preferred 
bombs to ballots. In their zeal to com- 
memorate August 14th, hard-liners may 
be forced to choose a softer target than ^ 
the army. But celebrate it they will. 










Hardly surprisingly, weary readers are buy- 
ing fewer weekend papers. 

And the established Sunday papers are 
doughty fighters. The Sunday Times, cur- 
rently leading the market (see chart), has 
vast resources of journalists, money and ad- 
vertising to use against any newcomer; and 
the Sunday Telegraph is being reinvigo- 
rated by Mr Max Hastings, editor of its daily 
sister, while its former editor and fogey-ir» 
chief, Mr Peregrine Worsthorne, has been 
banished to the inner bunker of the edito- 
rial pages. To make things worse, The Inde- 
pendent is also threatening to start a Sunday 
edition. | 

Worse, the paper's launch gloomily co- 
incides with an economic downturn. An ad- 
vertising recession has already led to the clag 
sure of colour magazines at the Daily M 
and the Daily Express—and many advertis- 
ers see the market getting worse. Making 
money out of newspapers is hard work at the 
best of times. Launched in an economic 
boom and well received from the first, the- 
Independent has taken two years to make 
money. s 

Supporters of the Correspondent argue 
that none of its quality rivals will lose market 
share. The quality market will simply ex- 
pand, they say, at the expense of the middle 
market, particularly the Mail on Sunday. 
Certainly, the Independent gained some of 
its readers from the middle-brow press. But, 
launch, newspapers have got fatter 
conomy weaker. The Sunday Cor- 
nt, if it succeeds, seems more likely 
eaders from its competitors. Not 
t time this year, the editors of the 










Sunday Times and the Observer have a 


worry to:share. 
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TE members of the Bruges Group feel 
ggrieved these days. Many of them 
Yely support the idea of an open Eu- 
pean market by 1992 and thought Mar- 
et Thatcher's 1988 Bruges speech on 
he nature of such a market was rather 
good. Now they find the name of that 
charming Belgian town bandied about 
like the Alamo, to rally anti-Europeans to 
= theflag. —— 
4... This act of piracy is a measure of the 
- Tory party's confusion and double-talk 
|| about the European Community and Brit- 
M. ain'splace in it. The prime minister must 
E take much of the blame for this. The lega- 
cy of the confusion is that members of 
Parliament were this week embracing her 
performance in Madrid both as a giant 
T. step forward for the EEC and as a masterly 
exercise in procrastination. Most Tories 
agree that it was something of a triumph. 
But behind the muddled consensus lies a 
deep and potentially dangerous split in 
| thepaty — — 
| . Since last September three factions 
have emerged in menacing fashion. 
|] Grouped around.Mr Edward Heath, the 
|. former Tory prime minister, are those 
| whose devotion to Europe is equalled only 
by their annoyance at Mrs Thatcher's lack 
of enthusiasm. For Mr Heath himself, her 
blatant attacks on the development of a 
federal Europe have been a personal af- 
front, an assault on the proudest achieve- 
ment of his own premiership. 

Second, and far more numerous, are 
those who have misgivings about the very 
idea of European federalism but who nev- 
ertheless fear the prospect of Britain being 

swept aside by a Franco-German jugger- 
naut. Their nightmare is a two-speed Eu- 
| rope, with Britain left behind as it was by 
| the architects of the Schuman Plan in 
| 1951 and by the negotiators of the Treaty 
of Rome five years later. Leading this 
| group is the foreign secretary, Sir Geof- 
| frey Howe, to be seen wringing his hands 
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in silent frustration. Outside the Cabinet 

stands the far more formidable Mr Mi- 
| chael Heseltine, whose status as leading 
|| -contender for the Tory succession grows 
]. with each Euro-row. 
| And third are the die-hard sceptics 
| and long-term opponents of closer inte- 
|- gration within the EEC, a group that in- 
| cludes backbench MPs such as Mr Jona- 
| than Aitken, Mr lan Gow, Mr Teddy 





| Taylor and Sir Rhodes Boyson. 

|... Desperate to avoid a bitter squabble in 
|^ the run-up to the European election, the 
| whips tried hard to marginalise Mr Heath 
| while bringing the other two groups to- 





dging views at Westminster 


gether on some pragmatic approach to the 
Delors report. On May 14th a senior gov- 
ernment whip, Mr Tristan Garel-Jones, 
(known in the parliamentary party as Mr 
Fix-it) held a secret dinner party with 
both sides. The pro-Europeans were rep- 
resented by senior figures such as Mr Ju- 
lian Amery and Mr David Howell; the 
anti-Europeans included Mr Jonathan 
Aitken and that fervent Thatcher loyalist, 
Mr John Redwood, former head of the 
Downing Street policy unit. 

There was apparently precious little 


Defender of the faith 


meeting of minds. Then on May 16th Mr 
Redwood decided to force the pace by per- 
suading a large number of MPs to sign an 
early-day parliamentary motion congratu- 
lating Mrs Thatcher on her strong Euro- 
pean leadership and declaring that the 


aims of the Delors Report were "com- 


pletely unacceptable". 


The exercise backfired. A total of 151 


Tory backbenchers signed—a good haul, 


but the fact that they accounted for only 


half the party merely emphasised the split 
over Europe and opened up doubts aboüt 
the leadership. Those signatories who felt 
even vaguely pro-European believed they 
had been used and resented it. 

The prime minister appears to have 
taken heed of the dangers in all this for 
the Tory party. Since the European elec- 
tion, she has shifted her ground. A new 
tone was strikingly audible at the Madrid 
conference. Perhaps, too, she has dis- 
cerned in the election results a growing 
enthusiasm, particularly among younger 
voters, for Britain to play a full part in the 
development of the EEC. 

The pro-Europeans among Tory MPs 
were delighted with the results of Madrid. 


. Kinnock, was shakey on the technical im- 





that the Community can be a catalyst fo 
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The anti-Europeans feel uneasy at the 
concessions that Mrs Thatcher seems to 
have made there. But for the moment they 
back her judgment. They also draw con- 
solation from the traps that ha je 
for the advocates ol 

fore Britain actually joi 
and ltalians are requ 
their exchange contro 
show it can survive.t 
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tion after her return: it praised her Ma- 
drid role and won support from all sec- 
tions of the party. But such support will 
limit her room for equivocation in thë 
future. | 


Labour cashes in 


Meanwhile, the evident confusion of th 
Tories has infused the Labour party with 
new zest for Europe. Its leader, Mr Neil 





plications of the Delors proposals when 
questioned about them at a press confer- 
ence last week. But he realises that he 
must ride the European tide. Choreo- 
graphed by Mr John Eatwell, a Cambridge. 
economist, Labour's proposals see Britain: 
entering the exchange-rate mechanism of 
the EMS as part of a package which would. 
include a large switch of funds from the 
common agricultural policy towards re- 
gional and structural policies. (v 

But it is not just naked opportunism: 
that underlies Labour's change of heart. 
Its earlier opposition to Europe was based. 
on fears that EEC membership would be a: 
barrier to the kind of socialism which La 
bour then espoused. Now that the new re 
alism has taken over, the EEC is seen not a 
an agent of multinational companies bu 
as a bulwark against the further devel: 
ment of Thatcherism. Indeed, Mr G 
Radice, one of the chief architect 


Labour's change of heart, explicitly cl 


Lontani 


the reintroduction of Keynesian demane 
management. (Just so, as Mrs Thatcher: 
constantly warning.) Mr Delors's speec! 
at last year's TUC conference won ove 
many waverers. The Brussels proposals fo 
a European social charter have confirme 
them in their new faith. It has also to be 
said, though few in the party admit as. 
much, that Labour's thinking includes: 
strong anti-American strand, | 
































































alk shop 


he European Communi- 

s Madrid summit Britain 
fused to be rushed by France 
nto taking the three steps to- 
wards a single European cur- 
y and central bank recom- 
nded by the Delors report. 
t all member nations agreed 
start work a year hence on 
he first and least contentious 
tep. Margaret Thatcher said 
titain could not stop a 
lanned inter-governmental 
onference that is needed to 
pen the way for economic 

d monetary union. 








mes Baker, America’s secre- 
ry of state, backed a Pacific 
im initiative to develop a 
rading block stretching from 
apan to Australia. 


‘Separately, Japan caved in to 
American threats and agreed 

to increase foreign access to Ja- 
.pan's mobile-telephone mar- 

: ket. Motorola should be the 
“main winner. 


The Congress of People’s 
Deputies called for wider 
orms of property owner- 
ship in Russia and an effec- 
ive securities market, 





France's finance minister, 
Pierre Bérégovoy, moved the 
‘Treasury from its grand but 
‘cramped quarters in the Lou- 
vre to a $560m purpose-built 
monstrosity, known as *the 
tub”, on Paris’s eastern 
fringe. Bérégovoy will travel to 
ministries in town by helicop- 
ter and speedboat . 


i 
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EK 


A blue-blooded French invest- 
ment bank, Paribas, and Ita- 
ly' s state-owned Banca 
Commerciale Italiana (Bc) 
are to take 296 stakes in each 
other. Paribas wants a stron- 
ger investment-banking pres- 


ence in Italy; BCI sees opportu- 


nities in France's capital 
markets and with Paribas's re- 
tail-banking subsidiary, Crédit 
du Nord. 


Axel Springer Verlag, West 


German publisher of Die 
Welt and Bild Zeitung, is to 
swap 10% of its shares with an 
Italian regional newspaper | 
group, Poligrafici Editoriale. 


Midland Bank and Citicorp 
intend to sue three British lo- 
cal-government councils for 
defaulting on their interest- 
rate swap agreements. 


Britain's Monopolies and 
Mergers Commission is to - 
look at Coats Viyella's 
$600m agreed bid for another 
textile company, Tootal. To- 
gether they have Britain's 
thread market tied up— 
though thread accounts for 

nly 296 of their combined 
sales. 


Chip shop 


Worldwide sales of informa- 
tion technology rose by 1696 
to $243 billion last year, ac- 
cording to Datamation, a re- 
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search outfit. IBM still over- 
shadows all rivals, but 
Japanese firms are growing 
fast: their sales rose by 3296. 


Branded 





A study by the London Busi- 
ness School attacked the 
growing practice of getting the 
goodwill value of a company 
on to its balance sheet by 
putting a value on the brand 
names it owns. The study says 
it is dangerous and misleading 
not to show how those values 
are reached. Then why do 
Britain's auditors let the valu- 
ers do it? 


À double whammy for Bond 
Corporation, a beer-to- 
broadcasting empire. Austra- 
lian authorities declared that 
Alan Bond was not a fit and 
proper person to hold broad- 
casting licences. And the Aus- 
tralian Stock Exchange sus- 
pended the shares of Bell 
Resources, a Bond Corpera- 
tion subsidiary. The suspen- 
sion was lifted when Bond 
Corporation agreed to pro- 
vide more details of the 
planned sale of its brewing 
interests to Bell. 


When authorities in Taiwan 
charged employees from two 
leading brokerages with fraud, 
the stockmarket collapsed. 
That might have been the - 


idea: the market, rife with mal- 


practice, was far too frothy. - 


Naji Robert Nahas, the spec- 


ulator who began a Brazilian 
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stockmarket crash this month 


when he failed to honour his 


debts, has been charged with 
currency smuggling and fraud. 


On the street 


Merrill Lynch topped the un- 
derwriting league table of 
American investment banks 
in the first half of the year, 
ahead of Goldman Sachs, 
First Boston and Salomon 
Brothers, with $22.7 billion of 
new issues. Drexel Burnham 


Lambert earned the biggest 


cause of its junk-bond might. 


underwriting fees ($250m), Y 





Wells Fargo, a San Fran- 
cisco-based bank which leads 
in the management of invest- 
ment portfolios designed to 
track stock indices, is to put . 
$70 billion of its managed GE 
funds into a joint venture with 


Japan's Nikko Securities. 
T. Boone Pickens, a Texan 


corporate raider, left a stormy 
annual general meeting of 
Koito Manufacturing, a Japa- 
nese Car-parts company in 
which he has a 20% stake, 
without getting the three seats 
on the board he wants to 
match those held by Toyota 
Motor, which has a 19% 


stake. 





Sweat broke out on the brows 


of Wall Street reprobates 
when the Supreme Court re- 


. fused to narrow the scope for 


prosecutions under America’s 
anti-racketeering law. 




















HE semiconductor industry has not yet 
celebrated its 30th birthday. It had a 
ical youth, as befits a prodigy. But adult- 
od is bringing a creeping conservatism. 
ill guided by its entrepreneurial creators, 
‘industry is leaping feet first into man- 
ged markets and protectionism. Consortia 
sprouting in Europe and America, often 
e state as partner. Nationalism and 
Pepecial pleading are rampant. Yet radical in- 
dividualism has served chipmakers well. 
They should stick to it. | 
Self-importance and a taste fr grandi- 
- ose political answers to economic and tech- 
nological change are dangerous temptations 
"for any $60 billion industry. But for both a 
$4 billion European venture to develop 
memory chips (Jessi) and a $1 billion con- 
sortium of American companies to make, 
sell and buy them (Us Memories) to be un- 
veiled in the same week in late June suggests 
-corporatism on an alarming scale. 
e Making chips has never been the same 
since 1984 when a 4476 boom in output led 
to a traumatic bust. The market shrank by 
1396 in 1985, producing oceans of red ink. 
The heaviest losses came in bulk memory 
chips called DRAMs. All but two American 
firms abandoned DRAM output, leaving the 
feld to Japanese rivals. There is more to 
‘a ips than DRAMS: the microprocessors that 
nstitute computers’ innovative hearts and 
ils still demand clever American designs. 
esterners worry that, applying the pro- 
acquired making DRAMS, Japa- 
ms will move into microprocessors, 
| once: there, will-take over the entire 
electronics industry. s 
To American and Epid chip‘p pro- 
ducers the tranquiliser for such anxiety: is 
oncerted action” to win back the DRAM 
«et. Companies are unwilling to go it 
e because of the large amounts of capital 
ired. According to the Semiconductor 
ry Ássociation, America's main chip 
»byist, it costs $350m to set up a produc- 
ne for up-to-date DRAMS. 
At first, “concerted action” for Ameri- 
n companies meant getting the commerce 
ment to sort out Japanese DRAM sales 


















































deal pes Japan. nea ac- 


it is us to o Kick. In 1987 


pmakers suffer 
slusions of middle age 


ment to form Sematech—a 
consortium to improve semi- 
conductor-production tech- 
nology. Next stop, DRAMS. 

Take Europe’ s DRAM scam 
first. Europe imports about 
two-thirds of the chips it con- 
sumes. It has only three large 
chipmakers, Siemens of West 
Germany, Philips of Holland 
and sGs-Thomson which is 
owned half by France's state- 
controlled Thomson and half 
by the Italian government. To- 
gether these present a feeble 
challenge to American and Jap- 
anese giants. So more than 100 
European companies are ex- 
pected to join JESSI, spurred on 
by lots of government money. 
No wonder JESS! is popular. | 

The American project, Us Memories, is 
different in design, though not motivation. 
Japan makes about nine-tenths of the 
world's one-megabit DRAMs—the most pow- 
erful memory chip in wide circulation. 
When there was a shortage of these chips, 
the vertically integrated Japanese companies 
satisfied in-house demand before selling on 
the open market. Thus all of the shortage 
was passed on to American computer com- 
panies like Apple, driving up their costs, hit- 
ting profits and forcing some to cut produc- 
tion. Hoping to secure a future supply of 
chips, American computer companies are 
willing to join chip suppliers in pouring 
money into a DRAM consortium. 

US Memories is different from Sematech 
and JESSI in that the American government 
is at arm's length: a few loan guarantees, a 
lenient interpretation of antitrust law and 
plenty of encouragement, but not much 
else—yet. Us Memories is licensing DRAM 
technology from IBM. It will cost around $1 
billion to set up, half raised through debt. It 
should be in full swing by 1991. 

What are these ventures likely to 
achieve? Look at their inspiration: Japan. 
Westerners love to explain Japan's success 
by pointing to industry-government projects 
like the VLSI programme of the late 1970s to 
develop advanced chips. Yet now Japan has 
made first place in semiconductors, it is less 
keen on collaborative research: True, some 


pating firms spent ten times that much. 




































still goes on, but the heyday for gover 
backed consortia was more than a 
ago. Even the most m projects 
1980s were not generously fed with gove 
ment money. The visi semiconduc 
project, for instance, cost the Ministry 
ternational Trade and Industry Y30 bi 
(about $125m) over four years. The pa 


Moreover, it is easy to overestimat 
success of Japan's programmes. The 
nese give as much, and in some cases mo 
credit to the foresight of their state: 
phone company, Nippon Telegraph & 
phone (NTT), in aane the country tor 
chips. NTT did all the basic R&D for th 
phisticated circuits it would need in tł 
cade ahead. These included not only 
processors, but also memory chips an 
devices, which they licensed ti 
chipmakers. That said, the program 
help in some respects. For instance, thi 
ordinated the timing of developments | 
in separate firms. Thus silicon-crystal 
ers could invest in new techt 
confident that half-a-dozen sympath 
knowledgeable customers were waitin 
their products. They also bullied. 
conductor firms into doing some o 
own engineering for a change, instead 
lying on licensed know how. | 

Europe's scheme is much more 
than Japan's ever was (though there: 
tariffs for chips in Europe as there onc 


























.| No conspiracy 
- | Regional capital spending inthe — — — [7 


. | semiconductor industry * 
i . at 1988 prices 


89 91 93 
- projections— 


— in Japan). During its eight-year life, JEssi will 
swallow a large slice of the continent’s bud- 
- get for semiconductor research. JEssi's sup- 
= porters say that some of the money will 
come from profits in other bits of electron- 
ics. Taxpayers will provide around half of 
JESSI's budget, divided equally between the 
E Commission and national gov- 
. ernments. The Europeans argue that $500m 
-a year over eight years is not much consider- 
= ing that IBM alone spends around $1 billion 
a year on its semiconductor operations. 
— That may be a problem: Europe's chip 
- hopes now rest on Jessi, but despite its 
— grand vision, JESSI is rather puny. 

_ America faces similar dangers. A large 
. part of the country’s research into one area 
. of chipmaking (processing technology) goes 
. en behind the walls of another government- 
= backed consortium, Sematech. It has also 
- had problems getting managers from differ- 
= ent companies to work together. Us Memo- 
— ries, on the other hand, is a commercial ven- 
- ture. As long as the American government 
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. is not tempted to tamper with the DRAM 
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.. market, the consortium’s success will be 


^ 


p 


. measured just like that of any other com- 
.. pany. Will the government interfere? Proba- 
bly. The more that chipmakers entwine 

themselves with politicians and suspend the 

- free market, the more likely government in- 

= tervention becomes. 


«Ov 


— — America’s chip industry has less to fear 
from Japanese competition than Europe's, 

= which is genuinely in a mess. True, America 
- is weak in DRAMs. But don’t forget IBM, 
__ which is the world's largest chipmaker but 
- sells none to outside firms. America still 
_ makes more microprocessors than Japan 
... and more powerful ones. Dataquest predicts 
_ that American microprocessor output will 
- grow alittle faster than Japan's over the next 
= few years. Japan, for all its lead in commod- 
= ity chips, is way behind in advanced 
_ microprocessors and has no software indus- 
= try with which chipmakers can consult in 
. designing the next generation. Even in com- 
= modity chips it is being challenged by other 


j * 54 





Regional production of semiconductors* — 8 [^ 
at 1988 prices 
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* Figures are deflated by OECD consumer prices and include IBM and other in-house producers 


Asian countries. Should Japan's chip indus- 
try worry, then? No: it is perfectly natural to 
have an international division of labour in 
chipmaking. For the same reason, American 


chip firms shouldn't worry either. There is 
life after 30. 





Marketing American cars 


Caveat vendor 


DETROIT 


éé E'VE become a ten-cents-off na- 
tion," complains General Motors's 
chairman, Mr Roger Smith. Indeed, just like 
using discount coupons to buy bars of soap, 
Americans never expect to pay the list price 
for a new car. Many will not consider visit- 
ing a showroom unless a manufacturer dan- 
gles a $1,000 rebate as part of any deal. The 
addiction of American car buyers to 
crossed-out prices and other incentives is 
now so strong that even makers of the classi- 
est and priciest cars have been forced to of- 
fer them. Britain's Jaguar has recently 
pledged to cut $5,000 off the price of a new 
$44,000 xje if a buyer trades in an old Jag. 

Originally a clever marketing ploy, in- 
centives have become the bane of every car 
company selling in the American market, 
whether the market is booming or slumping 
and regardless of price. In fact, with sales 
turning down this year, incentives have 
failed to do just what they were designed to 
do: move cars through showrooms when 
business was slow. To their horror, carmak- 
ers have discovered that, while they can no 
longer sell cars without incentives, there is 
no guarantee they can sell more vehicles 
with incentives either. 

Three years ago, when General Motors 
offered low-interest loans on its new cars, 
customers went wild. Some even broke into 
closed showrooms to plead with salesmen to 
let them buy a car. Today the appetite for 
sales incentives is growing dangerously out 
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of control. Careful shoppers can find a star- 
tling array of deals: rebates of as much as 
$5,000, trips abroad, interest-free loans o1 
piles of free accessories. Volvo even accept: 
airline frequent-flyer mileage credits as par! 
of a trade-in. 

As incentives become more manic anc 
sticker prices more artificial, hard-sell tactic: 
and price-cutting no longer have much ef 
fect. Even some of the best gimmicks do lit: 
tle to boost sales. But whenever Detroit trie: 
to kick the costly practice, customers simply 
wait until one car manufacturer break: 
ranks and starts the ball rolling again. Car 
buyers are convinced the deals will go on 
forever and so are in no rush to buy. 

That is especially bad news this year be- 
cause, after five boom years, the Americar 
car and truck market has stopped growing. 
By most forecasts, combined car and truck 
sales in 1989 are expected to total no more 
than 15.3m, down at least 500,000 from 
1988. Some analysts think the decline cof 
be much worse. Rising interest rates alu 
conflicting signals about the economy have 
scared consumers away from expensive pur- 
chases. 

Meanwhile the carmakers' inventory of 
unsold cars grows bigger. With some models 
there are 100 days or more of supply, com- 
pared to an industry norm of 65 days. With 
a 184-day supply of Oldsmobile Toronados, 
GM has closed its Detroit-Hamtramck plant 
from June 16th to August 11th. Other 
plants will also be closed for longer than the 
normal two-week holiday. | 

Even if sales turn up, the marketing 
problems for carmakers will not go away. 
The American consumer is being bombard- 
ed with choice. There are now more than 
350 different models on sale in America, 
5096 more than in 1984. Trying to stand out 
in this blizzard of choice, domestic manufac- 


ih. 
And the kitchen sink 


THE ECONOMIST JULY 1 1989 















inflation steady 


LN ECONOMIC recovery that has 
"A lasted nearly seven years is impres- 
“sive enough by post-war standards. But 
when the world's industrial countries can 
manage to grow, on average, by a strap- 
ping 4% in the sixth year of that upswing 
(1988), which was also the year after the 
4| biggest stockmarket crash since the 1920s, 
: ~ there seems little to complain about. 
. . Quite right. Unfortunately, though, 
the party seems to be over. In the past year 
the Group of Seven big industrial econo- 
mies have raised their short-term interest 
rates on average by three percentage 
points. They did so because, as Black 
Monday and the threat of a slump re- 
ceded, fears of inflation took their place. 
That rise in interest rates is already caus- 
ing a slowdown in the three biggest econo- 
mies—America, Japan and West Ger- 
many—and more generally among the 
| richcountry members of the OECD. But it 
| will be enough only to peg inflation at 
| 
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around its present rate, not to get it back 
|. down to its level of early 1988. 

Why is inflation proving so sticky? The 
main reason is that, after nearly seven 
|] years of recovery, industrial capacity is 
^ fully stretched throughout the OECD area. 
| In the G7 economies, capacity utilisation 
in manufacturing is now higher than at 
any time since the boom years of the early 
1970s. To expand output further, firms 
are having to incur the costs of adding to 
| their capacity, costs that get passed on in 
| prices. Slower economic growth eases the 
adii pressure, but the need to add to capacity 

NEW remains unless growth actually stops. 
—.*. At first sight, there seems to be less of a 
bottleneck in the labour market. By his- 
torical standards, unemployment is still 
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ECD's new economic forecasts" sa 
monetary policy around the worl 


md that the past year's tighten- 
will do no more than hold 





high. Last year the jobless rate of the G7 
countries averaged 6.3%, not far short of 
double the rate of the late 1960s. How- 
ever, economists believe that in almost all 
countries the rate of unemployment con- 
sistent with stable inflation—the unem- 
ployment rate that used to be called "full 
employment —has been slowly creeping 
up over the past 20 years. 

This has been especially true in Eu- 
rope, where the recession of the early 
1980s put many people out of work for so 
long that, in effect, they have dropped out 
of the labour force altogether, and thus no 
longer count as "spare capacity . Accord- 
ing to most estimates, the unemployment 
rate in most of the G? countries is already 
lower than its stable-inflation level. Ac- 
cordingly, wage settlements accelerated 
last year, especially in America, Japan and 
Britain (the countries where labour-mar- 
ket pressure has been most intense). And 
since productivity growth slowed at the 
same time in America and Britain, wage 
costs per unit of output have risen sharply 
in those two countries. 

When firms are running flat out, their 
prices tend to rise not just because their 
costs are rising, but also because they are 
more willing to pass those costs on. As al- 
ways, it is up to them to decide how much 
to pass on in higher prices, and how much 
to absorb in the form of narrower profit 
margins. But with capacity fully stretched, 
their incentive to keep prices down in or- 
der to grab a bigger share of their markets 
is much smaller—they are already strug- 


but it would also help Japan, West Ger 






gling to supply their ex 
margins—and prices—ther 

In reducing this inflationary 
tum, the OECD makes its usual regui 
governments to rely on tighter fisca 
icy as well as higher interest rates. Thi: 
plies especially to America, where the fe 
eral budget deficit is not only at 
unwanted addition to national consum 
tion, but also a main cause of the coun 
try s current-account deficit. | 

Improvement on that score has almos: 
come to a halt: the forecasters project: 
current-account deficit of $123 billion fo 
1989 and $116 billion for 1990. By co 
vention, they assume that exchange ra 
stay constant during the forecast period 
instead the dollar were to appreciate fu 
ther, the current-account deficit wou 
probably be smaller in the short term b 
bigger in the long term. With a curret 
account deficit of well over $100 billior 
projected for next year the risk of anothe: 
panic flight from the dollar remains, espe 
cially if the currency appreciates further 
the meantime (see page 68). 

Tighter control of the American bud 
get would be helpful in several ways. First 
a given fall in the inflation rate could bs 
achieved with lower interest rates. S 
ond, lower interest rates would curb t 
dollar's recent appreciation. That, ir 
turn, would not only help America. to. 
keep its current-account deficit in check, 








































































many and America’s other big tradin; 
partners to curb their own domestic infla 
tion. An appreciating dollar means that. 
their currencies are depreciating, which. 
makes their imports more expensive, add 
ing to inflation. 

The idea that ONE must cut it 
budget deficit has become tiresomely f 
miliar. It is still good advice. But some 
thing a lot scarier than the OECD's ne 
forecasts will be needed to force Washing 
ton to follow it. 















* OECD Economic Outlook Number 45, June 1989 
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ers and i importers will spend a record $3 
llion on advertising this year. 

Such heavy marketing costs and fiercer 
npetition have prompted carmakers to 
|y more on market research to try to deter- 
e which models will succeed before any 
$ actually reach the showroom. Increas- 
gly, "focus groups” and other tests involv- 
potential buyers are being used to define 
hape, features, performance and even 
rice of a new car. "The customer is real- 
elling you how to build the car,” says Mr 
ris Cedergren, of J.D. Power and Asso- 


‘NEW YORK 


4 UROPEAN carmakers stand to save a 
iy packet if Ford succeeds in its lobbying 
o get America’s fuel-economy standards 
elaxed. Mercedes-Benz has already been 
ned $20.5m, Jaguar $5.3m, BMW $5.1m 
nd Porsche, Peugeot and Rover lesser 
mounts for the failure of the 1987 model 
ear cars they sold in the United States to 
tive at an average 26 miles per gallon. 

ines for 1988 have still to be assessed and 
urther fines are in prospect for the 1989 
odel year, when cars will have to achieve 
26.5 mpg, and in 1990, when they will 
have to achieve 27.5 mpg. 

. To the delight of the Europeans, Ford 
has put pressure on the administration to 
relax the standards by announcing that it 
will increase the foreign (ie, non-North 

merican) content of two of its largest 
ars, the Crown Victoria and the Grand 
“Marquis, from around 1096 to more than 
5%. This move, which will cost several 
undred jobs in the United States and 
"Canada, will allow Ford to reclassify these 
-two gas guzz zlers as imports. ^ x 

< There is method in Ford's aparent 
madness. This- reclassification would let 
‘the company exploit a loophole in a law 
that divides manufacturers’ model ranges 








.ciates, a market-tesearch am us 
This kind of research is getting more 





complex and specialised. Potential buyers 
are selected according to what vehicle they 

already own. Where the tests are conducted 
may also make a difference. Some carmakers 
go to California to test "leading-edge vehi- 
cles" such as new sports cars. Cities such as 
Philadelphia or Cincinnati are popular for 
testing mass-produced models, while Texas 
is a favourite for pick-up trucks. 

Yet industry sceptics still do not believe 
that such research is any substitute for the 
gut instincts of a good designer or engineer. 
Market research might warn you away from 
the worst kind of lemons, they concede, but 
it can never define a real winner. 


In fact, the growing sophistication of 


the carmakers’ market research may be self- 
defeating. Drivers have a difficult time imag- 
ining something better than what they al- 
ready own. When Ford’s Taurus and Sable 
cars were in their early development, the 
sleek, aerodynamically styled vehicles dif- 
fered radically from anything then on the 
road and received a thumbs down from test 
clinics. But Ford stuck with the design and 
the cars eventually proved a success. Small 
wonder that Mr Jack Telnack, Ford’s vice- 
president for design, insists market research 
for carmakers is still a “black art". 





Guzzlers of the world unite 


into two categories—domestic and im- 
ported. The law requires each category to 
meet the government’s so-called corpo- 
rate average fuel economy (CAFE) stan- 
dards. Ford’s imports have a CAFE of 32 
mpg, well above the 1989 standards of 
26.5 mpg, while its domestic cars barely 
meet this year's required CAFE with 26.6 
mpg. Switching two big gas guzzlers to the 
imported category gives Ford much more 
leeway. 

Ford says the law is unfair to producers 
of a full range of cars. It wants the absolute 
standard replaced by one requiring each 
company to improve the efficiency of its 
cars by an equal percentage. Its lobbyists 
face an uphill struggle because: 

@ The suggested change would benefit Eu- 
ropean carmakers the most. In the 1989 
model year, Mercedes-Benz's cars are esti- 
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= Licensed to thrill 


MELBOURNE 


MS ALAN BOND must be envying h 
fictional namesake's iia to slip ot 
of the tightest corners. The real Mr Bond 
chances of dispatching all his enemies, cleas 
ing his name and emerging shaken but nc 
stirred are looking increasingly poor. 

On June 26th the Australian Broadcast 
ing Tribunal decided that the entrepreneu 
had attempted such “deceit” and impropri 
ety as to make his company, Bond Media 
unfit to own Australia's most popular televi 
sion service, Channel Nine. Coincidentall: 
the Australian Stock Exchange temporaril: 
suspended shares in Bell Resources, a sub 
sidiary of Mr Bond's chief company, Bong 
Corporation, on the same day. 

The exchange wanted to make sure 
Bell Resources's shareholders were fully ir. 
formed about the brewing assets Mr. Bonc 
ses arranged for them to buy for A$3.5 bil 
lion ($2.7 billion) from Bond Corporation. 
Bond Corporation argued that figures such 
as the breweries' share of the Australian and 
American beer markets were distorted by 
exceptional events such as random breath 
tests. The shares returned to the market two 









mated to drive at an average of only 21.2 
mpg, BMW's 22.3 mpg, Jaguar’s 20.1 mpg 
and Porsche's 23 mpg. 

@ Detroit's Big Three are split. Chrysler i is 
not supporting lobbying by Ford and GM 
for more permissive standards. 

e The law is widely seen as a success; since 
it was passed in 1975, the petrol consump- 
tion of cars sold in America has improved 
from about 15 to 28 mpg. 


e Laxer standards would intensify Ameri- 


ca's renewed love affair with big cars—un- 
less there was a simultaneous and substan- 
tial increase in the 9.1 cents-a-gallon 
federal tax on petrol. That will not hap- 
pen as long as President Bush opposes all 


new taxes. Read those lips. 
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Alan Bond was a hero then 


days later after the exchange had discussions 
ith the Bond Corporation. 

The broadcasting tribunal id Mr 

nd acted improperly in personally negoti- 
ating a record A$400,000 out-of-court defa- 
mation settlement with Mr Joh Bjelke- 
Petersen, the former prime minister of 
Queensland. It also charged that Mr Bond 
compounded matters by trying to cover up 
the payment and by deliberately misleading 
the inquiry. Mr Bond’s defence was that, 
confused by a combination of cameras, jet- 
lag and pneumonia, he had not understood 
a crucial question. The ‘tribunal rejected 
that defence and accepted an additional ac- 
cusation that Mr Bond had threatened an 
ifnenthusiastic investor with bad publicity. 

The damning conclusion of the broad- 
casting tribunal kept Bond Media's share 
price at A$0.28, less than a fifth of its listing 
price in 1987. Mr Bond is expected to appeal 
against the tribunal's ruling, although it 
stopped short of using its power to suspend 
Mr Bond's licences to operate six television 

nine radio stations. 

Mr Bond's demise appears ever-more- 
gleefully awaited by Lonrho, a British trad- 
ing conglomerate led by Mr Bond's arch en- 
emy, Mr Tiny Rowland. Mr Bond is having 
difficulty selling (even at a loss) his 2096 
stake in Lonrho, which was the source of 
their enmity. Lonrho's latest sally, a report 
issued on June 29th, reckons that Bond Cor- 
poration owns assets worth A$6.9 billion, 
and owes a total of A$9.1 billion. It also esti- 
mates that Bond Corporation can count on 
just A$374m of operational earnings, 
A$744m less than its interest bill. 

That may be too tough on Mr Bond. 
Lonrho reckons that Bond's brewing inter- 
ests are worth a mere A$1.5 billion. That is 
A$1 billion less than some analysts think 
and A$2 billion less than the price Mr Bond 
wants Bell Resources to pay. 

Mr Bond's difficulties have also made 
life a lot tougher for London-based British 
Satellite Broadcasting, a still-to-be-airborne 
television station in which Bond Corpora- 
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tion has a 33.796 stake. Bond Corporation 
has put in around £106m ($165m) of the 
£154m start-up money it has promised to 
the venture; the rest is due later this year. 
Worse, BSB will soon call on its backers to 
put up another £400m of which Mr Bond's 
share should be £135m. 

Cash calls are hardly what Mr Bond 
wants to hear at the moment— particularly 
as the satellite station has had to delay its 
launch until next spring. Already there are 
rumours in the City of London that Mr 
Bond's BSB stake is up for sale. 





South Korea 


Labour pains 


SEOUL 


OR years South Korean workers were 

portrayed as ultra-disciplined and 
highly motivated, exercising en masse be- 
fore their shift in the factory or shipyard, 
proudly attired in company uniform. Simi- 
larly, Korean managers were depicted as sta- 
khanovites who cheerfully worked around 
the clock to accelerate the country's export 
drive. Since Koreans off duty can be more 
aggressive than British football hooligans, 
this placid picture always seemed somewhat 
surprising. Now that repressive controls on 
the country's workers have been disman- 
tled, it has been shown to be myth. 

This became painfully clear in June, 
when strikes and clashes between workers 
and police reached a violent climax. After 
two workers demonstrated their frustration 
with wages and conditions by setting them- 
selves on fire on May 29th, a strike at 
Daewoo's shipyard near Pusan looked cer- 
tain to turn uglier still. Workers stockpiled 
empty bottles for Molotov cocktails; man- 
agement promised a lockout; the govern- 
ment declared that it would send in 10,000 
soldiers to break up the strike. 

Fortunately, a pitched battle was 


if ee 






dicus On yn June 7th the Er ares ed to 
a hefty pay-rise of about 14%, delayed for a 1 
year to help retain at least a shred of credi- 
bility for the 1096 limit the government is 
trying to impose nationally. The shipyz 
will continue to stay open and lose nord 
for the moment. But the strike—and the dis- 
contented spring that preceded it—has de- 
stroyed for good the notion that Korean 
workers are cheap and obedient or that Ko- 
rean managers are brilliant leaders. is 

In fact, South Korean managers hm 
traditionally been as repressive as the co ne 
try s military politicians. Though Korean ir iD 
dustrial groups look like Japanese ones, th (y 
have not yet copied Japanese paternalism. 
Bosses grew accustomed to smashing unions 
by calling police to break up strikes anc 
sending in goons to attack activists. Wags 
were low and hours long. É. 

As the country has become richer, s 
thuggery has become less acceptable. Two 
years ago, a wave of strikes toppled the 
government and brought to power South 1 
Korea's first elected president for a genere ae 
tion. Working conditions have begun to im 
prove, and pay has risen more than 20% in ir 
each of the past two years. But expecta is 
have risen, too: employees want more 
money, and they want their bosses to be less 
dictatorial. = 

Both sides have had trouble slaying tl by 
these new rules. Inexperienced unionists 
have made ludicrous demands: one union 
argued that foreign firms should be made to 
repay all their past profits to the gover Y 
ment before being allowed to close a Sou K 
Korean factory. Some managers, especia y 
in the more aggressive conglomerates, have 
tried to carry on with the old methods. 

The result has been two years of turbu- 
lent, and expensive, industrial relations. In 
the decade from 1977 to 1986 there were 
only 1,735 strikes in South Korea. In 
past three years the number of strikes has 
topped 6,600. With average pay settlements 
this year running at 24%, according to the 
government, manufacturing wages have 
overtaken Hongkong’s and are catching t up 
fast with Singapore’s and Taiwan’s. ; 

Either bitter conflict or wage conces- 
sions will damage the economy. This yet ^ 
current-account surplus is likely to be ne: 


$8 billion than the $14 billion of 1988, a 


1296. That is still remarkable, but the bis 
neck pace of the South Korean econom 
could slow to a crawl next year if industrial 
strife gets much worse. Cars and consum 
electronics, Korea’s two most important e 
port industries, are particularly at risk. A 
Japanese and American firms that fo inc 
Korea a cheap place in which to assemble 
goods five years ago are already moving else- 
where in Asia. Exports from Korea's ow 
companies are having a tougher time in d 
Japanese market. E- 

Faced with such worries, the govern- | 
szo 
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ment is already talking about restoring the 
export incentives for small, low-value-added 
firms which it has until recently been trying 
to withdraw. 
__ That would be a mistake. In the 1960s, 
. Korea's leading export was textiles; now 
. video recorders have become far more im- 
portant. But to succeed at chips and high- 
definition television in the 1990s, firms 
_ must do more than pile high and sell cheap. 
- They will need more R&D, better skills, more 
harmonious labour relations and more thor- 
ough training. To compete tomorrow, 
South Korea may need the management 
miracle it was supposed already to have 
_ achieved yesterday. 
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Indian drug makers 


/Brand X is better 


T NDIA'S brash new drug makers are up- 
A setting the world's pharmaceutical gi- 
ants. Not content with merely producing 
cheap copy-cat drugs for home consump- 
tion, the country's pill-makers are now using 
their production capacity and experience at 
home to move into markets abroad. Exports 
of bulk drugs more than doubled to 4 billion 
rupees ($280m) in 1988-89, up from 1.9 bil- 
lion rupees the year before. That is a tiny 
bite out of the $100 billion-a-year world 
drug market, but India's exports are still 
growing fast. They threaten to depress profit 
margins even for the mightiest drugs firms. 

—— The big drug companies are crying foul. 
They point out that most western countries, 
like America, award patents for new drugs. 
Many third-world countries, like India, rec- 
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E. N exchange rates push curren- 
| : cies way out of line with the pur- 
| chasing power they put in consumers' 
| pockets, traders and travellers reap the 
| rewards by straddling the difference. Fol- 
lowing in the footsteps of now forgotten 
| free-spending Americans, Japanese tour- 
| ists—just middle-class at home but rich 
|| as Croesus abroad—are the latest to ben- 
|| efit from a strong currency. 
| Such tourist arbitrage makes finan- 
. cial sense, but it can also lead to social 
| absurdities. Tea, for example, has be- 
. come a sensible purchase for the Japa- 
|| nese traveller. While green tea is cheap at 
|| home, the brownish stuff that the British 
1 . drink can cost eight times as much in To- 
kyo as it does in London. Even better, a 
< "cheap" tea with a snooty brand name 
.| makes a much-appreciated gift that mod- 
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ognise patents only for processes (ie, specific 
methods for making a drug) Getting 
around such patents is easy, and Indian drug 
companies regularly invent new chemical 
processes to make drugs identical with prod- 
ucts originally developed at enormous ex- 
pense by western multinationals. In any 
case, India’s feeble process patents last only 
seven years, compared with the 20-year life 
of American patents. That gives Indian drug 
companies a head start even if they respect 
another company’s process patent. 

As a result, Indian companies often sell 
drugs abroad at less than one-tenth the price 
charged by western competitors. Indian 
companies claim that this represents a re- 
markable scientific achievement. American 
multinationals call it theft, which is one rea- 
son why Mrs Carla Hills, America's special 
trade representative, recently placed India 
on a "priority watch list”. 

India is unlikely to crack down on its 
drug makers to please American trade nego- 
tiators. Like other third-world countries, it 
has its reasons for ignoring patents. Branded 
drugs made by western companies are sim- 
ply too expensive for most Indian consum- 
ers. And the world's biggest drug makers do 
not have many friends anywhere in the third 
world, where they have sometimes been 
known to jack up prices in small developing 
countries hit by an epidemic. 

Usually Indian drug companies first sell 
drugs domestically, scaling up operations 
and cutting manufacturing costs. Only then 
do they begin exporting these drugs to the 
limited number of countries that do not rec- 
ognise 20-year patents. By the time the 
drug's patent expires in every market, In- 
dian drug makers often know how to make 
it more cheaply than the original inventor 
and are able to sell cheap generic, or non- 


Purchasing Power Pari-tea 


estly reminds friends of where one spent 
one's holidays. In more ways than one. 
Consider a recent scene at the tea 
counter of London's poshest grocer, 
Fortnum & Mason. 

A well dressed Japanese tourist or- 
dered a few hundred boxes of various 
Fortnum teas. Fortnum's man in the 
frock coat took the order with typical 
British sang froid and untypical effi- 
ciency. A quick telephone call to a ship- 
ping company established that air freight 
would get the tea to Tokyo nearly £100 
more cheaply than air-parcel post. But 
when the tourist politely asked if he 
might have a discount on such a large 
purchase, the man in the frock coat drew 
back. “I am sorry, sir,” he said, standing : 
very straight, "but we do not discount 
any purchase of less than £10,000.” 











Indian methods 





branded, versions immediately. a 

That is how Dr Reddy’s Laboratories, 
one of India’s keenest exporters, has sold 
abroad since last year two-thirds of its out- 
put of ibuprofen, a pain-killer invented by 
Britain’s Boots, achieving sales worth 121 
million rupees. Within two years the com- 
pany plans to raise its total exports to 2.4 
billion rupees, of which ibuprofen is ex- 
pected to account for 600m rupees. Its other 
export drugs include ranitidine (better 
known as the anti-ulcer drug, Zantac, in- 
vented by Glaxo and still covered by pat- 
ent), and antibiotics. The company’s owne: 
Dr Anji Reddy, is hurt by accusations that 
he is a copy-cat. He claims his processes are 
so much better than the originals that his 
company now sells to Glaxo an intermediate 
used to make ranitidine. 

In 1987 worldwide patents expired on a 
number of top-selling antibiotics. India has 
already become a significant exporter 
many of these. This year several more d 
will come off patent, of which amoxicillin, a 
widely used antibiotic made by Britain’s 
Wellcome, and albuterol, which combats 
asthma and is made by America’s Schering- 
Plough, are already produced in India. The 
country’s manufacturers will want to grab a 
share of world sales of these drugs too as 
soon as their patents expire. 

With generic drugs taking an increasing 
proportion of world sales, Indian companies 
will dig in their heels against pressure from 
America, or anywhere else for that matter, 
to fall into line with western patent laws and 
lose their edge in this market. They may go 
along with an extension of India’s process 
patents from seven years to 14 or even 20, if 
only because their own process innovations 
are now being pinched by still smaller up- 
starts at home. But such a move is unlikely 
to satisfy Mrs Carla Hills or appease the 
world’s biggest drug companies. 
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THE OPPENHEIMER EMPIRE 


south Africa's family affair 


JOHANNESBURG 


pem "n a i E: B 
Harry, son of Ernest; Nicky, son of Harry. 
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N AURA of power enshrouds the Op- 
penheimer family. And the impression 
of wealth and power is no illusion. By any 
measure, the Oppenheimers are the Rocke- 
fellers, Morgans and Gettys of South Africa 
all rolled into one. Anglo American, the 
holding company which the family created 
8 still guides, is vast. It is at the centre of 
world's largest mining group, producing 
a fifth of the non-communist world's gold. 
Anglo also has a firm grip on the platinum 
market and towers over the South African 
economy with interests in industry, farming 
and finance. De Beers, its sister company, 
controls the world diamond market. 

But this colossus is far from invincible. 
In September 1988 it launched a hostile bid 
for Consolidated Gold Fields, the world’s 
second-largest gold miner. Because 
Minorco, Anglo’s international investment 
vehicle, already owned 29.9% of ConsGold, 
Anglo was expected to romp home to vic- 
tory. Instead, after London’s biggest and 
costliest takeover battle, Minorco had to 
concede defeat and pledge its stake to Han- 
son, a street-wise British conglomerate. 

As if to rub salt in Anglo’s wounds, a 
rival mining company, RTZ, quietly agreed to 
buy British Petroleum’s mineral holdings for 
$4.3 billion even while Minorco’s battle 
with ConsGold grew ever more acrimoni- 
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ous. Because of the BP acquisition, RTZ is 
now bigger than Anglo and, at present 
growth rates, could soon be bigger than An- 
glo and De Beers combined. 

Why did Anglo lose its fight to acquire 
ConsGold? Its failure goes beyond conve- 
nient tactical excuses such as Minorco’s di- 
sastrous (and doomed) attempt to claim in- 
dependence from Anglo in the early days of 
the bid, a move easily parried by ConsGold. 
The bid failed because many people outside 
South Africa see Anglo as too big, too bu- 
reaucratic and too secretive. 

The Anglo empire has grown to its 
present size not because it is more efficient 
than its worldwide competitors, but because 
it is a master at running cartels and dominat- 
ing markets. Any mistakes it has made have 
been papered over with profits from dia- 
monds and from its dominance of the South 
African economy. This secretive giant has 
shown little taste for competing in free mar- 
kets. That explains-why it has failed to be- 
come a global company despite its size and 
clout, and why it now finds itself trapped 
within the gilded cage of South Africa. 

Harsh words. But Anglo's past record is 
what influenced Mr Michael Mukasey, the 
New York judge who issued (and twice up- 
held) an injunction on antitrust grounds 
preventing Minorco from taking possession 





E 


of any more ConsGold shares. The judge 
said that he feared Minorco might close — 
down ConsGold's low-cost American gold 
mines to increase the profitability of Anglo's s 
high-cost South African ones. 4 

Even though such a move would not - 
have made financial sense, Minorco oddly ` 
mishandled the court case. Minorco’s bid 
was cleared by the British, European and | 
American takeover authorities. The com- 
pany should have been able to convince an | 
American court that any attempt to run a 
cartel in the gold market would be unlikely — 
to succeed because of the huge overhang of — 
gold stored in bank vaults, government trea- 
suries and mattresses throughout the world. — 
But Minorco preferred to rely on several ap- — 
peals rather than to present this plausible ar- 
gument in a full trial. What held Minorco — 
back was its 21% shareholder, De Beers, 
which has consistently shied away from ap- | 
pearing in courts around the world. M. 

Nevertheless Anglo’s original reason for 
acquiring its stake in ConsGold in 1980 was _ 
to maintain its grip on South African gold — 
mining. "We did not want someone else to — 
get control of Gold Fields [ConsGold's  : 
South African subsidiary] and interfere in P 
South African mining, which was nicely bal- - 
anced at the time”, says Mr Julian Ogilvie — 
Thompson, the chairman of De Beers and | 
deputy chairman of Anglo. 


Ernest's importance 


Diamonds are the heart and treasury of the 
Oppenheimer empire. When Mtr (later Sir) 
Ernest Oppenheimer founded Anglo in 
1917 with capital of £1m, another firm, De » 
Beers, enjoyed a near monopoly on the pro- 
duction of diamonds. But it failed to see that _ 
the allies’ victory in the first world war — 
would put its one serious competitor, the 
German-owned mines in what is now Na- 
mibia, up for grabs. Sir Ernest acquired the 
Namibian mines and used their gems to put. | 
pressure on De Beers. When demand for di- 
amonds vanished in the aftermath of the 
crash of 1929, Sir Ernest again saw his . 
opportunity and took control of De Beers, 
betting everything on an eventual upturn. 
Sir Ernest understood that future prof | 
its from a monopoly could more than jusi 
risking all to defend it in moments of crisis. 
As the world recovered from the seconds i 
world war, this policy began to pay off enor- ` 
mously. Anglo ploughed its profits from dia- - 
monds into developing big new gold mines — 
in South Africa. The theory was that when — 
times are good, people buy diamonds; when 
they are bad, they buy gold. So far the the- 
ory has worked. E 
What may turn out to be the key deci- 
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for Anglo’s future was 
" Ernest's death in 1957. “In 


oon after 
4 normal 
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, says Mr Harry Oppenheimer, Sir 
Tnest's 80-year-old son and heir. By then, 
inglo was awash with money but short of 
w mining ventures in South Africa. The 
pany had already taken vertical integra- 
as far as possible in mining by growing 
-for pit-props, making wire for cables 
running farms to feed its miners. 
But Anglo shied away from expanding 
ationally. Harry Oppenheimer gives 
reasons. First, the Sharpeville massacre 
1960 turned world opinion against South 
rica and its money. Second, the South Af- 
an government's foreign-exchange con- 
ade it difficult to move money quietly 
d. But it is hard to believe that foreign- 
ange. controls were important con- 
nts. Anglo is different from other South 
an groups—it has access to dollars 
e Beers's diamond sales in London 
a network of shell companies. Be- 
, it could always have paid for forays 
id by borrowing money guaranteed 
inst its assets in South Africa. 
nstead, the group moved into industry 
uth África. It started a range of green- 
d ventures, such as Highveld Steel and 
ndi Paper. Mr Oppenheimer admits to 
itial misgivings", caused by Anglo's lack 
industrial experience. However, today 
h projects are put forward as great tri- 
mphs. Are they really Take Highveld, 
h exports 3596 of the steel it produces. 
is quite an achievement in a market 
here it has to compete against heavily 
dised state-owned producers. But what 
hveld does not reveal is the extent to 
ch its steel sales are subsidised by those 
'anadium, a product used to make high 
lity steel. Highveld dominates the vana- 
market producing more than three- 
ers of the world's supply. 
he desire to control markets is deeply 
ed in the Anglo style. Other com- 
producers have similar ambitions. 
ets Anglo apart is its success at trans- 
ntentions into reality. Gold mining, 
lo's core business, requires vast 
nts of capital and skilled labour. Anglo 
used its unrivalled access to both to 
à commanding position in the South 
in economy. By one estimate it has 
,300 subsidiaries and affiliated compa- 
producing nearly everything a South 
n could want to buy, from cars to in- 
ice to beer to dogfood. 
Because of its financial clout in South 
ca, Anglo does not always need a major- 
take in a company to control it. And its 
is not always obvious. The chart 
ows how complicated and yet powerful is 
lo'sweb. . 
-The group's taste for secrecy and for 
arket control was first acquired in the dia- 
nond market. De Beers has never let the 
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price of diamonds fall in nominal terms. Its 
system was established soon after the first 
big discoveries of diamonds were made in 


South Africa. Until then diamonds had — 
been genuinely rare. The cartel has ensured 


they have made the transition to a mass corr 
sumer item while retaining much of their 
value. From an office in central London, 
two subsidiaries, the Central Selling Orga- 
nisation and the Diamond Trading Com- 
pany, handle around 80% of world trade in 
diamonds, worth $5.5 billion in 1988. 

Diamond producers in Russia, India, 
Zaire, Tanzania and Australia have all tried 
to sell outside the cartel. Most have given up 
because life is easier on the inside. Marxist 
Angola is the latest to sign up. 


A small family business 


The key to the cartel’s success has been the 
Oppenheimer family’s willingness to risk ev- 
erything when times are bad, which in turn 
has created an in-bred culture within both 
Anglo and De Beers. Staff at De Beers show 
a fierce loyalty to the family and to Harry 
Oppenheimer personally. “Always a gentle- 
man’, is the usual refrain. 

Even Anglo, which employs over 
250,000 people compared to De Beers’ 
22,000, remains a family company. The 
most tangible sign of the family’s influence 
is E. Oppenheimer & Son, a private holding 
company the extent of whose investments is 
kept as secret as the South African govern- 
ment's nuclear capability. The company is 
obliged to reveal that it owns 8.3% of An- 
glo. But its influence is far greater than that 
of a minority investor. The receptionist on 
the panelled first floor of the empire’s head- 
quarters at 44 Main Street, Johannesburg 
where the top executives of Anglo and De 
Beers have their offices, does not answer the 
telephone in either company’s name, but in 
that of E. Oppenheimer & Son. 
































































holding companies. | ! 
The classic Anglo career starts at Ox- 
ford. ("We had the odd Cambridge man, 
but they never lasted long," says one senior 
executive only halfjokingly) Then he 
(hardly ever a she) returns to Johannesburg 
as a trainee, where he can expect to work irf 
a variety of departments and to lead a life of 
utter boredom enlivened by an occasional 
drink or lunch with the chairman. Mr. 
Gavin Relly, now chairman of Anglo, re- 
members the feeling of being “at the bottom. 
of a layer of porridge” during his stint. 

A trainee who catches the chairman's: 
eye over the tomato juice can hope to basi 
come his personal assistant. The advanta; 
of this is that, at the end of several years as a- 
PA, the lucky youth will know the group's 
inner secrets. But, while learning them, he is- 
more likely to have acquired the habits of a. 
diplomat than those of a businessman. 
Whoever survives this gruelling process be- 
comes, in effect, an honorary member of the 
family. (Those lower down are not ex- 
cluded—every year on Harry's birthday 
each of the 3,000 staff at Main Street re- 
ceives a slice of cake with the boss's initials 
iced on to it.) 

The family’s holding in Anglo, com- 
bined with De Beers' and Anglo's cross- 
shareholdings in each other, makes the 
group effectively bid-proof, leaving its man- 
agers free to take a long-term view. This, 
they argue, has been crucial to the group's 
prosperity. South Africa's gold mines are 
the deepest in the world—the newest pros- 
pects are up to 2! miles underground and 
will take over a decade to bring into produc- 








ama 






s taken 'oday are right for another 25 
This need, combined with lack of 
«market pressure, gives Anglo’s manag- 
xury of working by consensus. 
critics claim that the company’s 
leisurely search for consensus re- 
mmunity to genuine competition. 
there are plenty of symptoms of 
lead hand of Main Street”, including 
cessive centralisation; too much emphasis 
nance; and not enough stress on operat- 
| efficiencies. Anglo is renowned in the 
ning industry for its poor record for find- 
new mines. 
: Main Street’s hand is certainly ponder- 
s. Anglo has yet to start down the road 
cen by most of its global competitors in 
g, who are trying to reduce their de- 
lence on income from minority stakes 
to re-invest in wholly-owned subsidiar- 
he advantages of this route, which RTZ 
oneered, is that it helps holding com- 
nies to devolve operational power to sub- 





























































cashflow. In the 12 months to March 31 
989, Anglo’s total earnings were R2.6 bil- 
Bion ($1.1 billion). Strip out equity-ac- 
unted contributions from affiliated com- 
„panies, and the group was left with less than 
Walt that: R1.2 billion in actual cash. 

- The need to reduce passive stakes and 
ito i improve access to cashflow underpinned 
she ConsGold bid. Achieving both would 
shave helped to close the 40% difference be- 
mween Minorco's share price and its net as- 
s&t value. A reduction of this discount 
»would enable Anglo to make further acqui- 
esitions abroad with the support of non- 
South African shareholders. Instead, the 
«sale of the ConsGold stake to Hanson leaves 
. Minorco sitting on more than £2 billion in 
cash, making the discount at which its 
¿shares trade even more embarrassing. 
uii; Minorco may try again soon. The Lux- 
"iibourg-based company remains Anglo’s 
best hope of expanding its assets outside 

outh Africa. Anglo's other efforts have 
stly run into trouble. Political pressure 
-and lack of good mineral finds forced Anglo 
¿tö roll its Australian interests into a minor- 
ity stake in a company controlled by Mr 
bert de Crepigny. Anglo’s British inter- 
s, held through Charter Consolidated by 
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ght spot for Ánglo internationally is 
tin America where politicians are less 
hoosy about where the cash comes from. 


rapped i in the laager 


ack of success abroad; the rough handling 
"experienced during the Minorco affair; 
threatened legislation in America which 
would prevent South African firms from 
wning more than 5% of an American com- 
any: all have prompted Anglo to stick to a 
trategy which no free, global company 
uld pursue: toda „Some of its senior exec- 





da 


and Consolidated Gold Fields. “ 


-dus of skilled whites and abysmal 
sidiaries while getting control of the | 


using more machinery. But the 


norco, have not prospered. The only j 


“utives think in terms reminiscent of Cecil —— 


Rhodes, the jingoist founder of De Beers 
Southern 
Africa is the great opportunity for us”, says 
Mr Nicky Oppenheimer, Harry’s 44-year- 
old son. But, before Anglo can exploit this 
potential, the group must overcome its 
greatest challenge—the need to secure a fu- 
ture for itself in South Africa. 

The backbone of its business in South 
Africa—gold—is in trouble. South Africa's 
gold mines have moved from being the low- 
est-cost producers in the world to being 
amongst the highest, thanks in part to rapid 
domestic inflation.The problem is the lack 
of room to slash costs. Anglo has tradition- 
ally paid its black miners slightly more than 





their pay is still poor. In the latest 
round of pay negotiations the 
black National Union of Miners 
is demanding a 10096 rise for its 
lowest paid members. The exo- 


education for blacks means even 
greater pay pressure for more 
skilled workers. 

At the latest shaft at the Vaal 
Reefs gold mine, Anglo employs 
half the usual number of men by 


scope for further staff cuts is lim- 
ited by the scarcity of skilled la- 
bour and the inaccessibility of 
much of the gold. Besides, Anglo 
takes its social responsibilities se- 
riously. With over 5m people al- 
ready estimated to be unem- 
ployed in South Africa, it does 
not want to be seen to be laying 
off thousands. 

Anglo gets little praise for its 
efforts to improve conditions 
within South Africa. It is disliked 
by the Afrikaner establishment, many of 
whom see it as dangerously liberal and some 
of whom would like to see it nationalised. At 
the same time, it is hated by many blacks 
who believe Anglo has been the main eco- 
nomic beneficiary of the gross injustices of 
apartheid. 

Anglo is pursuing a high-risk policy of 
trying to convert as many as possible of its 
black workforce into "stakeholders"; ie, 
give them something to lose and they might 
not be so quick to riot. Either directly, or 
through the Chairman's Fund (a charity 
which receives 0.5% of Anglo’s and De 
Beers’ profits each year), the group is in- 
creasing its efforts to educate and train 
blacks. It is slowly narrowing pay differen- 
tials between black and white. Efforts to 
promote blacks to skilled jobs are at last 
making visible progress. The group now 
gives skilled blacks the same housing subsi- 
dies as their white peers. And 70% of its 
workers have now accepted its offer of free 


shares in the company. 


Where's my stake? 


acumen. 

















poorly handled. refe as alongs as ae Gro 
Areas Act restricts where blacks can 
pepe c black ane to oe st 





because, with s 80 muc t 
in South Africa, it c 
erwise. lt has now 
tive scheme aime 
businesses by | gi 















- the other South African mining houses, but has! 








fere with his oot 
Senior manager at 


that of fhe filling i i 
caught between - "ad 
and white reactionaries. T 
how they explain the group 
ability to use its massive co 
cial power to push the gove 
ment faster down the road 
righteousness. 
Much will depend on thes 
and steadiness of whoever is 
the firm’s helm. Main Street 
sips expect Mr Relly to retire 
year or two (he is now 63) 
~ Ogilvie Thompson is expected 
take over at Anglo, leaving the chair of 
Beers free for Nicky Oppenheimer. It 
widely assumed that Nicky will eventu: 
take over the whole group, if he wants t 
far, Nicky has been best known for his be 
and his skill asa helicopter pilot. But his 
ther too was a slow starter, more noted: 
his love of Byron and politics than of b 
ness until Sir Ernest died. And Nicky 
already shown a touch. of his. fat 































Cecil Rhodes used to offer. his 3 
holders “patriotism plus 5%, which 
handsome return at the-end of the. 
teenth century. Anglo cannot offer 
tors, employees, or the South Africa 
ernment nearly as attractive a propo 
Given Anglo's failure to become a g 
company, its future lies with its abili 
convince both the Afrikaner establish 
and its black workforce (and customers. 
they all have a stake in its survival. W 
accept "benign self-interest plus 296"? 
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San the reforming Hirasawa get 
vis team in harness? 


e 
JKYO 


FTER vears of bickering banen Japa- 
nese banks and securities firms over fi- 
ancial deregulation, reformers at the fe 
ance ministry have taken things into their 


wn hands. The opportunity to do so has 


ome with the annual job reshuffle at the 
sof Japan's financial bureaucracy. The 
fm career post—administrative vice-min- 
ter—has gone not, as usual, to a man from 





ye ministry’s powerful budget bureau but. 


3 the architect of financial reform, Mr 
adaaki Hirasawa. As the former director- 
eneral of the ministry's banking bureau, 
Ar Hirasawa has been overseeing the bank- 
yg sector's proposals for rewriting Article 


5 of the Securities and Exchange Law (a 


lone of America’s Glass-Steagall Act) that 
eparates commercial and investment bank- 
id in Japan. 


Throughout the jockeying for jobs, Mr - 


lirasawa has been riding his own hobby 
orse: the introduction of wholesale invest- 
qent banks. That would allow big financial 
tutions—banks, brokerages, insurance 





f ms, even consumer-credit companies—-to ; 


se wholly-owned subsidiaries to enter lu- 
rative businesses like underwriting corpo- 
ate bonds, foreign-exchange dealing and 
rust manageme t. Ihe securities houses 
ave oppo s a change, not so much 












because they fear the arrival of the commer- 
cial banks in investment banking, but be- 
cause they believe it would be a step towards 
allowing the banks into stockbroking. It is 
the fat fixed broking commissions which 
make the securities houses’ money. 

Mr Hirasawa is now in a position to 
have his own way. As he will have only a 
year to go before retirement, the reformers 
who support him have moved quickly to 
neutralise forces within the ministry that 
have kept banking and securities officials 
skirmishing with each other. Taking over 
from Mr Hirasawa as head of the banking 
bureau is Mr Masaaki Tsuchida. He comes 
from the finance minister's own secretariat. 
It has kept out of the squabbling between 
banking and securities people but has been 
quietly backing financial reform. 

On the other side of the fence, the exist- 
ing director-general of the securities bureau, 
Mr Masahiko Kadotani, will stay on for an- 
other year. A budget man by background, 
Mr Kadotani has served the securities indus- 
try well, It remains to be seen if he can be as 


protective of the industry now that Mr 


Hirasawa is his superior, not his equal. 

One rung below, the banking and se- 
curities bureaus are swapping key officials. 
Mr Nobuhiko Matsuno moves across to be 


the new senior deputy director été 
the banking bureau. His counterpart 
securities bureau will be a banking 
veteran, Mr Yukinori Nakahira. The aim 
to interrupt the civil-service tradition of 
official championing his bureau's clien 
dustries, and thus to get more co-operatio 
when it comes to hammering out cha 
banking regulations that are going to h 
needed within a year or two. A 
The deadline for change is said to 
1992. By then Japan's financial regulatior 
must be broadly in line with those of th 
ropean Community—or it will risk bei 
shut out of Europe if it cannot offer rec 



































pan. At least, that is the official line. In rea 
ity, the Japanese know that Europe 
unlikely to act precipitately. The finar 
ministry has already done much to acc 
modate the Community. Europe's univ 
banks can set up 5096-owned securities sul 
sidiaries in Japan, and are free through ot 
wholly-owned subsidiaries to sell trust 
ing and other financial services. By contras 
Japanese banks can own no more than : 
stake in their country's brokerage firms 
Nonetheless, “reciprocity” is a h 
stick for Japanese officials to prod d 
institutions into action—and actioi 
tainly needed, at least from the bank 
regulations that preserve bits of ban! 
Japan from competition have outlives 
usefulness for. husbanding scarce 
needed by industry in the hungry 
years. The rise of capital markets 
footed banks even more in Japan tha 
where. For the past five years industria 
anese clients have shunned their | 
managers for most of their financing t 
Instead, they have raised capital wit: 
linked instruments, eg, convertible bor 
and warrants—and mostly on the effici 
Eurobond market rather than at home. 

























|. At the same time as lendin: 

ies has tailed off, commercial banks have 
been caught in a painful squeeze as they 
iave sought new customers among individ- 
als and small businesses. Until recently, in- 


















































s products. 
has given the banks an urgent 
ed for financial deregulation. So far, the 

'ommercial banks have been given per- 
ssion to speculate in currencies and un- 
rwrite government. bonds, which now ac- 
unt for 25% of their revenue. In addition, 
ey have been allowed to repackage home 
oans as interest-paying bonds (in the jar- 











TOKYO 


SHE civil. servant at Japan's finance 
„ministry most familiar to the rest of 
he world is its vice-minister for interna- 
onal affairs, a post that ranks only a 
hade below the one Mr Hirasawa is tak- 
ing up. This year’s reshuffle sees Mr 
Makoto Utsumi stepping up to replace Mr 
Toyoo Gyohten, who will retire after Ju- 
ly's summit meeting in Paris of the leaders 
of the seven main industrial nations. With 
- his aging-rock-and-roller looks and Amer- 
ican-accented English, the lively Mr 
Gyohten is likeable and much-liked in in- 
ternational financial circles. — 
_. Mr Utsumi cuts a different figure. He 
| more dapper and quieter man. His 
first foreign language is French and a copy 
of the previous day's Le Monde is usually 
to be found in his office. But Mr Utsumi is 
omfortable and fluent in English, though 
he regards it as a necessary professional 
language rather than something to be spo- 
ken for the love of it. Even so, a copy of a 
work of nineteenth-century English litera- 
re, a long-standing interest, is as likely as 
not to be seen lying alongside his copy of 
“Le Monde. Equally balanced is his inter- 
national experience: Mr Utsumi has 
_ served in both Brussels and Washington, 
-where he is well known. 
Mr Utsumi is said by ministry insiders 
~ to be less charismatic and a poorer admin- 
—istrator than Mr Gyohten but a shrewder 
- politician and judge of people, particularly 
of who has power and who does not. Both 
men are clever and are graduates of Tokyo 
University's law faculty—nobody gets 
inywhere near the top of the finance min- 
istry who is not both— but one official dis- 
paragingly criticises Mr Utsumi for acting 
-too frequently on instinct rather than 
thinking things through as a good bureau- 
. crat should. That same official also admits 
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bonds. 


The securities firms have been deter- 











"securitisation ) for sa 
tional investors. Now they want to securitise 
other forms of consumer debt, including car 
and credit-card loans. In the past week the 
banks have also been given approval to 
trade in currency and interest-rate futures. 
But the one thing they would like most of all 
is the chance to underwrite corporate 


mined to keep them off this highly profit- 
able turf. Japan's four big brokerage houses 
(Nomura, Daiwa, Nikko and Yamaichi) 
have easily presented a united front against 
the financial reformers from the ministry's 
banking bureau. As far as they were con- 
cerned, the whole debate on financial re- 
form would have to start again from 


that Mr Utsumi's instincts 
are usually right. 

The ministry's system of 
regular internal promotions 
keeps the top jobs for 30- 
year career veterans so the 
annual reshuffle means no 
drastic policy changes. But Mr Utsumi, 
who came up through the ministry's inter- 


... and Mrs National Property - 


LL coiffed, neatly dressed and 
bright as a button, Mrs Kyoko 
Nakayama could readily pass as a middle- 
class housewife in one of Tokyo's smart 
neighbourhoods, She might even be mis- 
taken for the wife of an up-and-coming 
member of parliament, debating a point 
in his electoral district. She is both of 
these and more. | | 

The 49-year-old Mrs Nakayama has 
just become the first woman ever to make 
it to the rank of kacho (section manager) 
in the Japanese finance ministry. Indeed, 
she is one of only six female career bureau- 
crats in the whole of the ministry. Though 
not exactly common, women do get pro- 
moted to such ranks in other parts of the 
Japanese civil service. But the finance min- 
istry—with its prestige, intellectual snob- 
bishness and bureaucratic 
clout—has been a male pre- 
serve. Mrs Nakayama's pro- 
motion makes her boss of 
the Second National Prop- 
erty Division in the minis- 
try's financial bureau. 

A graduate of Tokyo 
University, where she read 
French literature, — Mrs 
Nakayama entered the civil 








le to institu- 











scratch—until this week, that is., 
As the new top civil servant in the mir: 
istry, Mr Hirasawa will lean heavily on bot! 
the banking and the securities bureaus ti 
come up with a mutually acceptable packag, 
of financial reforms. Insiders are already sug 
gesting that the securities bureau could un 
veil its own ideas by next spring. It has set uj 
à committee un rofessor Shoich 
Royama to draft recommendations. Tha 
would leave the rest of 1990 for the various 
interests to seek the usual consensus (ie, : 
compromise). And, as Mr Hirasawa is the 
man with the final say over who is likely te 
get the next crop of plum jobs in the finance 
ministry, senior bureaucrats will listen te 
him with special attention. 
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national-finance and tax bu- 
reaus, has a reputation fo 
| stubbornness and for ind 
| pendence of mind, He had a 

big hand in devising the 
azawa plan, which was 









rst proposal for - 
z the third-world debt 
, Expect Mr Utsumi | 


to propose more Japanese 
initiatives on international 
financial issues—and to fight hard for 
them to be accepted. | 


service in 1963, first with the foreign min- 
istry. Considering it a bit of a pushover, : 
she wangled a transfer to the tougher fi- 
nance ministry. There she met her hus- 
band, Mr Nariaki Nakayama, also a To-. 
kyo graduate. While Mr Nakayama opted. 
to leave for the Liberal Democratic party, |. 
Mrs Nakayama went on to work with thoga 
IMF in Tokyo, for the finance minister" 
secretariat, and then took the obligatory 
two years in the wilderness (the customs 
and tariff bureau's Narita branch), learn- 
ing to manage people. 

With the cream of Japanese graduates 
clamouring to devote a lifetime to long 
hours, cramped and uncomfortable con- 

| 
| 








ditions, and rotten pay, the finance minis- 
try has never even had to think about pro- 
viding careers for women. Mrs Nakayama 
might yet make it to bucho 
(head. of department). But 
director-general of a bureau? 
© Or, heaven forbid, vice-min- 
-. ister? The men in the minis- 
. try may have made a big bold 
+ leap into the. present. But 
they are not yet ready to let 
.. Women stray that far from 
-| serving tea and cleaning up 
- the office after chem. 






re et a hn teh ht r eaan anadaka HEN STR TET EET EE RR 


THE ECONOMIST i 










with debt 





































































ces may at last have stoppe 





/ investments have been as duff as 
oans made by international banks to 
itin. America. Ever since a secondary 
= market emerged in 1984, prices have de- 
~ clined. Yet the market has never been 
' busier. Some of the big banks which make 
markets in the debt say that, in the first 
: five months of 1989, turnover was 20% 
up on the same period of last year. In the 
whole of 1988 some $30 billion (face 
value) of risky loans changed hands. 
— A feature of this year’s boom is that 
. fewer of the buyers are ingenious end-us- 
ers of the debt. Last year multinational 
‘companies were using debt-to-equity con- 
rsion schemes in Mexico and Brazil to 
make cut-price investments in those coun- 
tries. There was also a booming business 
(which swallowed up maybe $5 bil- 
lion of debt in 1988) in trading in- 
‘ternational banks’ loans to Brazil- 
ian private-sector companies. 
These loans are repayable in depre- 
ciating cruzados. Multinational 
‘companies with ee in Bra- 
til bought these (dollar) loans at a 
discount from other banks on the 
secondary-debt market—in effect 
getting cheap Brazilian currency to 
meet their local costs when the debt 
matures. | 
| Most of these gimmicks have 
| ended. Banks are doing only one- 
| tenth as many cruzado conversions 
| as last year. And Brazil and Mexico 












have suspended their debt-to-eq- 

uity programmes on the spurious 
à ground that converting dollars into 
Fiocal currency is inflationary. So 
why the renewed activity in the secondary 
market? The answer is that prices seem— 
` finally—to have bottomed. 

Since the sudden slump at the begin- 
ning of the year, when riots in Venezuela 
and strong words from other parts of 
Latin America appeared to increase the 
chances of a debt default, the main debts 
in the market have traded in a narrow 

range. Mexican loans, for example, after 
-sinking to around one-third of their face 
| value, have risen to two-fifths. 
| - The big traders in the market— 
| Citicorp, Bankers Trust, Chase Manhat- 
Lb tan, J P. Morgan, Nederlandsche 
.Middenstandsbank and Libra Bank (a 
|| London consortium bank)—have helped 
| to keep prices stable. These banks take 
UN | in the debt, act as warehouses 
l ài upply liquidity to the rest of the 
market when it is needed. The smaller 













r is (bong in the second aD ma M" for Latin American debt. 
all | 





houses, which carry out the increasingly 
complicated corporate-finance deals that 
involve debt, rarely take positions. 

The willingness of the big banks to 
hold inventories of secondary debt is 
changing the nature of the market. Origi- 
nally cash played a small role in debt-trad- 
ing deals. The bulk of the trading in- 
volved banks swapping parcels of debts 
between themselves. Japanese banks, 


which have done little so far to alter the 


mix of their Latin American debt, are now 
at this stage. They are sorting through the 
mix of Latin American debts to improve 





the creditworthiness of their loan portfo- 
lios. Few Japanese banks can turn the 
dross of their portfolios into better credits 
in one jump. Instead, they have to go 
through a series of swaps. In these, debts 
that nobody wants (such as Argentina’s or 
Peru's which both pay no interest) are 
made tastier either by adding loans that 
have more use, or cash. 

_ Useful loans include South African 
debts, which can which can be exploited 
to make investments in South Africa at 
advantageous rates, and Chilean debt. 
Chile still has a debt-to-equity scheme and 
allows its citizens and companies to buy 
back debts at a discount. 

This stitching together of deals is still 
done by small traders, but the big banks 
trade between themselves mainly for cash. 
One of the biggest bank-traders reckons 
that 7596 of its dealings with other banks 





is now for cash. Two years ago the propor 
tion would have been 2596. Since the be 
ginning of June, the 3 : 
broker, Garban Guy 
together deals betweer 
a fee of 0.0696 of the. 
The advantage of 
both buyers and : 
identities secret. T 
volatile market. wt 
5% in a week. 

The bottoming 
increase in liqui 
new buyers of d 
and industrial co 
who have dabbled i 
since it began, are beco aii 
tant. They gamble that countries will 
up their interest payments and so giv 
them a good return on their money. Inves 
tors made money from betting that Roma 
nia would continue with its m 
plan of paying off its medium-terr 
bank loans. Investors bought thi 
debt at 85% of its face value on 
yield of 11.5%. They were repaid 
full in February. 

Recently, rich Chileans were bi 
buyers of Argentinian debt when i 
touched 11% of its face value it 
mid-June. They pushed the price 
back up to 14%. Paradoxically, rich 
Argentines bought large amounts. 
of the $100m Mexican fixed-rate. 
bond which Mexico launched in 
June. The bond was issued at a yield 
of 17% but its price has since risen 
so its yield has fallen to 16%. 

Industrial companies are be 
coming more active investors, a 
though they account for a tiny pr 
portion of the market’s turnover- 
probably less than 5%. Some multinatior 

als with operations in Brazil have bough 
small amounts of Brazilian debt on the 
secondary market for the yield (around 
30%). They reckon that, should Brazil d: 
fault, they will still be able to exchange th 
debt for cruzados. | 

Some bold money managers, who hav 
started to take an interest in third-we 
debt, take risks no bank would accep 
Rothschild, a British investment. con 
pany, paid around $18m for $200m « 
North Korean debt. North Korea has p 
no interest on its $400m commercial del 
for five years. The banks thought th 
there was so little chance of getting p 
that, until Rothschild arrived, North K 
rean debt had no price. The big banks 
hope that other money managers might 
soon do the same for their Latin Ameri- 
can debts. 











































VERSEAS investors, including the Ja- 
panese, have recently been streaming 
the West German stockmarket. They 
elped to push it to a 1989 high (sec 
rt opposite) The economy is out- 
forming even the most optimistic fore- 
ts made six months ago. Real GNP growth 
v looks set to equal—and maybe ex- 
1— last year's unexpectedly strong 3.4%; 
trade surplus is heading for another 
rd, topping 1988's DM128 billion ($73 
llion); much of industry is working flat 
and, for the first time in seven years, 
+r than 2m people are unemployed. 

Some foreign investors may have been 
pted into D-mark assets by the fact that 
German currency now seems underval- 
he D-mark has been weak, not just 
st the dollar but also against the cur- 
es of most of West Germany’s main 
partners. That has been partly be- 
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lome is where the heartache is 


MERICA'S Federal Housing Admin- 
| istration (FHA) may be about to run 
- - Qut of money. Part of the scandal-ridden 
. Department of Housing and Urban 
-. Development (HUD, see page 25), the FHA 
insures mortgages up to a ceiling of 
$101, 250. At the end of September last 
year, it had insured $277 billion worth of 
-. home loans. Because of defaults and fore- 
closures, losses in the year to September 
0 1988 amounted to $452m. HUD sources 
stimate losses in the six months to March 
1 1989 were another $150m. This would 
nean the FHA's net equity has 
ably shrunk from $1.2 billion 
o $600m. But who knows? The 
HA has not been fully audited for 
Imost ten years. 
- In 1981 and 1984 the General 
Accounting Office, Congress's ac- 
counting arm, tried to audit the RT 
FHA but could not do so because or E 
“the lack of usable accounting sys- 
tems". For the year ended Septem- 
ber 30 1987, the cao cobbled to- 
ether a balance sheet but no 
rofit-and-loss account. A more ac- 
urate picture must await the publi- 
cation, expected within the next 
month, of a full audit of the FHA by 
Price ‘Waterhouse, an accounting 
firm. The worry in the GAO is that 
the audit will uncover bigger losses. 
There have been plenty of warn- 








sign exchange 


On the road to ruin? 





cause inflation, while still low by interna- 
tional standards, is rising; because of politi- 
cal troubles (discord in NATO, worry about 
the results of the Euro-election in June); and 
partly because West Germans are still invest- 
ing abroad to escape a hated but now 
doomed withholding tax on interest in- 
come. | 
West German stockmarkets have trailed 
behind those of New York and London, and 
far behind Europe's two high fliers this year, 
Vienna and Oslo. Are West German shares 
undervalued? Do not read too much into 
their average price-to-earnings ratio of 13. 
West German companies are masters at un- 
derstating true earnings. A better mea- 
sure—the price-to-cash-flow multiple—is, at 
J, well below the average in most other 
countries. On that basis, there are bargains 
around even among blue-chip companies. 
They include the three chemical giants 


ing signs. Claims filed by lenders against 
the FHA have jumped from $2.9 billion in 
1986 to $4.4 billion in 1988 and could hit 
$6.6 billion this vear. Mortgages which 
have been "delinquent ""—ie, in arrears— 
for more than 60 days accounted for 5.5% 
of FHA’s total mortgages at the end of 
1988, compared with 5% at the end of 


September last year. This means $1.37 bil- 
lion of FHA-insured mortgages defaulted 
in the last three months of 1988. 

The FHA has little protection against 
the financial consequences of falling 








announced.e: earnings u up by 20% or more it 





the first quarter, and Thyssen, a big ste 
and engineering group whose profits dot 
bled in the half-year to March 31st. 

Thanks to the economic boom the orig 
nal forecast of a 10% average rise in compa 
nies’ earnings this year (after a 17% increas 
last year) looks too low. Moreover, the gov 
ernment said in June it was considering cut 
ting corporate taxes by up to DM30 billio: 
after 1991 to help business fight the toughe 
competition expected in the single Euro 
pean market to be created by 1992. Firms ir 
other EEC countries may now wonde 
whether their West German rivals realh 
need the help. West Germany's trade sur 
plus with its EEC partners was DMSBI billior 
last year. It is rising strongly again this year 
especially with Britain and France. 

One danger is that the economy wil 
overheat and inflation accelerate—the mort 
so since tax cuts, due to take effect from 
start of next year, will add more than DM. 
billion to domestic purchasing - power 
Maybe. It was a shock when the year-on-yeat 
inflation rate in April reached the 3% mark 
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house prices because there is hardly any 
owner-equity in the mortgages it insures. 
Initial payments by borrowers are 3-10% 
of the house price. Another problem is 
"equity skimming", where speculators 
buy foreclosed FHA properties and collect 
rent for a while before disappearing with- 
out making any mortgage payments. L 
Despite growing problems, a bill is 
now before Congress which could make 
things worse. Known as the National Af- 
fordable Housing Act, it would reduce the 
initial payment for some buyers to as little 
as 196 of the buying price and replace the 
$101,250 limit with a blanket formula al- 
lowing the FHA to insure loans up to 95% ni 


of the average sales price of a house i in any 


region. 

A recent paper by Mr Ronald i 
Utt of the Washington-based Heri- — 
tage Foundation, entitled “Pushing 
the Federal Housing Administra- 
tion Toward Insolvency”, argues 
that lowering the initial payment 
required for an FHA-insured mort- 
gage would increase the default 
rate. At present FHA-insured loans 
with down-payments of 3% or less 
incur insurance claims at double 
the rate of FHA loans with initial 
. payments of 596 or more. The rea- 
son is simple. The lower the initial 
payment the éasier it is for a bor- 
Tower to walk away from a property 
when he is financially stretched. In 
the recession of 1981-82, a third of 
Such FHA-insured mortgages de- 
faulted. 


THE ECONOMIST JULY 




















ae 


tor the first time in five years. It is now just 
ow that. But prices are unlikely to spiral 
f control, even by stern West German 
*"hdards. The Bundesbank is at last reining 
&n the growth of money supply close to its 

76 target for the year. And if the D-mark 
strengthens, that will dampen down infla- 














r merican corporate finance 


nvasion of privacy 


TRUE than tap the public market for 
! funds, American companies such as 
_Leckheed, rrr and Colgate-Palmolive are in- 
creasingly placing new issues of stocks, 
nds and other securities privately with in- 
sstitutional investors. In 1980 private place- 
ments amounted to $16 billion or 22% of all 

“issues of securities; last year they totalled al- 

most $200 billion, or 4296 (see chart). And, 
"if proposed changes to America's securities 
xi are made, the market could soon be 
h bigger. 

Firms like private placements because: 
: They are exempt from the detailed disclo- 
-sure requirements of the Securities 
-and Exchange Commission (sec) for 
. public issues—an increasing (and in- 
reasingly costly) burden for even 
he biggest companies. 

@ They can be put together in days 
ather than the weeks, or even 
months, needed to arrange a public 
ssue. This speed is crucial to small 
r medium-sized companies whose 
managers cannot afford to be distracted 
rom their businesses for long. 

) The issue costs are lower than for a public 
ffer for sale—especially on smaller deals. 
or example, fees charged by sponsoring in- 
estment banks, lawyers, rating agencies 
nd printers could easily swallow up the first 
. $600,000 of a $25m public issue. For an 
:equivalent private placement, the cost is un- 
likely to be more than $150,000. 
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tion. Interest rates may not have reached 
their peak but barring, say, a new surge by 
the dollar, they are probably close to it. 
Even with the (mainly) good economic 
news, investors would have been less at- 
tracted to West German shares had it not 
been for the Veba-Feldmühle deal—the 


— 





For investors, the private-placement 
market has one big drawback: it lacks liquid- 
ity. Under rule 144 of the 1933 Securities 
Act, investors in privately placed securities 
have to hold on to them for at least two 
years after the initial offering before they 
can be resold. Companies making private is- 
sues pay a price for that. Private bond and 
debt issues carry a higher coupon than (and 
new equity issues are made at a discount to) 
comparable public offerings. 

The SEC is reviewing rule 144 and has 
already aired a possible amendment (known 
as rule 144a) proposing that resales of pri- 

vate issues should be al- 


Number of private 4 
placements, ‘000 


^ ,| Bashful borrowers 
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nearest the country has come to an 
friendly takeover. In May Veba, an eni 
conglomerate, said it had pieced togeth 
big stake in Feldmühle Nobel, a diversi 
industrial group that Deutsche Bank bou 
a few years ago from a billionaire, À 
Friedrich Flick, and then sold off to a sprea 
of shareholders. ^^ ^^. - 


Such a debat: 
































thought virtually impos: 
links between West € 
















stricting shareholders' 
coup shows what car 

enough cash and. 
Veba bought onk 
probably has effective 
The market has. 






























































Since been guess 
which firm might be the next target. Sugg 
tions range from VIAG, a newly privatised 
dustrial group, to Siemens, West Gèrman 
electronics giant. Those expecting a stre 
of unfriendly takeovers in West Germany 
the near future may be disappointed. | 
Veba's move excited a market which ! 









lowed within the restricted period, provic 
that the securities are bought only by “q 
fied institutional buyers" —ie, firms with: 
tal assets of over $100m. 

Although a final decision on the amend 
ment is not due until later this summer 
moneymen argue that, by creating even 
limited secondary market in the first tw 
years, rule 144a would encourage more bor 
rowers (particularly foreigners) to launcl 
private issues, thus reinforcing the tre 
away from the public market. E 

Institutions are already  positioni 
themselves to make the most of any boom 
private placements. Several boutiques ha 
sprung up recently to look for middle-siz 
deals, often neglected by the likes. 
Goldman Sachs and Bankers Trust. On 
Shea Paschall & Powell, set up by form 
employees of Bankers Trust and now 509 
owned by Britain's Hambros Bank, is ci 
tivating ties with American regional ba 
that have no private-placement capab 
but plenty of clients. Another is BNE A 
ciates, formed by defectors from the pris 
placement team at Paine Webber, a ' 
Street firm. | 

Some of the biggest investors in the. 
vate market are even considering acti 
agents for placements, cutting out the b 
as middlemen and syndicating deals th 
selves. American insurance giants suc 
the Prudential and Cigna Corporation: 
buying larger issues than normal and t 
selling bits of them to smaller investors & 
fee. If syndication catches on, Wall S 
houses could find themselves out of ye 
other job. 


















w high is up? 














































campaign to make sense of the dol- 
lar's recent rise, the better to extrapo- 
it, has won a convert in Mr David Mor- 
of Goldman Sachs in London. In his 
atest bulletin, he predicts that in 18 
as, with fluctuations in the meantime, 
ollar will have climbed to DM2.30 
DMI. 96 now), ¥174 (from Y141), and 
3 against the pound (from 
Remember the plans for ster- 
lar parity parties, drawn up in 
‘winter of 1984-85 and then 
iptly shelved? If Mr Morrison is 
et ready to dust them down. 
s new research attacks the 
hat the dollar's recent strength 
ierely speculative, and therefore 
porary. The currency's rise, Mr 
n says, is underpinned by two 
idamentals". The first is the mon- 
stance. of the Federal Reserve. 
the recent easing of short- 
m interest rates, Mr Morrison ar- 
es that the Fed's policy is still tight. 
, the dollar’s short-term interest 
ntage over the yen and the D- 
k has narrowed. But America still 
an inverted yield curve (ie, long- 
| interest rates lower than short- 
t), whereas Japan's is upward- 
ing and West Germany's is flat. 
is one sign of xeiatively tight 


Find the lady 


J)ERHAPS western credit- and charge- 
. card companies could draw a few les- 
ons from oriental banks. Instead of the 
sual mass-marketing techniques, the In- 
rnational Bank of Asia (part of the Arab 
anking Corporation) has created a 
redit-card brand (linked to MasterCard) 
Hongkong called MyCard. Directed ex- 
usively at women, it was launched in July 
1988 amid much ballyhoo. 

Hongkongers, like many other Asians, 
are just catching on to the credit-card cul- 
ture. Only 1496 (800,000 people) carry the 
plastic but bankers believe that there are 
another Im potential users. Growth in 
card ownership is expected to be at least 
30% in the coming year. 

. MyCard is the most specific attempt 
>t at marketing credit cards to a target 
oup of customers, a campaign conceived 
(natural ly) by marketing men, not bank- 
ers. Research showed that most Hong 
kong women held supplementary cards 
linked to those of their husbands or par- 

















j has recently been squeezing f ior 
growth harder than the others. 
The second big factor helping the doll" 
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is America’s current-account deficit. Yes, 
that is correct, the current-account deficit. 
The deficit is no longer shrinking much in 
dollar terms—and before too long it is likely 
to start widening again, partly because of the 


dollar's recent appreciation. But, Mr Morri- 
son says, this is not:such bad news. What | 


matters is whether the deficit continues to 


be easily financeable. It should be, because it 
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ents. There was, it seemed, demand for a 
card that would show that a woman had 
independent means. 

MyCard has a bit of snob value, too. It 
offers discounts at some of Hongkong's 
most prestigious hair salons, and on high- 
quality beauty products and jewellery. A 
2096 reapers at Jindo fur salon is of con- 
siderable value to Hongkong’s fashion- 





y. GDP (2.3% in 1989 pied with 3.4 








1987) and as a share of world savit 
(roughly 6% in 1989, against 9% in 1987, 
Moreover, the dollar remains cheap 
terms of the relative price of traded gooe 
purchasing-power parity would require it 
be DM2.43, ¥185 and $1.33 against t 
pound. On top of that, domestic demand 
currently growing more slowly in Ámeri 
than in Europe and Japan. This sugges 
that there may be some further shrinkage 
the current-account deficit after all, as 
without the need for the dollar 
fall—one more excuse for the fina 
cial markets to be dollar bulls for 
while. l 
For wellargued reasons, Mr Mc 
rison has therefore ditched his earli 
approach to the dollar, which w: 
based on a more pessimistic view s 
the "sustainable" current-accour 
deficit. But the truth is 
sustainability was all along a. prec 
unhelpful idea for currency forecas 
ing. Financial markets are -not wo 
ried about what happens to extrapé 





lated lines for deficits or foreign-del: 
ratios in five years’ time—unless the 
think the authorities are worriec 
What seems hard to deny is that th 
currency of a country with a current 
account deficit which is big (and mai 
soon get bigger) is vulnerable—anc 
as it climbs, becomes ever more sc 
Dollar bulls, beware. 
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able women, who like to swathe them- " 
selves in fur on Hongkong's one cold day ~ 
a year. A subscription to MyCard is moree- 
expensive than an ordinary MasterCard, ` 
a feature deemed important for maintain- - 
ing the card's prestige (and the PEDE S asia 
profits?). eae 

How successful has MyCard - 5 
Very, according to. the International Bank... 
of Asia. So far 12,000 women have ap- 
plied for it, which the bank reckons is a 
better return on its HK$3m ($385,000) 
campaign than mass-marketing would 
have brought. There has been a spin-off: 
many MyCard holders have opened cur © 
rent accounts with the bank, which is now 
thinking of launching more targeted 
brand-type cards—at, eg, shoppers, trav- 
ellers and lawyers. 

But MyCard may bea neo success. 
It inspired a similar "LadyCard" in Singa- 
pore. but an earlier Japanese version did . 
not take off. Target-marketing is riskier 
than mass-marketing. It is no good creat- . 
ing a brand, designed to be a value-added 
product, if nobody likes it or wants it. At 
least mass-marketing is likely to drag in 
some of f the hoi polloi. 


i 
Se a ata Nh A LE 


THE ECONOMIST JULY 1 






Pamase am re M NP rere 











.TOTHINGS ain t what they used to be. 
CN By using his air pump—one of the 
aigh points... of  seventeenth-century 
iechnology ! emove all the air from a 
ivit Sir Robert Boyle made it clear to res- 
ngland what a vacuum was. It was 
"when you took everything 
mptiness. In the early twentieth cen- 
antum mechanics made everything 
re complicated. À vacuum is still what is 
“over when everything is taken away; but 
‘hat no longer means that it is emptiness. 
dhe non-empty vacuum plays a funda- 
ntal role in the way physicists think 
about matter. 
^. Descendants of Boyle’s air pump now 
produce vacuums that are, to all intents and 
purposes, completely free of matter. But 
they can never be completely free of energy. 
According to quantum theory, it is impossi- 
ble to remove all the energy from any sys- 
tem. Ás in a tin of sardines, there is always a 
lietle bit in the corner that you cannot get 
out. The magnitude of this "zero-point en- 
ergy” is tiny; as far as everyday uses go, it can 
be ignored. Nobody can measure the zero- 
point jiggling of a pendulum caused by the 
mote of energy remaining in the system 




















when nothing else is left. But not all such - 


effects are negligible. Electromagnetic fields 
aio have zero-point energies. In the vac- 
h, every electromagnetic mode—that is, 
y way in which an electromagnetic field 
could vibrate, if there was one there—has its 
zero-point energy. The energy for each 
mode is tiny, but there are an awful lot of 
modes. Adding them together reveals a vac- 
uum crammed with energy. 
— ktis surprisingly hard to find evidence of 
this sea of energy—largely because the level 
of the energy is the lowest that can be 
reached. There is no lower level with which 
it can be compared. Like sea-level for land 
maps, the vacuum energy is the reference 
point above which all else is measured. Zero- 
point effects do turn up, though, when mat- 
er and vacuum interact. The first to be re- 
rded was the atomic Lamb shift. Atoms 
are surrounded by electrons which can have 
y ious different iier of energy. uh an 




















3 sahu of The Ael deis can 
be predicted Precisely from theory. In some 


e leftovers of nothing 













inaccessible areas of quantum electrody- 
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cases, though, the wavelength 
observed is different from that 
predicted. The difference turns 
out to be exactly what one would 
expect from the effects of lots of 
tiny electromagnetic fields work- 
ing on the electrons—the effect 
of the vacuum field. 

Not only is the wavelength 
of the photon dependent on 
vacuum: effects, so is the fact 
that it appeared at all. There 
are two ways for an electron 
to unburden itself of a pho- 
ton and come down from a 
higher energy level. If the elec- 
tron is hit by a photon of - 
the right wavelength, it 
will be knocked down, € 
and there will be two pho- 
tons where there was one be- 
fore. That is stimulated emis- 
sion, the principle behind the 
laser. Alternatively you can wait 
for the electron to jump down on its own, 
giving up its photon by spontaneous emis- 
sion. When the vacuum energy is taken into 
account, the distinction between these two 
breaks down. Spontaneous emission can be 
seen as stimulated emission, with the zero- 
point energy of the vacuum providing the 
stimulation. So the emission of light does 
not depend just on the atom—it depends on 
the way that the atom and the vacuum inter- 
act. By changing the vacuum, you can 
change the way the atom emits light. 

Á vacuum between two sheets of metal 


is not the same as one that is unconstrained, | 

Some of the modes of the electromagnetic | - 
field are suppressed—the modes which rep- 
resent waves in the field that are too big to. 
fit into the cavity. By changing the size of the 


cavity, you can lose certain modes. Groups 
of scientists around the world have built 
cavities that rule out certain modes of vac- 
uum energy, and thus stop atoms from emit- 
ting photons at various wavelengths. Using 
a related technique, they have designed and 


built cavities that enhance the radiation by 


allowing the atom to "see" more modes of 
the vacuum radiation than it would if there 
was no cavity. The results of such experi- 
ments allow scientists to explore otherwise 


“hold atoms and molecules: together 


just come at it in a different way 
tween parallel metal plate: 
millimetre apart. Because t 


available for the : zero-point energy 














































namics, the theory of electromagnetic fi l 
An intriguing theoretical point alx 
the way that atoms interact with vacuum 
been made by Dr Hal Puthoff of the I 
tute for Advanced Studies in Austin, T 
For every atom there is an energy leve 
low which the electrons cannot sink 
Puthoff suggests that this is because, a 
low energy levels, electrons cannot losi 
ergy any faster than they pick it up ftoi 
vacuum. It is the vacuum energy 
buoys them up, stopping 
from losing all their energy a 
lapsing into the atomic nuc 
That means that the vacuum 
derpins the stability of | 
atom-—and thus of almost all 
ter in the universe. 





Force from nowhere 


Vacuum zero-point energies can explain 
fects on a larger scale as well. The vacu 
energy exerts a pressure on everything: 
mally, this pressure has little effect, sinc 
comes from all directions at once and alm 
cancels out. But if two atoms are reasona 
close to each other, each will shie 
other from some of the pressure. There. 


tend to move det = s | 
This is the Van der Waal 


To it is weak, it is strong en 


and liquids. There are other ways: 
scribe Van der Waals forces, in term: 
way the e jitter around t 
but they also depend on the va 


An analogous force can be mi 
; which 
close together—say a few th us 





tween the plates limits the wav 


fewer modes available in the vacui 
tween the plates than in the vacuum 









































uled out. This ' Casini effect” may prove 
| obstacle for people who want to build 
achinery ever smaller, since it will tend to 
ick surfaces together. - 

On the other hand, it may be an oppor- 
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nsgenic animals 


rect deli ive ry 


JIOLOGISTS are trying to come to 


LÀ T with an apneni as astonish- 


5 e normal B condi- 
tions, the sperm soaked up 4,000 DNA mole- 
cules. When mouse eggs were fertilised with 
the treated sperm in test-tubes, about 3096 
f the mice born seemed to have the new 
DNA permanently stitched into their genes. 
"These experiments could make the ge- 
etic engineering of animals, and even man, 
a matter of practical simplicity. If—and this 
has yet to be shown—sperm with extra DNA 
m can be fcil to females by 


e mnai = ie womb, RUM 
nto them, and then returning the 
-embryos to the mother-to-be. The 





Where did the genes come from? — 


theoretically possible. 


¿Dr Robert Forward, a physicist who 





"work by holding t things topetea 


There are further reaches to vacuum en- 
ergy ideas which are controversial, but still 
intriguing. Over many years, Dr Timothy 
Boyer of the City University of New York 
has tried to show that many of the results of 
quantum physics can be achieved using 
none of its assumptions, provided that zero- 
point energy is allowed. Dr Puthoff has re- 
cently revived an idea mooted by Dr Andrei 
Sakharov in the 1960s that gravity itself can 
be explained by vacuum effects, a or less 
as a very long-range version of the Van der 
Waals force between atoms and molecules. 


That goes against the grain of modern the- 


process is dificult ad expensive. 

As well as promising a biotechnological 
revolution, the Italian work also raises new 
and difficult questions about the process of 
evolution. It is not surprising that since they 
published their results in Cell, a scientific 
journal, they have met with a good deal of 
scepticism, On various counts. 

@ Since the 1960s several research groups in 
America and Britain have been trying to in- 
troduce foreign DNA directly into sperm. Dr 
Nat Bunstead, for example, of the Institute 
of Animal Health at Houghton in Britain, 
spent years trying to do it with chickens. Al- 
though his chicks (like the Italian newborn 
mice) carried foreign DNA at first, the ge- 
netic material was lost as the chicks grew up. 
@ There are also physiological reasons why 
mouse sperm is unlikely to absorb foreign 
genes. The structure of mammalian sperm is 
very complex. They are not like normal 
cells. The DNA contained inside is tightly 
wrapped up, crystalline and locked in place 
by proteins. Getting “naked” DNA in would 
be like driving pine needles into a rock. On 
the other hand, it may be that the foreign 
DNA merely hangs on to the sperm, and is 
incorporated only when it reaches the egg. 
@ Those who study evolution find the re- 
sults particularly surprising. No spe- 
cies likes to share its DNA with an- 
other; complex barriers have evolved 
to prohibit such goingson. Tigers 
cannot mate with lions, nor dogs with 
cats. So how can it be that mouse 
sperm can pick up any old DNA it 
comes across—say, from viruses and 
bacteria found in the vagina—and 
pass it on to the next generation? 
And if this sort of thing can happen, 
where is the evidence for it happen- 
ing in nature? 

Almost as soon as the article was 
published, laboratories everywhere 
set about trying to repeat the experi- 
ment. If they succeed, genetic med- 
dling will become cheaper, and sim- 
pler, than ever. The truth should be 
out in a matter of weeks. 
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And there is the question of TUM P 
sorts of energy in the vacuum. Interest hi 
focused on the residual electromagnet 
fields because there is a successful theoi 
with which to discuss them. But there ai 
other types of field —those associated wit 
the nuclear forces—that are less well known 
The way that quarks are bundled together i 
nuclei may have to do with vacuum pre 
sure. | here may still be a lot of mileage fc 
physicists in thinking about nothing at all. 
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Alcohol-based fuels 


One for the road 


RINKING and driving can vial 

combined—so long as it is cars, nc 
people, which consume the alcohol N 
George Bush. rather likes the notion. E 
1997, under his proposed cleancair bill, 1i 
of the cars built in America each year w: 
have to use alcohol fuels, unless Detroit ca 
make them run as cleanly some other wa 
How far can the idea go? 

Neither ethanol nor methanol (the tw 
alcohols under scrutiny) is new to fuel tecl 
nology. Since 1975 many cars in Brazil hav 
used ethanol; and methanol is the standat 
fuel for the Indianapolis 500 race. In Ame 
ica ethanol is already added to some wi 
leaded petrol to make cars run moi 
smoothly, but in low concentrations { 
amounts to less than 10% of the fuel 
Wheat, maize, sugar cane and beets all cor 


tain carbohydrates which produce ethan 


when. fermented with yeast, Methanol 

most easily made from natural gas and, 

ter, though conversion from coal or wot 
also possible. ; 

Why make the- change js petro 
Firstly, producing domestic alternatives t 
petrol reduces demand for imported o 
Secondly, petrol is inherently messy. B 
cause it is a complex mixture of chemical 
its combustion is hard to control: along wit 
carbon dioxide and water, a plethora of ha 
burnt and unburnt by-products are forme 
The latter are responsible for inner-ci 
ozone and other ingredients of smog, whil 
carbon dioxide adds to the greenhouse « 
fect. Alcohols, on the other hand, are simp 
substances. In a well-tuned. engine, the was 
products can be limited to carbon dioxit 
and water. Even better: in the case of eth 





nol; the crops that produce it absorb 
much carbon dioxide as burning it gives o 


Dr Peter Jenkins, at the University» 
Nebraska, is experimenting with varioi 
mixtures of ethanol and petrol. Although 


gallon of ethanol holds less eneng than 


















| diced ene is d 
sive to produce than petrol. In a 
ritain's energy department in 
‘John Marrow of the Atomic En- 
uthority's laboratory at Harwell con- 
ded that large-scale dingue: of etha- 
in Britain would result in prices more 
| three times those of petrol. A large 
raction of the cost would go to farmers. The 
ermentation process is costly, too, and uses 
llenty of energy. Proponents of ethanol ar- 
ue that more efficient technology will come 
long, withy genietically engineered bacteria 

| das But as fme ac- 








= There a are other snags. To meet a mere 
0% of the country’s demand for car fuels, a 

hird of Britain would have to be given over 
o crop production. America would need to 
‘over around 500m acres with maize. It has 
mly 475m acres of arable land and so can- 
ot expect to. eplace morethan a small frac- sal 
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ion of its fc 





America’ s ‘Environmental Protection - 


Agency seems instead to be pinning its 


Yopes on methanol. But the everyday use of - 


nethanol is fraught with hazards. Unlike its 
:ousin from the farm, it cannot be blended 
Wich petrol. And its unadulterated form is 
righly corrosive and toxic. Ordinary metal 
anks are unsuitable, and fumes casually in- 
valed at the pump can cause blindness. 
"ormaldehyde is one by-product of burning 
nethanol which is known to cause 
ancer—there may be others. Dr Victor 
Wong, manager of the Sloan Automotive 
gboratory at the Massachusetts Institute of 
Fhnology, sees methanol as a reasonable 
alternative to petrol, but concedes that 
much more study is needed. A gallon of 
methanol is expected to cost about 50 cents, 

but i its efficiency is about half that of petrol. 

.. Methanol could worsen the greenhouse 
effect. If produced from natural gas, burning 
it would produce about as much carbon di- 
oxide as burning petrol does. But if made 
from coal, it would give off more than twice 
as much, ‘when its production is included. 

Dr Wong believes that methanol can signifi- 
cantly reduce pollution only if it is incorpo- 
rated into diesel engines. And research into 
that idea will take many years yet. 

- Alcohol is no panacea for global pollu- 
tion. Its use, particularly in the form of etha- 
nol, may prove helpful in developing coun- 
tries that are short of foreign exchange, have 
a good deal of space and do not need much 
fuel. For other countries, the best solution 
seems still to be the simplest: fewer cars. 
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PARIS 


NCE derided as out of date, the 

Russian aerospace industry has 
produced a generation of aircraft that 
now ranks with the best. The star of this 
year's Paris air show, which ended on 
June 18th, was the Sukhoi Su-27 fighter. 
Twin-tailed, with a huge drooping snout 
to accommodate a large radar aerial, it 
bears more than a passing resemblance 
to America’s F-15 Eagle. 
The difference is that it 
flies better. 

The next battle of 
the air is being fought 
on drawing boards and 
designers' computer ter- 
minals; one key weapon 
is "angle of attack". A 
wing lifts an aircraft be- 
cause the air pressure 
below it is greater than 
the pressure above. The 
difference in pressure is | 
created by the curved surface of a wing, 
which makes the air flowing smoothly 
_ over it move faster than the air passing 
|. below. The principle was worked out by 

_ a Swiss mathematician, Daniel Bernoulli, 
in the eighteenth century and it is still 
- keeping aeroplanes up today. Wings, 
though, are more com- 
plicated things ^ these 
days. 

"Much of the life pro- 
duced by advanced 
wings is generated not 
- by smoothly flowing air, 
but by turbulence, vor- 
texes and whorls. The 
steeper the angle be- 
tween the wing surfaces 
and the direction. of 
movement (the angle of attack), the 
more turbulent the flow. Up to a point, 
increasing this angle gives more upward 
lift and backward drag; but at steeper an- 
gles the flow breaks up completely and 

the wing stops lifting and stalls. The 
steeper the angle at which the aircraft’s 
wing can work, the more 
manoeuvrable the air- 
craft is. Among other 
things, it can turn more 
sharply. 

Several western air- 
craft showed off their — 
good angles of attack at 
the Paris show. Ameri- 
ca’s F-16 flew slowly by at 
35° to the horizontal: 
the French Rafale, 


| whose moving tail, rud- nt A | 
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| Reaping the whorlwind - 


manage nearly 45°, But the su-27's “ec 
. bra” manoeuvre is considerably mor 
spectacular. From level flight, the aircra: 


| its wingtips until it is slightly beyond th 








































































der and ailerons are controlled electr 
cally by computer instead of mecha 
cally by the pilot ("fly-by-wire' ) ca 


suddenly rotates about an axis throug 


vertical (a 110° angle of attack), but sti 
travelling in the same 
direction—tail first. 
Then it falls back to th 
horizontal. 
The R ETA of 
such aerobatics is debat- 
able. But two things are 
clear: the wings lift and 
the controls work at an- 
gles of attack more than 
double those of the best: 
western aircraft. Ameri- 
ca’s Eagle had better be- 
ware in any dogfight. 
But however spectacular the mid-a 
manoeuvrability of the su-27, it and tk 
Eagle have been designed for differei 
sorts of fighting. The Eagle can pick v 
to eight targets and fire missiles at them 
simultaneously from 30 miles away. T} 
Russian fighter is limited to one missile 
at a time. But American 
electronic  sophistic 
tion is not always a good 
thing. One tenet of Rus- 
sian design is that com 
bat aircraft should be. 

. independent of airfield 
as possible—capable o 
flying from motorways 
with minimal mainte- 
nance if need be. West: 
ern aircraft sacrifice 
some of this flexibility in favour of ad- 
vanced electronics. | 
Whichever approach is best, sophis 
tication is likely to cost the West expor 
An aircraft that is almost as capable : as 
western fighter, but which requires | 
maintenance and can use airstrips 
for  second-worl 
fighters might look 
attractive to a develo 
ing country. Many br 
ers will no doubt 
member that Ir 
advanced American F 
Tomcats were mos 
grounded during th 
Iran-Iraq war because o 
a lack of spares and 
eere even for rou 
tine maintenance 
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B 24 exquisite new w build? Queen Anne 
style apartments 

BB Large elegant reception rooms 
On the edge of Hyde Park 
Many with patios and balconies 
year NHBC guarantee 

b: [25 year lease 


9 En-suite k ixury bathrooms 
@ Fully ied luxury kitchens 
@ Easy access to Ciry and the West 
© Elegant marbled entrance hall 

Q Resident porter & video entrance 
| @ Contre of London shopping 

and cultural amenities 

















+ Highly competitive rent — 

€ 9,000 sq.ft. of flexible offices 

€ 4,000 sq.ft. of new open plan space with 
a raised floor © 

@ M40 2 miles, M4 7 miles 

€ Heathrow Airport 20 minutes 

€ Unlimited car parking 
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A development by 

















aa dade € Housed within i imposing pero fai 
01-4914 4235 y 
Fax: 01-629 9835 . HI ORIC 1 a i 
Selling Agents Selling Agents S I RIC 18 TH ( | 










STUART WILSON OGLE Ee. 
01-235 0725 01-235 8090 


Fax: 01-235 2552 Fax: 01-245 9606 
; | VISIT OUR SHOW APARTMENTS OPEN DAILY 1 HAM-7pm 


==) 01-584 6535 | 


 HYDE PARK GATE |S 
COLONDONSYO [pus 











incorporated in New South Wales, Aikaa 








E previous year 
















Sales | $A1512.1 million /— 213096 





Profit after tax & minorities $A 83.6 million — + 18.796 
Earnings per share (adjusted) | .. 30? cents +16.1% 
Dividends per share (adjusted) 19.0 cents +11.8% 





James Hardie - one of Australia’s largest manufacturing companies whose core activities are 
building materials and services related to the building industry: | 


o performed strongly i ina buoyant Australian housing market having floated its paper marketing 





and conversion activities. 


n increased exports of fibre cement products to the USA where its first plant will ‘open i in me 1990. 
© recommended a final dividend of 10 cents 60% franked to give an 11. Bi increase in n dividend 
-` payout for the year. pm 
For further Fiforiiohon on the Group, please write to the Company Secretary at James Hard: Indu 
; ! .- .. 65 York Street, Sydney, NSW 2000, Australia. 















300KS AND ARTS 


The late developer 


MACMILLAN: VOLUME II. By Alistair Horne. Macmillan; 741 pages; £16.95. To be pub- 


wished by Viking in November; $24.95 
HE nearly 63-year-old Harold Macmil- 


lan became prime minister in January 
1957 because the Tory party resented Rab 
Butler (who had behaved sensibly and hon- 
ourably in the Suez crisis) and turned to 

zmillan (who had behaved blunderingly 
«ud deviously). Despite great courage and 
panache in two world wars, Macmillan had 
until then made a mess of each peacetime 
job he had held, and a huge mess of his fam- 
ily life. 

During the seven years of his premier- 
ship, he then genuinely helped to save world 
peace. He egged forward President Eisen- 
hower, who regarded him as a witty son, and 
restrained President Kennedy, who re- 
garded him as a wise father. He died aged 92 
in 1986, as the best-loved British statesman 
in the twentieth century except Churchill. 
e The unloved politicians in Britain today 
may want to read this biography, which is 
largely drawn from Macmillan's own bril- 
liant diaries and conversation. On moral 
grounds, it should probably be banned from 
them. Macmillan's virtue lay in his most- 
used words: "fun" and a "bore". Being 
prime minister was fun, including the post- 
S--97 restoration of relations with a very will- 

America. The notes back from Eisen- 
hower were soon delighted chortles again, as 
Macmillan called Ike's Secretary of State, 
Foster Dulles, “a sort of Gladstonian liberal 
who dislikes the nakedness of facts.” 

Less loftily, Macmillan saw his second 
post-Suez job the seemingly impossible one 
of winning the Tories the next election in 
1959, His policy for this was shocking popu- 
lism in all areas. When his principled minis- 
ters came in wanting to resign about some- 
thing, he said he would be as sorry to be rid 
of them as of an inflamed tooth. On the day 
after the resignation of his first chancellor 
Peter Thorneycroft (“that man who looks 
like an English butler with the nice Italian 
wife"), Macmillan went with Lady Dorothy 
on a grand Commonwealth tour, leaving 
Rab Butler to hold "what remains of the 
baby”. On that tour the 64-year-old man fell 
back in love with his wife. 

Thorneycroft had resigned because 
Macmillan was an arch-inflationist. Macmil- 


THE ECONOMIST JULY 1 1989 








It's been fun 


lan hated underuse of resources, and or- 
dered "let's overuse them’’. Salisbury re- 
signed because Macmillan calculated that in 
foreign affairs the public mood was “pure 
Chamberlainism. It’s raining umbrellas.” 
He therefore decided to win the election by 
visiting Khrushchev in a telegenic white fur 
hat, although America and Adenauer were 
terrified by this. They saw (as did Macmillan 
in his diary) that the Russians were "grasp- 
ing, lying, taking everything they can”, and 
were bent on getting Macmillan to help to 
weaken allied resistance to Khrushchev's in- 
tent of enslaving West Berlin. 

Khrushchev followed exactly this tactic, 
shouting "You've insulted me” as soon as 
Macmillan stood firm over Berlin. Macmil- 
lan said "privately" to his staff, below an ob- 
viously bugged chandelier, that they would 
have to respond more toughly back in the 
western alliance to this bully, but provided 


him with ladders to climb down: "perhaps 
we were all drunk". Khrushchev climbed - 
down the ladders provided, and Macmillar 

learned lessons that helped singularly when 
Khrushchev tried exactly the same tactic on 
the green young President Kennedy in Vi- 

enna and Cuba two and three years later. — | 

After his re-election in 1959, Macmillan 
should have moved to Thatcherise the econ- 
omy, but he never understood this. He did 
grasp at the other two big problems, one of 
which was the EEC. As early as 1957 he» 
noted that much of the press “led by . 
Economist" wanted Britain to join, but was 
told by the Foreign Office that “we realli 
don’t think the French and Germans will 
ever bury the hatchet to the extent of get- 
ting together to make the Common Market 
work." The Economist reported in 1957- 
that the Foreign Office was saying that, and. 
a pride of ambassadors settled upon the 
then editor to say this was a lie. (There are 
two British institutions which will never for- 
give you for telling the truth about them: fe 
Foreign Office and the BBC.) Macmille 
tried to enter the EEC in the 1960s, but be X 
then old de Gaulle and Adenauer were 
tent on staying as the two cocks on the | 
dunghill brilliantly created underneath | 
them. 

Macmillan's second task in 1959-63 was 
to dismantle the British Empire, but he - 
didn't like it. "I do not want to play the role i 
of Lord North”, he wrote to Rab Buren 2s 
“Mr Gaitskell, both by temperament and 
appearance, is much more suited to it.” Bri a 
ain was kept out of longer colonial wars by | 
the courage of lain Macleod, who sacrificed 
his hopes of succession by threatening to re- 
sign whenever Macmillan and the rest of the 
cabinet tried to slow decolonisation by ir 
sisting on something silly. 

Macmillan was hypochondriac abod t3 
his health, and resigned when he had con- 
vinced himself that a bladder infection we S 
terminal cancer. Perhaps the exit was well- 
timed. He admired and marvellously influ- 
enced the soon-to-be-assassinated President 
Kennedy; Macmillan’s diaries show w ar 
would have been an embarrassing contemț ot 
for the shallower Lyndon Johnson and Rich- v 
ard Nixon. Macmillan knew how to handle 
Khrushchev, because he was rather tickled 
by him; Brezhnev would. have been mor 
likely to blow the world up when 
antagonised (as he would have been) b 
Macmillan’s sense of humour. Surprisinglld 
Mr Horne's own humour fades after the re- 
tirement. The last 200 of his 741 pages are a 
bore, while so much of the rest is rather ner- 
vous fun. 


ty 


- 






We Beewok 
Fer ardua ad 
Indesit 


Mont Work FOR Morter. By Ruth 
Schwartz Cowan. Free Association Books; 
- 257 pages; £10.95; Basic Books; $10.95 


(LI OUSEWORK is on the decline. The 
A A great conspiracy is busted. The tyr- 
-anny of spotless shirts and floors is toppling. 
Women can do less, and it will not matter to 
anyone but the makers of detergents. 

— This exhilarating thought comes right 
at the end of Ruth Schwartz Cowan's schol- 
arly and fascinating book. She tackles a par- 
adox: why, despite all her many labour-sav- 
ing devices, the housewife is still weary. It 
was ever thus. “I am daily dropped in little 

- pieces", sighed Mary Foote in the 1890s, 


K 


“and passed around and devoured and ex- 
de ys." Plus ça change. 
= Miss Cowan, limiting herself to Amer- 


would cut down and stack wood, grow crops 
and mill the corn, breed and slaughter the 
animals, mend leather, whittle utensils and 
make the furniture. She would take charge 
of cooking, child-care, and health; she 
would make the beer, wine and soap. The 
advent of industrially milled flour freed men 
from growing crops and pounding corn, but 


The Guinness scandal 
Poor Ernest 


NIGHTMARE: THE ERNEST SAUNDERS 
STORY. By James Saunders. Hutchinson; 


288 pages; £14.95 


6 ey there was a loud knocking 
.. Mon the large oak door. Ernest opened 
‘it and two men rushed in out of the night 
and grabbed him and the briefcase he was 
carrying." After his arrest, Ernest Saunders 
‘shares cells with pimps and flashers and has 
to travel to court by tube. Otherwise every- 
day experiences become deep humiliations 
if you happen to have been chief executive 
of a big public company and, in the pages of 
this book, Mr Saunders’s incredulity at the 
dreadful events which have overtaken him 
and his family is as pervasive as cigarette 
smoke. 
_ Yet the book offers little insight into 
Saunders the man, or why he, of all the 
brand managers in Britain, should have as- 
. sumed the mantle of disgrace. He was bul- 
_ lied at prep school, but the psychological im- 
plications are left unexplored. He is virtually 
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The sacred icon 


it gave women another task: making elabo- 
rate cakes from the new fine flour. Soon af- 
terwards, the cast-iron stove freed men from 
gathering fuel, but it gave women the weari- 
some challenge of cooking many courses— 
and of cleaning the brute. 

Next, industrialisation centralised meat 
production; the men stopped having to herd 
and slaughter their own cattle. Mass-pro- 
duced shoes and harnesses made redundant 
their skills with leather, and the advent of 
tin-ware stopped them whittling. Off went 
these newly freed men to work in the cities, 
but their wives stayed behind, for, mysteri- 
ously, none of their share of the work seems 
to have diminished at all. 

Nor has it done so in the present cen- 


teetotal, but the irony is unexploited. 
Saunders fils wisely eschews the temptation 
to portray the dignified exit of his Jewish 
grandparents from Austria after the 
Anschluss (by KLM airlines, after both sons 
were prudently baptised at the Anglican 
church in Vienna) as a flight from injustice, 
or his father’s career as a triumph over 
adversity. 

Mr Saunders’s career was a restless one, 
though longish spells at Beecham and Nestlé 
were clearly formative. At Beecham, he dis- 
covered that Brylcreem doubles as a sexual 
lubricant, and Ron Halstead taught him 
delegation. At Nestlé he warmed to the “‘ab- 
sence of the Establishment factor that seems 
to be woven into British society," driving a 
Volkswagen Polo to work without embar- 
rassment. He praised the Swiss preference 
for corporate, rather than personal, ambi- 
tion, but played hard-to-get with Guinness 
until they offered him the managing direc- 
torship. Fittingly, at the final interview with 
Lord Iveagh at his stately home in Dublin, 
the good earl's cat walked through the but- 
ter and his dog farted. 

Mr Saunders's hands-on approach in 
the early years at Guiness jars oddly with his 
diffidence at more controversial junctures. 
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tury. The advent of the car, in particular. 
has made things worse. In the old days, if the 
family needed something, the man hitchec 
the horse to the buggy and set off for town 
Now the pedlars have gone, delivery boy: 
have been fired, doctors no longer visit anc 
the mother is charged with driving to the 
school, to the station, to the surgery, any: 
where and everywhere. Domestic servants. 
laundresses and seamstresses have disap 
peared in all but the richest homes, and 
housework has become democratised. 

Miss Cowan ventures down some ave- 
nues of relief that were never properly ex- 
plored. She concludes that all such ideas— 
regular delivery of cooked food, commercial 
laundries, middle-class boarding houses— 
failed because their co-operative nature 
threatened the autonomy óf the home. This 
was sacred, even if the centre of the autono- 
mous unit was a beaten, bedraggled automa- 
ton with her arms full of washing. a 

Today the stereotypes are being brok: í 
Women who want to go out to work need 1 _ 
longer be accused of encouraging juvenile 
delinquency, as they were in the 1950s, in- 
creasing the divorce rate, as in the 1960s, or 
causing male impotence, as in the 1970s. 
The worst of the bad old days, Miss Cowan 
thinks, are over. Maybe. Not many men 
would risk the remark, made 20 years ago, 
that two well-organised dinner parties a 
month do more for a family's income than 
any salary the wife could earn. Perish the 
thought; modern man happily allows his 
wife to work, and to organise the dinner par- 
ties as well. . 


He was against both the Bell's bid (“I frankly 
wondered whether we should take this on") 
and the bid for Distillers (“I was not at all 
convinced that we could do it"), but was 
badgered into them by a City establishment 
that later turned, with equal enthusiar— 
against him in December of 1986. Althoi 
Mr Saunders's definition of the establish- 
ment is so wide it includes virtually everyone 
in the City, Whitehall, Westminster, Edin- 
burgh and the fourth estate, special oppro- 
brium is heaped on Cazenove and Morgan 
Grenfell, which he says were greedy for fees. 
Presumably on lawyers’ advice, little 
new emerges about the share | 
ramp itself, though Mr Ward's 
£5.2m reward for a few weeks' 
work on the Distillers bid to 
"make it worth his while finan- 
cially," makes one wonder what 
he normally did for a living. Mr 
Saunders disputes the testimony 
of both Olivier Roux and An- 
thony Parnes that he ever con- 
firmed an indemnity agreement 
with Gerald Ronson, the boss of 
Heron Corporation. Ephraim 
Margulies, whom Parnes claims 
he introduced to Mr Saunders 
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id inveigled into the ramp, is not even 
entioned. Mr Roux, the former Guinness 
nance director, was, says Mr Saunders, 
wxhilarated by the excitement of bids, and 
was in constant contact with Messrs Seelig, 
wÍayhew and Parnes, whom he found “‘par- 
Ncularly useful”. “I never really understood 
K all, and was happy to delegate this side of 
things to Roux,” he adds. The Distillers bid 


was exhausting: “It was like a railway sta- 


tion—and that was only what I could see.” 

Mr Saunders’s legendary marketing 
skills have survived the high blood pressure 
and drug-induced narcolepsy which fol- 
lowed his disgrace, for he has brilliantly re- 
packaged himself as a broken man. With 
Lord Rees-Mogg now on his side, the British 
establishment must be wondering if they, 
rather than Mr Saunders, are the victims of 
a "trial by innuendo.” 





surfeit of glasnost in NW3 


_e Carré’s conversion 


TH interviews in the New York 
Times and the Independent magazine 
bee with nothing less than the cover story in 
ewsweek, John le Carré might be accused 
f taking ‘glasnost too far. The elegant 
Breser, chronicler-in-chief of the Cold 
for the past 20 years, used to be re- 
served about his job; but now that word has 
wot around, mistakenly, that he may be 
about to lose it, he is telling his story every- 
where. He has even told it to The Econo- 
mist. No, the end of the Cold War (if ended 
it is), does not threaten him. On the con- 
trary, it delights him. Conspiracy will always 
be there; men will continue to view each 
other sideways and with mistrust. The spy 
novel existed before Mr le Carré and, he is 
certain, will survive long after him. As for 
whether he himself should turn to any other 
subject, “You might as well ask Conrad: 
"Are you going to give up the sea?” 

The latest in Mr le Carré’s long list of 
spy novels, THE Russia House’, is being 
hailed as a new sort of spy story, one in 
which the western intelligence agencies re- 
main frozen in their own Ice Age while Rus- 
sia moves and thaws. The Russian charac- 

are sympathetic, although Mr le Carré is 

k to say that he has never painted Soviet 
people “in terms of rejection or hatred; I’ve 
described people who’ve fought the wars 
they've inherited." Those Russians who 









have read the book already—a surprising 
number—like it so much that their com- 
ments have become a publicity sheet, 
proudly handed out by Mr le Carré to all the 
visiting reporters. 

Perhaps the most startling revelation of 
the past few weeks is that, before he had the 
idea of writing “The Russia House”, Mr le 
Carré had never been to Russia. Two of his 
books, however, had been published there 
without his knowledge, and he had been at- 
tacked "in best Cold-War terms" in 
Literaturnaya Gazeta. When, in 1987, he 
finally sought permission to go, Soviet offi- 
cials would not answer his letters; he slipped 
in through the good graces of someone at 
the British Embassy. 

Russia surprised him. Expecting a cool 
reception, he was welcomed by Vladimir 
Karpov, the head of the Writers’ Union, 
who said he "happened" to be at the air- 
port. Expecting a monolith, he found the 
empire barely holding together: watchful, 
waiting, and nervous. Under the wing of the 
Writers’ Union, Mr Le Carré moved fairly 
freely around Moscow. He did not visit dissi- 
dents, whom he now considers only margin- 
ally useful; he preferred to talk to members 
of "the system". With them he felt an in- 
stant camaraderie, old soldiers and spies of 
the Cold War together. “We would wink at 
each other and say ‘Oh, yes, we did a little of 
that stuff too.” 

In "The Russia House”, it is precisely 
this old guard—ensconced in the secret ser- 
vices of both the West and the East—that 
will not change. “The evil empire's on its 
knees, oh yes!" cries one character: “Just 
don t tell me that's a reason for unbuckling 
our guns, because I won't believe a word of 
you. It's a reason for spying the living day- 
lights out of them 25 hours a day.” In Mr le 
Carré's case, however, the animosity is en- 
tirely put away. 

Although he has no wish to return to 
South-East Asia (“The Honourable School- 
boy”), or to the Middle East ("The Little 
Drummer Girl"), Mr le Carré would like to 
go back to Russia. This year "The Spy Who 
Came in From the Cold” is being translated 
into Russian, and “A Perfect Spy” is being 
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ki into a radio play. “The R ussia F Hc ouse 
will be serialised in Ogonyek and made in 
a film, shot in Russia, with. a script by Tors n 
Stoppard. From the "waste" of “The Russia 
House” another idea has lodged in Mr Le 
Carré's head; he is wisely mum about that. 
But is there not, perhaps, some small re 
gret for the past, some sense of disloca M 
now that the enemy is so available and so 
charming? Looking out of his Fe 
window in Hampstead, through the hea 
trees, he explains that it is as if, for years, b ne 
had been watching two people on the oppo- 
site side of the street. “You know their faces, ‘a 
you have their character outlines, you be 
watched their movements. In the end, you 
know them almost as closely as if you livec d 
with them. And then, after all, to meet them 
is not at all a disappointment. It'sa wonder- 


ful fulfilment.” 


*Hodder; 346 pages; £12.95. Knopf; $19.95. 






















Latin American art 


Dives and Pauper 


-— 157^" a i 
Wiad ao M 
4 ALL OF a sudden, the art 
NS of Latin America is flourish- - 
rw ing in the salerooms of New! 
York. Until now the ha 
>) core of buyers have been 
Latin American them: | 
m selves, prompted by na- 
tional pride and, in 
some cases, by a desire to turn fortunes 
made from drug trafficking into tangible, " 
movable and acceptable assets. The pattern, 
however, is changing. | 
Recent. exhibitions—such ^ as di e 
present show at London’s Hayward Gal- 
lery—have intrigued non-Latin collecto j | 
Many of them have been forced out of tl 
Impressionist picture market and, increas- 
ingly, out of the Contemporary art maid 
by ridiculously high prices. Latin American 
art, by contrast, is cheap: the average pric y 
at Sotheby's most recent sale was onl 
$26,000. Last year Christie's turnover of 
Latin American art totalled over $8m. This 
year, it may well be $12m. 
Since Latin America is a mixture of th 
third and first worlds, where bete 
whites mingle, sometimes uneasily, with 
worse-off browns and blacks, its painters are 
far from mere shadows of their Europ ean 
and American counterparts. They have 
strong opinions, and they express them fore- 
ibly. The mix of cultures, both pagan and 
Christian, is exotic, and there is a typica 
whimsicality and grace, as in the writings of 
Borges or Octavio Paz. All these qualities 
are vividly on show at the Hayward. A 
Until the cities were spawned, most | 
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P luin / Americans Ned closé to Rosle 
= able nature. Followers of the French painter 
— Claude, such as the brilliant Jose Maria 
.. Velasco of Mexico and Rafael Troya of Ec- 

. . uador, painted spectacular rolling hills and 
H . snow-capped volcanoes; others were drawn 
. to the jungle and foaming waterfalls. There 

was a strong didactic tradition; painters de- 


E picted historic occasions, such as the depar- 
— ture of the Portuguese royal family from Bra- 
E. zil, and picked well-rounded, motherly 


= women to portray the nation in the joy of 
independence or the agony of war. When di- 

P: .. dactic tradition was married to Modernism 

= it gave birth to the murals of Mexico, a true 

artistic explosion. 

: 3 Diego Rivera's murals, inspired both by 
.—. Cubism (which he had picked up in Paris) 
and by Goya's graphic revolutionary paint- 

E . ings (which he had absorbed in Madrid) are 

- not available to the art market, and his pro- 
. cessions of leering capitalists and sturdy 
= revolutionaries are seen only as slides at the 
— Hayward. But he also produced small paint- 
| Es on similar subjects, and these—com- 
. bined with the fame of the immovable mu- 
- rals-have made him the biggest seller 
. among the Mexicans, who remain the most 
popular of Latin American artists. Close be- 

— hind Rivera is Rufino Tamayo, a Mexican 
E: Surrealist, whose “Girl Attacked by a 
dem Bird" and "Woman in Grey” are in 
= the sort of colours, subtle yet exotic, that 
á - could never have come from Paris or New 

.. York. 

E Other painters, too, are fetching rela- 
: tively high prices (although, at less than 
-. $400,000 apiece, they are still a snip by Eu- 
. ropean standards). One of the oddest is Fer- 
i nando Botero, a Colombian, whose work 
Fa ems to be innumerable variations on the 
: A same theme: a group, or an individual, look- 
— ing distinctively Latin American—grand- 
"n . mothers, priests, caudillos—and always fat. 
- Boteros are unsubtle, but the Hayward exhi- 
X D iion shows signs of delicacy in the region's 

. art too: not least in the patterns of coloured 

- lines by Alejandro Otero, Jesus Soto and 
.. Carlos Cruz, all Venezuelans. 

P This is still a collectors’ market, not 
J— dominated by institutional investors. Prices 
tend to fluctuate according to political 
= changes in Latin America and, of course, 
- with the exchange rate. The uncertainties of 

p - both art and economics in Latin America 
- are underlined by Antonio Berni, an Argen- 
tine, in what is perhaps the most disturbing 

: work at the Hayward: a savage collage of a 
. working man and woman made of cloth and 

— scrap metal, against a background of a junk- 
. yard, with a multi-coloured mushroom 
cloud in the distance. This dark vision, in- 
hue - spired by the region's shanty towns, is called 

E. “The World Promised to Juanito Laguna". 

i — While Latin American governments remain 
E at their present level of incompetence, it is 
= an artistic vision that will not go away. 
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Baldwin, boxed 


NEW YORK 


T WAS nobody's fault; but because the 

show was held in Harlem before a largely 
black audience, the celebration of James 
Baldwin's life last weekend diminished him. 
A great writer, the author of “Go Tell It On 
The Mountain", “Giovanni’s Room” and 
"Another Country" was praised mainly, 
and therefore merely, as a black American 
writer. It was as if Graham Greene were to 
be celebrated mainly for his Catholicism or 
Laurens van der Post for his Huguenot an- 
cestry. 

Baldwin would certainly have felt at 
home in the Schomburg Centre for Re- 
search in Black Culture on Malcolm X Bou- 
levard, where the celebration was held. It is 
across the road from the Harlem Hospital 
where he was born on August 2 1924, and 
round the corner from the Abyssinia Baptist 
Church where he remembered sitting on his 
stepfather's knee. This, though, was only 
part of him. Other lesser, black American 
writers—including Richard Wright and 
Langston Hughes, contemporaries whom 
Baldwin, unfairly, sometimes despised—can 
perhaps be crammed into an ethnic box and 
relegated to the reading lists of students of 
"black" literature and "black" culture. 
Baldwin is much more than that. He wrote 
for everybody, not just for blacks, and cer- 
tainly not just for black Americans. 

His outlook was international. He chose 
to live not in Harlem but in Greenwich Vil- 
lage, then the Bohemian quarter of lower 
Manhattan, and later in France. His writing 
style was influenced as much by Henry 
James, with subordinate clauses and a dozen 
commas or more in every sen- 
tence to achieve subtle layers of 
meaning, as by the cadences of 
the preaching he practised as a 
teenage evangelist at the Fire- 
side Pentecostal Assembly. 

Besides being black, Bald- 
win was also homosexual 
("Martin Luther Queen”, his 
detractors called him). His 
novel “Giovanni’s Room” is 
claimed by many homosexuals 
as proof of that; but they over- 
state their case. In a fine collec- 
tion of essays and interviews 
edited by Quincy Troupe, 
JAMES BALDWIN: THE LEGA- 
CY*, Baldwin says that 
"Giovanni's Room” is “not 
really about homosexuality. 
It's about what happens to you 
if you're afraid to love any- 
body. Which is much more in- 
teresting than the question of 
homosexuality.” 





The message oF "noches Country" i 
similar. W.J. Weatherby, a friend of Bal 
win's, confirms this in a biography that i 
excellent, though too discreet to be defina 
itive: JAMES BALDWIN: ARTIST ON FIRE. 
Baldwin reminded him that the novel’ 
main character, Rufus, had killed himsel 
because he had failed to control his racia 
rage, his hatred, and had destroyed the 
white southern woman he loved. 

This is where Baldwin made his stand 
He was sometimes a sponger, often drunk 
and always unpunctual. He confessed he wa: 
"an abnormally ambitious black cat’’ and he 
sometimes behaved bitchily to those he saw 
as his rivals. But nearly all his life he re 
mained steadfastly within the integratior 
wing of the civil-rights movement. He real 
ised that the growing racial polarisation o: 
America meant that “I should be caught ir 
the middle, since I cannot make alliances or 
the basis of colour.” 

Only when he was sick and dying 
Baldwin despair. Small snubs, like the 1 
quent refusal of taxi drivers in New York tc 
pick up a black man, and big snubs, like the 
snooping into his private life by the FBI that 
produced a 609-page file, had worn him 
down. In an interview with Mr Troupe ir 
1987 he came close to saying that white 
America was beyond redemption. Even 
then, the verdict had lots of Jamesian nu 
ances and commas. "Leaving aside my 
friends, the people I love, who cannot, use 
fully, be described as either black or white, 
they are, like life itself, thank God, many, 
many colours, I do not feel, alas, that ney 
country has any reason for self 
congratulation.” 


*Touchstone Books; 270 pages; $21.95. +Donald 1. Fine 
412 pages; $19.95. To be published in Britain by Michae 
Joseph in February 1990. 


A man of the world 
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with French participants for? 
intensive days in the DORDOGNE E 
Cháteau LA VALOUZE Over, ah Lasse S mosi beautiful bay 
J. L. Lefevre CIEL.BP.180 | [PERI 
24490 LA ROCHE CHALAIS, France For adults. 8.30am-5 . 8 levels from B inner | to Advanced I! 
Tol: 53 91 44 28 LODGING IN PRIVATE APTS. AND 2 MEALS INCLUDED ` 






Next 4-week immersion course. starts 3 July, 7 August 1989 and ali year. 
20 years of research & experience in the effective teaching of French to adults 


INSTITUT DE FRANCAIS—EG 1 
23 Ay. Gén-Lederc, 06 VILLEFRANCHE/MER. T. 93 01 88 44, Tx. 970909. 





E^ ~ UNIVERSITY T ad 





BOSTON UNIVERSITY 


Master of Science in. 
MANAGEMENT 





Lr without formal classes yor seminars a your own pace and dene, 
Send deal résume on work e and academic experience for a no 
l cost evaluation. 


"PACIFIC WESTERN UNIVERSITY 





600 N Sepulveda Blvd, Los Ay Calfomis d 137—USA 





Phone: P Mri 0306 ^ Der TE2315 Fax: 213/471-6456 







Bes ce du caer mu MEME M LE o EE LONDON | | 38 ROME | 

. | + Regents College + Education Center 
Inner Circle, Regents Park Via Veneto 119/A 
London NW1 4NS Rome 00187 






| Investment Man: 


Tel. 01-487 7643/7644 Tel. 6-46742593 


sement 









wening Pro og) l amme + BRUSSEL: aan 121 : * PO Box 653 
STARTS OCTOBER 1989 ee Ana 






[his programme enables investment professionals to acquire 
< afuller understanding of modern portfolio techniques. The 
_ three terms cover (1) equity portfolio management (2) bond | nen 
eden management, and (3) new financial instruments. | ied 
p , Tuition on the Investment Management Programme is BUSIN ESS & PER ONAI | NE | 
School $ intemational y renowned Institute of Fi inance- 
and Accounting. 
Dates: Tuesday evenings, 24 October 1989 —5 June 1990. 
Fee: £3,000 (dinner and all tuition materials included). 







An equal opportunity, affirmative action i nstitution - : 













We are exporters of cigarettes, whisky, | 
perfumes, cosmetics, computers, electronics 
and various other items including heavy ai an 

light war materials. BR 







nquiries and applications should be made to: Candida Niman, 
| don Business School, Sussex Place, Regent's Park, London NW1 45A, UK 
oe . Telephone: 01 -262 5050 (ext. 400) Fax: 01-724 7875. 
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We are interested to expand our present. 
activity with new buyers. s 









Please sendme details of the IMP, 1989-90 ECON. 1/7/89 
Position Only specific serious proposals PECE : 
| volumes will be considered. 
| Cosmos Enterprises Ltd 
i | 22A Frinton Road 






London N15 6NH 
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South Western Electricity operates in the counties of Cornwall, Devon, Somerset 
and Avon and serves over 11% million customers. The new Head Office is situated 
close to Bristol with easy access to the M4 and M5 motorways. The Area's growth 
potential is high. As a vital part of our preparation for privatisation SWEB have created 


a new division headed by the Contracts and Tariffs Director and we are now looking 


to expand the team of Economists and Engineers. 


The work will be challenging and will form an essential part of the electricity supply 
and purchase activities in an energy business with a turnover of over £650 million. 


The Division is responsible for purchasing power from generators and for setting 
tariffs for both electricity supply and for the use of the Distribution system. The 
range of activities to be undertaken is wide and the scope of the work is both 
demanding and exciting including: 

Contracts for the supply of electricity to customers 

Contracts for power purchasing from generators 

Analysis of generation and distribution costs 

Application of tariffs and price regulation 

Business planning 

Economic appraisals and forecasting : 

Preparation of revenue estimates and financial modelling 


Deriving terms for the connection of new load and development of 
marketing policy 


Candidates will preferably have a degree or equivalent in economics, mathematics, 
engineering or related discipline. Experience in the economics of energy supply 
would be advantageous but an analytical mind and the ability to handle complex 
issues are essential prerequisites. Also important is the ability to communicate well 
and the willingness to work flexibly within a team environment. 


We intend to appoint at different levels of responsibility according to the experience 
and qualifications held. On offer is an excellent remuneration package associated 
with posts at these levels, including generous relocation expenses and excellent 
terms and conditions of employment. The successful candidates' working base 
will be in our new Head Office building at Aztec West, Almondsbury, Bristol. 


Applicants should note that a no smoking policy operates at Head Office and smoking 
is not permitted during working hours. 


Only if you have the necessary attributes and motivation should you apply for these 
opportunities. If so, please telephone Almondsbury (0454) 201101 Ext.2626 and ask 
Jeff Rex for an application form which must be returned to: Maurice Fletcher, 


Personnel Manager, South Western Electricity, 800 Park Avenue, Aztec West, 


Almondsbury, Bristol BS12 4SE. 
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University of Warwick 
Institute for Employment Research 
PRINCIPAL/SENIOR 

RESEARCH FELLOWS 

RESEARCH FELLOW/ASSOCIATES 


The institute is engaged in a number a 
multi-disciplinary projects and is seek 
ing to appoint researchers in the follow 
ing fields: | 

(a) Sociology-—with particular refer 
ence to the study of employment anc 
the labour process; 

(b) Geography-—spatial patterns of em. 
ployment, unemployment and demo 
graphic change; 

(c) Labour economics. 

Appointments will be made for up te 
two years in the first instance and wil 
commence in October 1989 or as soor 
as possible thereafter. Candidates 
should have a good degree in an ap: 
propriate subject, preferably at pos’ 
graduate level, and a strong intere: 
applied research in the labour ma. 
field. For a senior appointment, 
stantial relevant research experience 
would be required, and those applying 
for a principal research fellowshir: 
would have a proven ability in generat- 
ing research funding. Salary will be 
within the Research Ranges IB £8,675- 
£11,680 or IA £9,865-£15,720 depend- 
ing on age and experience, for a re- 
search  associate/fellow, range H 
£14,500-£19,310 for a senior research 
fellow and range ilt £18,290-£20,920 
for a principal research fellow. Those 
who hold academic appointments at 
other institutions but seek a period of 
secondment are encouraged to apply. 
As a matter of general policy the Indii- 
tute is willing to consider applications 
from those wishing to work part-time. 
Prospective candidates who wish to 
discuss the appointments informally 
are invited to contact the acting director 
of IER, Dr Derek Bosworth, on 0203 
523977. 


Application forms and further particu- 
lars may be obtained from the Person- 
nel Office, University of Warwick, 1 
entry CV4 7AL (telephone  ORIM 
523627) quoting Ref No 47/A/88/43 
(please mark clearly on envelope). 
Closing date for applications is 21 July 
1989. 

An Equal Opportunities Employer. 


HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 
A second passport offers more freedom, greater 
security and investment opportunities and can 
save you a fortune in taxes 
Exclusive Special Report—examines over 40 
countries, reveals how-to gel a second 
passport legally. easily, quickly and cheaply. 
Latest updated 4th edition—OUT NOW. 
Beware of imitations! Satisfaction guaranteed 
or your money back 
£50 (US $80) + delivery. Airmail £10 or 
Surface free 
Or details from: 
SCOPE LTD, 626 MURRAY ROAD 
PORTSMOUTH POS 9JL UK 
Credit Card orders hy phone or fax accepted 
- . Phone: (0705) 597440. Fax: (0705) 591975 
—Dutside UK: dial (International Code +44 705) 





















































HIPS IN - 
NG AND FINANCE. 





tions are invited for Senior Lec- 
eships and Lectureships in the De- 
ent of Accounting and Finance at 
a University of Waikato. The appoin- 
9 will be required io undertake re- 
arch and teach in the undergraduate 
raduate programmes offered by 
rtment. Special interests in the 
Auditing. Taxation, Manage- 
: ig , and Finance would 





















siiis Studies, the 
school in the University. The 
Loffers a four year undergraduate 
gramme leading to the Bachelor of 
Management Studies degree and a 
sters programme and the research 
grees of MPhil and DPhil. Manage- 
ment Development programmes are 





















courses on various as ina 
nt to practising managers from bi 
private and public. sectors 
school has access to computing 

“ves viaa Vax network. Micro comput- 
ars are also available to all members of 
ihe department. Library holdings in Ac- 
-sounting and Finance and related fields 
iare good. 














l&pplicants for lectureships should nor- 
mally hold a Masters degree. Alterna- 
dely; they may have a good first 
degree. coupled with a professional 
‘qualification. Applicants for Senior Lec- 
cureships are normally expected. to 
have completed or be about to com- 
jete a doctorate, and have a record ot 
: sing 


rrent salary range for Lecturers 
$35,000-NZ$46,000 per annum 

nior Lecturers NZ$49,000- 
per annum. 


a evra preliminary enquiries may be 
made to Professor Don Gilling, Chair- 
n of the Department of Áccount- 
ing and Finance, 064 71 562 889 
during office hours, or 064 71 64035 
aft ar hours. Fax 064 71 384 063. 


Informátion on the conditions of ap- 

"iment and details of the method of 
application are available from Appoint- 
ments. (36512), Association of Com- 
Tonwealth Universities, 36 Gordon 
: 8, London WC1H OPF, UK, or the 
iic Staff Registrar, University of 
dT + Private Bag. Hamilton, New 
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Transport Economist 


This is an important advisory and research post. Our client isa leading : 
transport consultancy practice. You will join a small team working on 
major policy issues, strategy development, investment appraisal, and. 
applied research. The clients irapa government departments a a thi 

highest levels, PTE's, the World Bank, public transport undertaking 
the UK and abroad, and major private sector businesses. Iss 
addressed include national dic ine of road transport and £ 

public transport, in both advanced and developing economi 


Male or female candidates should submit in cor 
comprehensive c.v. or telephone for a Personal Histor 
D. Venables, Hoggett Bowers Executive Search 
1/2 Hanover Street, LONDON, WIR AWB 
Fax: 01-734 3738, quoting Ref: H1 5067/E. - i 3 














. NEWCASTLE, NOTTINGHAM, SE 
A Member of Blue Arrow ple- 















SWITZERLAND 
THE BANK FOR INTERNATIONAL SETTLEMENTS 


an international. institution located in Basle with about 360 staff members from 20 - 
countries 


ao a vacancy for an. 


EDITOR 


in its Press Service 
(age range 28-35) 


mainly to assist in preparing documents for internal information. 
Candidates must have English as their mother tongue and be very proficie 
German, French and Italian. Thorough grounding in economics with empha 
central-bank policy and practice and international monetary affairs. Ability to 
translate challenging texts on economics and related subjects from the abo: 

mentioned foreign languages into English. 


Further requirements are an ability to work speedily and under pressure, flexibili 
and adaptability, team spirit. : 


The Bank offers very attractive terms of enployment in an international atmosphere, 
excellent welfare benefits, staff restaurant and the facilities of its own sports centre. 


If you are interested, please send your application together with a cel 
photograph and references to the Personnel Section, Bank for Internati onal - 
Settlements, CH-4002 Basle, Switzerland, quoting Reference No. 89029. | 
























onometrics and preferably in 





FIELD COLLEGE OXFORD 
a 





plications are invited for a Research Officership, for two years in the first 
o commencing at mutual convenience between 1 October 1989 and 1 
uary 1990, on the ESRC Financed Project on Structural Change and 
Econoinettic Modelling under the Direction of Professor David F. Hendry and 
Dr John N. J. Muelibaver. The salary scale is £10,550-£16,810. 
ndidates should have knowledge of Economics and some experience in 
rogramming. Applications, including the | 


names of two referees, no later than 31 July, should be addressed to: Mrs 
Shirley Parker, Nuffield College, Oxford OX1 INF. | 





l [E Contracts 








LOCATION: NOTTINGHAM 
SALARY TO £22,000 + BENEFITS 
(PAY AWARD PENDING) 


This is a key position advising Encrgy Contracts 
decision makers in the rapidly changing electricity supply 
business. The employer, East Midlands Electricity, has a 
turnover of over £1 billion, is investing £75 millions per 
annum, and is set for privatisation in 1990. 

Broad economic experience and perspectives are 
required, possibly gained in the fuel or energy field or in 
globally based industry. The ability to relate changes in the 
economic and legislative environment to fuel or commodi ty 

markets and to business planning is essential. 

Reporting to the Senior Engineer (Research and 
Support) responsibilities will include the continuous review of 
developments in all relevant primary fuels markets and the 
preparation of long-term rolling forecasts of supply, demand 
and price for those primary fuels used i in generation for East 

. Midlands Electricity. 
The right candidate will have the ability to create and 
.. develop micro based forecasting models and maintain the 
. necessary associated data bases. Market awareness, and a - 
genuine interest in energy issues are essential. Considerable 
inter-personal skills are required, together with the ability to 
| analyse and communicate complex market and economic 
issues to Senior Management with clarity. 

The East Midlands, and Nottingham in particular, 

„abounds with superb cultural and recreational facilities; the 
quality of life is high — the cost of living still remarkably low, 
despite the regional economy enjoying a period of vigorous 
growth. Road, rail and air links with the rest of Britain are 

- excellent, It all makes for a thoroughly stimulating 
environment in which to both live and work. 

Applications in writing should be sent to the Director 
of Personnel, EME, 398 Coppice Road, Arnold, Nottingham 

. NG5 7HX by 13th July 1989 quoting vacancy no. EM/242/89. 
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. East Midlands Electricity is an equal opportunity employer and positively 
^ encourages applicants: diess of sex, race, disability or marital status. 


SOMIST 


University of Waikato 
Hamilton, New Zealand — 


LECTURESHIP IN 
COMMERCIAL LAW 


Applications are invited for a Lecture- 
ship in Commercial Law in the Depart- 


ment of Accounting and Finance at the 


University of Waikato. The appointee 
will be required to undertake teaching 
and research in commercial law sub- 
jects at undergraduate and graduate 
levels. Ability to contribute to the de- 
partment's expanding interests in Con- 
stitutional and Administrative Law, and 


Industrial Law and Law and Society 
issues would be an additional 
advantage. 


Applicants should normally hold an 
honours or Masters degree. Alterna- 
tively they may. have a good first 
degree coupled with relevant profes- 
sional experience and the ability and 





RESEARCH OFFICER 
Finance and Development 
The International Development Centre at Erbek] House, e, University of sity of 


Oxford, is looking for a graduate to work on 





willingness to undertake a high: 
degree on a part-time basis. 


The current salary range for Lectures 
is NZ$35,000-NZ$46,000 per annum. — 











preliminary enquiries may 
made to Professor Don Gilling, Chai: 
person of the Department. of E 
ing and Finance, 064 71 562 ses 


during office hours, or 064 71 
after hours. Fax 064 71 384 063. 





iones Universities, 36 | 
Square, London WC1H OPF, UK, or 
Academic Staff Registrar, University 
Waikato, Private Bag, Hamilton, Ne 








on financiol and monetary reform, in Asian ond poset developir 
Candidates should have knowledge of financial systems ond capital markets, the 


economics of finance and macro-financial, monetdry and ex 


-role issues, e 





and financial market development, with particular reference to developi 
d décroble, The ponhon would be cubile 


countries. Practical experience would be ( 
t within the past three to five years. 


for someone who g 








The post is on the University RSIA scale £9,865-£15,720 per annum (under .. 
review), depending upon age and experience. The appointment is for a fixed term: 


of two years. 


Applications with a CV, inclu 
be sent to The Director, Queen E 


| the names of three referees, shouid 


House, University of 


21 St Giles, Oxford OX1 3LA. Telephone Oxford 273600. The dosing 


date for applications is 11 September 1989. 
An Equal Opportunity Employer. - : 


University Of The West 
Indies 


Cave Hill Campus, Barbados 


LECTURER/ASSISTANT LECTURER 
IN ECONOMICS 


Applicants should have competence in 
Quantitative Methods. The ability to 
teach Labour Economics, Transport 
Economics, Industrial | Economics, 
Managerial Economics or Develop- 
ment Planning would be an asset. The 
successful applicant will be expect 





assume duties by October 1, 1989 9 or 


as soon as possible thereafter. . 


Salary Scales: Assistant - Lectuier: 
BDS$31,548x 1,548-34,644pa. Lectur- 


er: BDS$38, 208x1,644-48,072 (B) x 


1,644-57,936pa. Up to five full econo- 


my class passages plus baggage al- 
nt 





lowance of US$1,200 for shipn 
academi 


ic books and. teaching/re- 


SIS PUDE ee Un- 


furnished js C 









making « own piso arran , 
UWI contribution of equivajent c of 10% 





Detailed applications (three copies) 
giving. full a oe of qualifica 













a « dale ot bed l ree ii 




















THE UNIVERSITY OF 
PAPUA NEW GUINEA 


. Applications are invited from suitably qualified 
persons for the following positions: 


.. PROFESSOR OF ECONOMICS 
(7 -W041001 







onsare invited for the Chair of Economics within 
nt of Economics. The Department offers 
| ling to honours degrees in Economics and Busi- 

ess Economics. The Professor is expected to provide leader- 
ship in teaching and research and to ensure that the depart- 
ment's localisation programme is implemented effectively. 
. Applicants should be distinguished academics with 
proven interest in Third World issues and with demonstrated 
leadership qualities. Persons with specialisation in any major 
area of Economics are invited to apply. Secondment of 
between 1 and 3 years is possible. 

















LECTURER/SENIOR LECTURER/ 
ASSOCIATE PROFESSOR 
IN BUSINESS ECONOMICS. 
— W041013 | 


Applicants should be able to teach at least two of the 
following courses:- Marketing, Strategic Management and 
Business Policy, Production Management, Business Admini- 
stration, Personnel and Industrial Relations, and Managerial 
Economics. 


Salaries: Lecturer | - K20795 p.a. plus 24% gratuity, Lecturer 
11 - K22645 p.a. plus 24% gratuity, Senior Lecturer - K24495 
p: plus 24% gratuity, Associate Professor ~K27135 p.a. plus 
24% gratuity. Professor - K29575 p.a. plus 24% gratuity. (K1 
= $US1.1247). : 


-< Teaching by extension and during Lahara (summer ses- 
sion) is an important part of the University's activities. The 
successful appointees should be prepared to take part in these 
out reach activities. 

Applications will be treated as strictly confidential and 
should include a full curriculum vitae, a recent small photo- 
graph, the names and addresses of three referees and date of 
availability. In order to expedite the appointment procedure, 
applicants are advised to contact their referees to send con- 
fidential reports directly to the University without waiting to 
be contacted. 

... Applications should be forwarded to the Deputy Registrar 
(Staffing), University of Papua New Guinea, P.O. Box 320, 
University Post Office, Papua New Guinea. 
lications close on the 15 July 1989. 

TIOTI (MR). 

















| perannum. 


UNIVERSITY OF OTAGO 
Dunedin, New Zealand 


D Ap are invited for the second Chair within the Department of Economic: 
s Chair has been established to provide ádditional academic leadership in 
department that has expetienced a steady growth in student numbers over r 
years and as a result several appointments will be made in the near future. Th 
current academic staff establishment of the department is 25 and there are a nui 
of part-time tutors and non-academic support staff. The department is activi 
research and has an excellent record of publications, including books as wel 
articles in leading journals. | 

In addition to the undergraduate three year course and a four year Honours course 
in Economics, the department is involved in postgraduate programmes leading to: 
MCom in Economics, MBA and PhD degrees. The department has a large numi 
of postgraduate research students. - eee 
The successful applicant will have substantial academic depths in both teaching and. 
research in one or more fields of Economics. . MC. 
The present Chairman of the Department of Economics is Professor A. K. Dasgupta 
and in the future the successful candidate may expect to be appointed to the 
chairmanship. | hrs 
Professorial salaries are presently paid within the range NZ$76,000-N$$95,000 































































ee dn ordon Square, London 
from the Registrar, PO Box 56, Dunedin, New Zealand. e NDA 
Applications quoting reference number A89/9 close on 30 Septem ber 1089. 























The continuing high growth of the In-Company Mission within Crantield 
School of Management has given rise to a further vacancy for a Client 
Manager to take responsibility for a number of existing clients and. 
programmes. The successful candidate will be responsible for client 
iaison, programme design, tutorial work, and some lecturing on | 
programmes tailor-made for individual organisations. 


Applications are invited from candidates with a good first degree and 
preferably with a higher degree in a relevant area. The successful — 
candidates will be able to demonstrate the capability to work with clier 
organisations at the highest level, to design and manage tailor-made 
management development programmes and a high level of teaching- 
experience. A background in the fields of arip a Finance or — — 
cles gaia Management is dasitable, but others would be 
considered. | 









The period of appointment initially will be forfour years but — — 
arrangements for secondment from industry or another educational 
institution for a period of not less than one year are also possible. 


Salary within the range £9260-£19310 per annum. 


Cranfield School of Management OU 


Bt 


INTE ELL y GENCE 


~The Forecasting Unit SF thas Economist Intelligence Unit and 
Business International forecasts economic and political trends for 


aver 60 ‘countries. Its forecasts are published in two series of - 


reports. The Business International Forecasting Service is aimed 
primarily at corporate end-users and emphasises the impact on the 


business: environment; The Country Risk Service focuses on the 


analysis ot developing economies and their external debt and is 
aimed essentially at banks. 


The Unit i is seeking a PC Network Supervisor/Assistant Economist. | 


good first degree in Economics and a working knowledge of PCs, 
DOS and spreadsheet packages are essential. 1989 graduates 
considered. Starting salary range £11,000 - £12,000. Promotion 
opportunities. 


Please write M" a full CV& to: 


Mina Toksóz, Forecasting Unit. 
The Economist Intelligence Unit 
40 Duke Street 
London W1A 1DW 


3 The Economist 
Intelligence Unit 


Business 





international 


QUIEEL BUSINESS ONISRMANON ANG ADVICE 


“ofganisation, designing, funding and - 
managing pre development programmes in some of. 
the world's poorest communities, i isseekinga — 


bared io pricy B 


-This exciting new. opportunity to set up and manage 
init ay five programmes in Latin America has arisen 


out of a joint venture with our Spanish associates, 
Ayunda en Accion. 


-We need a dynamic and talented Spanish speaker, 
- able to get the programmes swiftly off the ground while 
establishing sound monitoring and evaluation support 
l De in education, health, agriculture, savings. and 


. The successful candidate will have several years' 
relevant development experience, proven manage- 
. ment ability, including strong negotiation and communi- 
cation skills and must be free to travel for 13 weeks of 
-the year. 

. You will be involved in recruiting two home-based staff 
. and the necessary support team overseas. We offer a 
-salary of £22,000, a cie pension scheme and 
Duda Weeks: holiday. P^ 





United Nations Agency providing Education, Health and Relief 
Services to large refugee population in the Middle East aa a 


Field Finance Officer- 


at its Field Office in Damascus to head Department i in charge of ^. 
financial operations consisting of approximately 16 staff with 
annual Field Budget of US$29m. Work includes; maintaining 
accounts and preparing financial records; receipt, management, 
safeguarding and disbursement of monies; preparation of budget; 
advising Field on financial matters; instructing and training 
finance staff, supervising operation- of field computer system. - 
Successful applicants require university degree in accountancy | 
business administration or related field and of membership in 
professional body of accountants; - also eight years’ relevant 
experience including five years at senior level in large commercial, 
industrial or government agency. Excellent spoken and written ~ 
English essential. Additional desirable qualifications include -< 
working knowledge of Arabic, working experience in UN system. 
and course work in public administration and EDP systems: 
Annual tax-free net remuneration. from-US$59,000 to $72,000 
plus fringe benefits. Detailed PE of cannes applicants 
by 17 July 1989 to; | 
















PO Box 700, PACTADO Vienna dg on 





UNIVERSITY OF 










ESRC RESEARCH CENTRE ON — : 
MICRO-SOCIAL CHANGE IN BRITAIN 
CHIEF ECONOMIST 


Applications are invited for the key post of Chief Econ 
mist in the newly-created ESRC Research C 
Micro-social Change in Britain for appointment from 1st 
September 1989 or as soon as possible thereafter. T he 

initial (renewable) contract will be for 3 years. 


The main tasks of the. Centre. are to conduct. a. new 4 
national socio-economic panel study and engage in | 
interdisciplinary research based on this study. The Chief — 
Economist will be responsible to the Directorand Deputy — | 
Director for a range of research and research-related. . | 
activities in the Centre. The post would suit a micro . : 
economist or econometrician with a commitment to . | 
interdisciplinary research. 


Salary will be either £17,328-£20,469 per annum, oF : 
£18,690-£22,176 per annum, ene eng on age, cuca 
cations and PAPRI E 






1989. Further particulars of this post may be obtained 
by telephoning Colchester tons 872462 (24 nou S 






















will be eligible for assistance with travel 
and removal expenses. 


Telephone enquiries of an academic 
nature may be directed to Dr Robert 
Dixon, Head of the Department of Eco- 
nomics. Telephone (03) 344 5300. 


Closing date: 31 July 1989. 
Position Number: 3160410. 


Further ban information regarding 
details of application procedure and 
conditions of appointment is available 
from Ms M. Petras on (03) 344 7546. 

Applications, in duplicate, inciuding 
names and addresses of at least three 








ts for this position should have 
ntial academic qualifications, 
sity teaching experience and 
roven research ability in one or more 
ranches of regional and urban eco- 
ics. Applicants should also have 
zi ant. ORE UG in economics 









ate in teaching in areas other than 





tional and urban analysis. referees and quoting the relevant posi- 
he position is available from 1 Janu- — tion number should be addressed to 
ry 1990. The Acting Director, Personnel Ser- 
alary is in the. range: A$31,259- vices, The University of Melbourne, 
$40, 622 per annum. . Parkville, Victoria, 3052. 


An equal opportunity employer. 





International Economist 





GT Management PLC, the International Invest- 
. ment Management group, is seeking a well qualified 
" Economist to join our Economics team based in Hong 
Kong which is headed by John Greenwood. As part of 
the team you will provide input to GT's worldwide 
asset allocation decisions and contribute to two 
bimonthly publications: the widely followed Asian 
„Monetary Monitor, and Global Trends. You will also 
ake presentations to "investment managers and 
clients. Travel within Asia and to Europe or North 
America will be a necessary part of your job. 
You will probably be in your late 20s with an 
advanced degree in economics and/or have several 
. years. experience in financial markets. Literacy, 
-~ numeracy and the ability to work to tight deadlines are 
essential. Familiarity with standard PC software would 
be an advantage for this challenging position. 
_ The initial package will be a good expatriate one 
including the provision of accommodation in Hong 
Kong. 











Please send your full curriculum vitae 
vith samples of your recent work to: 
ael Hill, GT Management PLC, 8 
“Square, London EC2M 4Y). 
anagement Pic is a member of IMRO 














Lo 


Lake DL 


| & Mountain resorts 


| can own a CHALET/APARTMENT in MONTREUX, 
| VILLARS, LES DIABLERETS, CRANS-MONTANA, 


. He or she will be t€ on a um ol 


Set in 20 acres near Guildford. Pri- 
vate lake, swimming pool, tennis 
courts and stables. Seven bedrooms 
| en suite, drawing room, dining | 
| room, games rooms etc. Self-con- | 
tained servants 
bedrooms. Full 


| system. 


| = Soe telephone | — profit potential. Call 0747 54315 (0M) 
or Fax 0747 53810 (UK) and ask for 
Russell. . 





















The Center for international Prospective st 
public research center based in Fano wi t 
staff of 49 of which 25 are d ings 





nomic Analysis and Multinational Forecastin 
date should be a qualified economist prefer 
postgraduate experience. He should be interested: 

plied macroeconomics and have expertise in econometi 
and modelling. 


Salaries will be on the scale FF150,000-180,000, depe 
ing upon the experience and appointments are for thr 
years in the first instance. 

To apply send a detailed curriculum vitae and the names of 
two academic referees by 31 August to jea 1, 
CEPII, 9 rue Georges Pitard, 75015 Paris. Tel 
48 42 64 69. | 



































A ucc period. ! building v with. 84 
luxury apartments for sale. 97 year 
leases. Show flat now oe contact 
01-499 9344. : E 


COUNTRY HOUSE 



































quarters with six | CHE 
electronic security WANTED. Fine wine ‘and port: s y di- 
cate members. Tax free (UK). Huge 





‘BLAIR HOUSE HOTEL, 34. Dico : 
Place, London SW3 25A. Tel: 01-581 
2323/Fax: 01-823. 7752. Pleasant 
rooms with or without private bathroom 
Single from £35, te from £50. 
Three minutes from. ‘Sloane Square, 
Harrods, Hyde Park fisiby, 





PFESURE RES 
DEVELOPMENT 





‘PANAMANIAN CORPORATIONS pi 
vide complete confidentiality and : 
tax liability. We offer company form 
services on a fast, reliable and com 
^ five basis. H. I. Darlington, POB 1 
Panama 9a, Panama. Tel: 23-083 
23-4819 (evenings 23-6779). 
234936. 


"TEN MES 
ZEEMAS PILEIIIIMASESMUUUMIVMS 
APE REPTTES Wt d T 
STER PENSE £EINET EE NE E 


{MEAEFIOIN ER 





OVERSEAS POSITIONS. Hur 
‘top-paying positions, s 
Free details. Ove 
Services, Dept Et 
of Mt Royal, Quel 36 
3C7. 







(and neighbouring France) 


Directly from SWISS BUILDERS-DEVELOPERS, you. 


us REAL ESTATE 
CONSULTANT 
| (n Florida since 1979) whi asist yosin yout 
real estate ventures. We can give you the edge 
INFORMATION. Fiduciary and Consultin 
vices, Evaluation, Analyses, Financing; Joint V 
tures, Tax Planning, Immigration, Workouts. . 


SWISS CONSULTANT GROUP (usa) m 
Tampa, Florida - 
Fax: 1813 254 0013 f 





EHATEAU-D'OEX/GS TAAD, VERBIER, JURA, Thermal 
Centre in the Rhéae Valley etc. From SEH150,000— 
6% credit, at 6% interest for 5-20 years. 


REVAC S.A. 


52 rie de Montbrillant---CH-1202 GENEVA 
Tei: 41.22/734 1540 -Fas 7341220-—Teimc 22 030 

























2ND PASSPORT/DR LICENCES. Any SWISS/Dutch graduate seeks to gain. 





























country, various reports on how to | MONTSERRAT CORPORATIONS OFFER | M&A experience as an assistant. 
obtain them. INI, 26 Kleomenous, Ath- Government stability; strict privacy: good Please contact Charles Pahud. Fax: | 
ens 10675, Greece. | business climate and zero taxation. Uur sr- | Brussels 2 74297. E 
vice includes Corporate Charter, resident 
agent; Montserrat address, fax and banking 


“LONDON 
South Kensington 


uxury fully furnished one and two bed 
ats in quiet cul-de-sac off Queens Gate, 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX | 
1-225 0280. TELEX 893095. 

















| relationship, fora surprisingly low cost. 


BUSINESS ADVICE, asset manage- | ror more info contact De Alcom, Den- | HENLEY’S FORMULAS BOOK, 808 
ment, start ups, acquisitions, products alco, Inc, Box 4471, Amold CA 95223. Fax pg. industrial, research, science, etc... 
found, send full details. Write to Box — | (209) 795 7138. $89 via airmail. Burke Assoc., Books, 

22-3788 Publicitas, 1002 Lausanne, "77 — CERE 

Switzerland. 





Box 248, Manchester, MA 01944, USA. 





EMPLOYMENT opportunities  world- E 
wide. All levels, all disciplines. Ultra- 1988 KENT MA GR 
y | rapid service. intel, Dept A, Duke TERNATIONAL, RELATIONS. Exten- 





AUTHORS WANTED ADUATE IN IN- 
. BY NY PUBLISHER 


ding subsidy book publisher seeks 


1AN, England. experience, fiuent German/French, | 
ion. poe of be ehe rid pa | ng seeks challenging journalist role. Tel: 
liio a etc. New authors wel- - Also Personnel Character Assessment. 





P. Lave 0707 336723 evenings. 
9 Village Close, gie NW3 SAH. 
| Tel: 01 -794 6060 


comed. Send for free booklet, 


Press, 516 W, 34th 
New York NY 10001 1USA 









LEGAL DRAFTSMAN | 
| Legal draftsman with international expe- — 
| rience available for short assignment in | 





OBSERVATORY 
HOUSE HOTEL 


























| as dou | - — } any country whose legal system stems 
d "» ; | US IMMIGRATION from the English Common Law. a 
1 ^ a Hoe. | | | Write to: Box 91, The Economist Newspa- | | Tel 01-83. 937 15/7/6553 
i 7 oense atoms: | per Ltd, 10 Rockefeller Plaza, New York, | Fax: 830 3505. Tx. nra OBSERV G 
Practice limited to US immigration law. | NY , USA, | 
- Sarah Hodge Recruitment Consultants | 3 Non m us /—— rcr dedecus 
i Judith B. Sporn, Attorney at Law x SH | in London's prime ! shop 
Need a Top Secretary? | | 325 Main St, Westport, CT 06880 ae Cour "Exin Pii 
| | Tel: (203)226-1223. Fax: (203)454-7890 CUT THE COST OF at a 





Call (01)434-0030 | | YOUR STAY IN LOND aa 
ee) Oro Sfondo RI Pie - | 
b A : | died in Knghsbnige near Hanos 








The Regus 
















Readers are Centre | m eon ca OF FSHORE 
| recommended London | dette ees eure, COMPANIES 
|. to make appropriate enquiries. and | Tel: 01-584 4123. Telex 95441 M REP) 







| ing any money, incurring any ex- 
qe or entering into a binding 
| coon i in relation to an adver- 












|  CENTRALLONDON | 
| Well sited for theatres, business and late night 


| shopping. Individually furnished studio and 
one bedroom apartments for rental from £220 


* Executive Offices 
* Conferences - 
| * Communications 















a * Club Restaurant | t0 £550 per week. Minimum stay one month. 

: accepting or offering to accept an Trafalgar Square 01-872 5959 Sloans Avenue, London SW3 JAX. 
invitation contained i in any advertise- « London « Stockholm + Copenhagen s Tel 01-584 8317. 

. ment published in The Economist. | Telex: 916358 NGHLDNG 





Fax: 01-823 7133 













: Information gathering /Investigation /Advertisement 











| ppm COLIN FOSTER 
LONDON | OVERSEAS COMPANY . 
Surrogate for your fact finding mission. DOCKLANDS |] lareo dE a 1 


Best credibility with reasonable bill. 
Bank Ref: Taiyokobebank Honjo Branch 
investigation/Research Dept. Mr. Haruo Ando 


ANDO SEIMITSU CO., LTD. 


9 Ban-No. 5, Nakashizu Nanachome, Sakurashi, Chibaken 285 japan 
Telephone 04 34 09.76 15 Faksimile 04 34 62-28 46 


| Stunning, 2-bed Victorian 'cot- 
tage’, available now for company | 
or private let. Close to river, ve 

| spacious, fully furnished wit 
garden, 15 mins to City. Excellent 
| value at £220 per week. 

| Tel: 01-538 0898 (ans/m) for full 
details. 




















IS IT ACCEPTABLE TO PHONE A PROSPECTIVE 
GERMAN CUSTOMER AT HOME ON A MATTER OF 
BUSINESS? 

















The Economist Guide to Germany i is aimed: dipecifically at business and other 
frequent travellers. It provides a wealth of information about how business works 
in Germany as well as incisive briefings on the economy, politics and government. 
and German society. " 


Price: £13.95 UK; £17.50 Rest of World. —  .—— Mmm 


For more information or to order The Economist Guides, please call in on The i CONOMIBNEE : 
Economist Shop at 23a St James's Street, London SWIA IHG or contact Joanne © o E 


Mm Osborne at The Economist Publications Limited, 40 Duke Street, London WIA 1DW. : i 
| Tel: 01-499 2278; Facsimile: 01-499 9767. PUBLICAT i 


cunt 























A DEMAND | AND JOBS ln the year to b February i industrial prodüctión rose in Australia by i COMMODITY. PRICE INDE 
% (up from 6.9% in the year to January), in Belgium by 4.7% (up from 4.4% in the year to A new tin mine, hacked ou 
and in Italy by 5.9% (down from 6.7% in the year to January). In the year to April it leapt ! of the Brazilian rainforest i 
n Holland (compared with a rise of only 1.996 in the year to March), and 8.496 in spain less than two years, is now producing a tenth: 
vith no growth at all in the year to March). France's unemployment rate was 9.9% in | of the world's tin. Last year output at the 


own slightly from 10.196 a year earlier. Bom Futuro mine was 17,000 tonnes, helping: 
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1 Brazil to oust Malaysia as the world's largest 
industrial production GNP/GDP retail sales [volume] unemployment % rate | tin producer: Brazil produced 44,000 tonnes. 
3mfhst — iyear 1 year 3mthst — yea — 1 year 3 mthst — yea — latest year ago of refined tin in 1988, and Malaysia 29,000. 
Ik 472 m +65 154m +104 Fala G9» 78 tonnes. Brazil is now under renewed pres- 

47 m na na +34 +36 wt 94 w" 104 | Sure from Malaysia to join the Association of 
10 mr +38 +390 —46  - 10 ww 77 my 77 | Tin Producing Countries. The atpc began. 
76 mw + 48 + 920m -— 41 + 11 99 w 101 | operating export quotas in April 1987, two 
65 m +120 +420 —24 + 5.9 w 79 wy ^ 89 | years after the International Tin Council went 
97 S 028 — ea Z814 TBA vw: — — 63 æt — 68 — | bust. World tin stocks have more than halved 
23 e toI 939 m, 1116. AT wr 166 w^ 197. | to 30400 tonnes since 1987,-and prices 
32 w SOF AB 85 — 56 m — 23 we — 25 — | have almost doubled. So far Brazil has 
LE, RELANCE IRL. AOL voluntarily agreed to limit its exports 

+ 1.3 o +129  — 39 ma 11 may 15 na : 


IMS 


—— ———— RR 


Vale index deflated by CP." " Newsergs ==S=S*~=<“‘*S*S*<“‘SOSS*~*~™S Dolindx = 7 1 









! PRICES AND WAGES Weekly earnings rose 6.8% in Australia in the year to February, leaving deua es cL Ted p OE. e 
-wages unchanged in real terms. Monthly earnings went up 4.7% in Canada in the year to April, fora | !^dusTils 








real rise of just 0.1%. Hourly wage rates in Italian manufacturing went up 5.7% in the year to April, ee ONE C T, 
 acutin real pay of 1.025. Wholesale prices rose 6.2% in Australia in the year to March, and 8.5% | kets 1855 ^ 498 ^ — 74 tet 
dn France in the year to the first quarter. | oring maok = ^ $^ 4 
REI | oe LS oe RIAL. -- MA S BO 
wages/earningst Food 020 | 922  — 01 — 44° 
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1 year 






D nunaa upia tapa minkana AN a AA Aaaa AAN MAA ANAA AEN AA AA AAAA AAA hs MRA ff vie Aah he 
€ MM 


————— IRR 


: : "nae a | SOR index | 
T ETT eee sic | Allitems 1123 1118  — 32 — 88 






E ——X——————————P——— psi 


ama mp atas m uan rata t a a aa ana aA (TAA TREAT AP a mar mem A Rip iP Pan m gr rM NA STE 


bonnet e LL A eis Crude oll North Sea Brent 
c M I SERA $perbarel —— 16.63 — 1815 +06 4226. 


£Provisional + Non-food agriculturals 








deban (which. boosts tax revenues) most 
i industrial-country governments have tight- 
. ened their belts since 1985. The rich-country - 
-members of the occo have reduced their 
. budget deficits, on average, by more than 
half since 1985—from 3.3% of GDP to a 
. predicted 1.4% this year. Denmark, Austra- 
- lia, Britain, Japan, Norway and Sweden all 
-expect to have budget surpluses in 1989. 

America’s troublesome deficit has dwindled 

from 3.3% of Gop to 1.9%. Ireland's has 

fallen. impressively from 12.1% of GDP to 
5.0%, but that still leaves it the third biggest 
borrower (in relation to national income) in 

the chart. It is out-borrowed by Italy, with a 

leficit of nearly 10% of cop, and by Greece, 

deficit increased from 13.5% of GDP 
<in 1985 to an expected 18.2% this year. 


Footnotes applicable to all tables. Ali figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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@ CAPITAL RETURNS When times are bad, 
investors like tangible assets. Gold, silver, oil 
and farmland were all firm favourites during 
the 1970s. When inflation and tax rates 
. come down and peace breaks out, financial 
assets are the thing to own. Stocks have 
been the best performing asset during the 
1980s. But, as the chart shows, the best 
performing assets over the past 20 years 
have not been commodities or financial 
assets but collectables. Investors should be 
wary of the art market. it is buoyed up by 
new wealth created in the stockmarkets and 
will collapse when those markets catch cold. 
Coins are less faddish and have offered 
 dollar-based investors the highest average 
return for the past 20 years. One surprise: 
bond buyers have received the same aver- 
age return as investors in short-term bills. 
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WORLD BOURSES Stockmarkets around the world convinced themselves the world economy is 





heading for a soft landing. Wall Street led the way, rising 2.2% on the week. Paris, Frankfurt, 
Amsterdam, Johannesburg, Stockholm, Zurich and London also touched new highs for 1989. ' 


Stock price indices % Change on 


1989 

















Moneysupply — — interest rates % p.a. (Tuesday, except bonds which are previous Friday) | 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
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In Kuala Lumpur 
where else but 
the Shangri-La. 


The warmth of a tender 


Malaysian smile. Rich, tropical 


L] ' , 
gardens in the verv heart ol 


tine Dusiness district 
The standards of servici 
) rid cl ) Y 
WI n It nownere eis N 
Cj 


E ShangriLa hotel 
KUALA LUMPUR 


^ SHANGRI-LA INTERNATIONAL HOTEL 


SHANGRI-LA HOTEL, 11 JALAN SULTAN ISMAIL, 50250 KUALA LUMPUR, MALAYSIA. TEL: (03) 232 2388. TLX: 30021 SHNGKL MA. FAX: (03) 230 1514. 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 * BANGKOK (2) 236 7777 * HONG KONG (5) 810 7782 e KUALA LUMPUR (03) 230 6248 
* SINGAPORE 235 1311 * TOKYO (03) 667 7744 
SHANGRI-LA INTERNATIONAL HOTELS ond RESORTS: CHINA * FIJI * HONG KONG * MALAYSIA * SINGAPORE * THAILAND 


E Are MBAs a waste of time? 


Could hiring MBAs be the answer to your company’s management problems 
or are they overpaid, academic, job hoppers? 





With European business schools turning out record 

numbers of MBAs, many managers cannot assess their 

bottom-line value. They are unsure of how to select between 

ifferent schools and programmes. 

o provide management with information on what is 

available in pan-European management education, The 

Economist Publications has just published an important 

research report — MBA: THE BEST BUSINESS TOOL? 

The report provides practical answers to the 

management questions facing companies in Europe: 

* What does the MBA qualification offer employers? 

* How do you choose the right business school and right 
course? 

* What do work-place or custom-made MBA s offer? 






* [s sponsoring an employee through business school 
worthwhile? 

* Are MBAemployees a good deal for companies? Dothey stay? 

* How much must you pay them? 

* What are the alternatives to employing MBAs? 

* 


How do vou recruit an MBA? 

The report also profiles MBA courses at 46 European 

business schools: 

* Information on cost, entry qualifications, number of 
places, strengths and weaknesses. 

* Evaluation criteria: employers ' satisfaction, specialisations, 


career prospects, teaching quality, programme range 
and flexibility. 


To order copies of this important new report, please 
complete the order form. 
The Economist Publications Limited, 40 Duke Street, London W1A 1DW 


[ ORDER FORM 


YES, please send me . — copy(ies) of 
MBA: THE BEST BUSINESS TOOL? 


Name: 
Position: 2 


Company: : F —— a 





Address: .— = 


Prices: £49 UK, £51 Europe, US$98 North America, £53 Rest of World. 
OD I enclose a cheque for £/US$ _ Ea 

Credit Card Hotline: Please telephone (01) 499 2278 between 9am and 
6pm and ask for CREDIT CARD HOTLINE. 
O Please invoice me. 

Please send vour order with remittance to 


Marketing Department EBTLC, Th e 





The Economist Publications Limited, Ms 

40 Duke Street, London W1A 1DW. Economist 
Tel: (01) 499 2278. 

10 Rockefeller Plaza, New York, NY 10020. PUBLICATIONS 
Tel: (212) 541 5730. 

Registered office: 25 St James's Street, London SW1A 1HG. Registered no. 1775671. E 








CHRIS EVERT IN ACTION. 


Wimbledon: 
400,000 spectators, 


800 matches, 7651 new balls. 


One timekeeper. 


The very first Wimbledon tournament of 1877 
was rather-different in size and spectacle from the 
event we know today. 

The final of the Mens singles (the only event) 
attracted just 200 spectators, who each paid a 
shilling to watch the proceedings. The total profit 
from the entire Championship was £10. 

Nowadays, around 400,000 people pour into 
the grounds to watch the 443 matches in the five 
main Championship events, plus 357 other con- 
tests spread over the 18 courts. 

The All England Club employs upwards of 
4,000 people for ancillary;duties during the fort- 
night, to supplement the 64 permanent staff. 

All the players have to be,looked after. TV 
cameras and commentators must be installed. 

There are people to deal with catering, pro- 
grammes, transport, and of course, the ever- 
growing demand for tickets. . 

The end product - the public W 
face of Wimbledon - is the pre- ROLEX 


sentation of the best players, in the of Geneva 








best possible conditions, producing th 
finest tennis. 

Preparations for next years foi 
night will have begun before this year 
finals have been played. 

Detailed planning is obviously « 
paramount importance. More than 
century of experience ensures that, eve 
in years when there are interruption 
from the weather, everything is done t 
complete The Championships on tim 
And in style. 

The Rolex Watch Company o 
Geneva plays a major role at Wimbl 
don. As the official timekeeper. 

E On court, Rolex clocks inform spe 
>| tators of both the time and the duratior 
| of the match. 

Not only spectators rely on Ro 
for perfect timing. Many of the worla. 
top players choose to wear a Role 
Oyster. 

Its tough, rugged construction prc 
vides more than adequate protectior 
for its exact mechanism against the 
power and speed of the modern game. 

Both on and off the courts, Role» 
always has been, and always will be, part of the 
most famous tennis tournament in the world. . 

In fact, Wimbledon wouldnt be Wimbledon 


without Rolex. 





THE ROLEX LADY-DATEJUST CHRONOMETER WITH A DIAMOND-SET DIAL, 
AND THE ROLEX DATEJUST CHRONOMETER. BOTH IN STEEL AND 18CT. GOLFE 
WITH MATCHING JUBILEE BRACELETS. 





TWO-PARTY JAPAN@##*°>* ^ ae tonis 
BRIEFS FOR MANAGERS — 
OXFORD'S MONEY MOUNTAIN seres 


UNDER CONSTRUCTION after page 52 


$6.00 - HK$21 - A$4.80 - India R535- Y850 (464825) - M$6.00 - Won2,500 
NZ$6,10'* Pakistan Rs38 - NT$100 - Baht70 + TK70 - Indonesia Rp3,650 - Philippines Peso45 A su rvey of 1992 
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THE NEW SEATING ON THE MEGATOP 
IS BASED ON A REVOLUTIONARY CONCEPT. 








MEGATOP 747 — the largest, fastest long-haul 


aircraft in the world — introduces some ideas about 


comfort that are so old-fashioned, they’re almost 





revolutionary. Such as being able to stretch out and 


enjoy a good night's sleep even when you’ re over six 


feet tall. The new electronically operated ‘Harmony’ 


seats in our First Class cabin give you total control over 


legrest, recline and lumbar support. They also come 


fitted with a swivel-mounted dining tray that lets you 


step in and out with ease, even between courses — a 


feature you'll also find in the MEGATOP’s Business 


Class seats. So now, while you sit back and enjoy 


inflight service even other airlines talk about, you'll 


be travelling further, faster and more luxuriously 


than you ever imagined. The MEGATOP 747 — the 


latest addition to the world's most modern fleet. 
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You probably picture Hyundai as a maker of affordable, high- 
quality cars. 


That picture's not wrong. Just incomplete. 


Those who work with advanced computers, ships and nuclear 
power plants have a better idea of our scope. 


In fact, you'll find the Hyundai name behind sophisticated 
engineering projects, petrochemicals, robotics, and satellite 
communication systems, among other exciting and diverse 
industries. 


Which is why, in Korea, Hyundai has become a symbol of our 
nation’s economic progress. 


So by all means, remember our cars. But don't forget the big 


AHYUNDAI 


K.P. O. Box 92 Seoul, Korea 
TLX: K23111/5 FAX: (02) 743-8963 





See Hyundai? 
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1: 25 Why India's soldiers won't leave Sri Lanka 


2 Racism, and better news, in Barbados 
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BUSINESS, FINANCE AND SCIENCE 


EUROPE'S INTERNAL MARKET 
52 1992 under construction. A survey 
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The trouble with modern: 
tions is that they find thei 
ration in France, pot in ; 
ica, page 15. And now the b 
page 87. France's middling | 
in the world, page 45. The S 
viet Union's nationalist upr 
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Two-party Japan? 

It’s time to vote Socialist, p: 
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eds. of innocent people 
roves that China’s Com- 
arty. is already on the 




























































bed by the iyi den peo- 
for evet, not ar their c con- 


The suppression of Chi 
emocracy movement fol- 
3g the Tiananmen massacre 
X the “End of the affair" 
17th). Nor is there little 
tsiders can do to "defend 
nary Chinese from their 





"he United States govern- 
ient has already proceeded with 
»e most obvious steps of cutting 
off military sales and is consider- 
ig reapplying the stricter stat- 
S of the Cocom agreement 
prohibiting sales of dual-use 
hnology. Let us also put our 
modern technology to work and 
ail photographs of the mur- 
red and the wounded to every 
ngle Chinese government or 
unist party official we 
e met while visiting China. 

is put to good use that un- 

opreciated, but not neces- 


de of goods and ideas and 
letters protesting at the 
€ and bloodshed to every 
person and agency listed 


The massacre of at T E 


nnocuous, product of the - 


recvowensasesareusestensussersesenesesseesveneseonenensncteneensaceeess 
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in China's telephone RSS 


Let us with our pens cut away all 


barriers to international human 
rights and encourage our Chi- 
nese brothers to continue their 
struggle for the political, press 
and legal freedoms and guaran- 
tees that we Americans and Brit- 
ish have fought for and cher- 
ished for centuries. 

Manhattan Beach, 

California ROSEANNE FREESE 


M t terni 


SIR—Mr Deng's strategy of us- 
ing the countryside to surround 
the capital is, as you state, that of 
Mao, adapted from the game of 
wei-ch’i. Could these two have 
spent their time during the Long 
March playing and practising 





strategy? 
Philadelphia ELus LEsACK 
. Shareholder power 


SiR—Your article about share- 
holder militancy (“America’s 
shareholders break into the 
boardroom”, April 29th) was re- 
freshing. Corporate manage- 
ment has long tried to reduce its 
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accountability “to. shareholder 


while increasingly entrenching 
itself with management. perqui- 


sites coyly disguised as “‘manage- 
ment incentives”, 


There is nothing to suggest | 


that the managerial "priest- 
hood" in America has the objec- 
tive of maximising shareholder 
investment value. The share- 
holder has long been too passive 
in relegating immense power to 
corporate managements. 

Atlanta CHARLES JONES 





SiR— You overstated the owner- 


ship of American equities by 


American pension funds. Off- 
cial statistics from the Federal 


Reserve Board indicate that at - 


the end of 1988 pension funds 
owned $766 billion-worth of 
American equities—around 
2296 of the total. The Standard 
& Poor's 500 index had a mar- 
ket value of $2.2 trillion. Thus 
even if they owned only s&»soo 
company shares (which they do 
not) they could not own more 
than 3596 of the index. 

The relatively low level of in- 
stitutional share ownership in 
America may be a prime reason 
for shareholders' historic lack of 
influence (for example, in pre- 
venting adoption of poison-pill 
takeover deterrents). At the end 
of 1988 individuals owned 63% 
of American equities, whereas in 
Britain they own only 26%. 

Perhaps a share-owning de- 
mocracy is better for company 
directors than it is for the 
shareholders. 


London 





Nicaragua 


Sir—Opposition to Nicaragua's 
former dictator, Anastasio 
Somoza, provides no contrast 


between Mr Alfredo Cesar and 


myself (June 17th). I opposed 
Somoza and suffered unjust 
imprisonment during his re- 
gime. I do accept and celebrate 
that I have never served any des- 
potic regime of the left or the 





right. 
Miami ÁDOLFO CALERO 
Shot to pieces 


SiR&—Presumably most readers. 


understood what you were get- 


ting at when you said (May 27th) 


"Japanese manufacturers" have 


already shot themselves. (and ev- 


eryone else standing by) in the 
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feet by c 


Washington, DC 


WILLIAM DINNING - 










ng overcap 

and later, "by agreeing to shut 
the mine, Hungary may have 
shot itself in the foot." But the 





use of the metaphor is as wrong 


as suggesting Canute believed he 
could hold back the tide. 

To "shoot oneself in the foot" 
dates from the first world war 
when a soldier would injure him- 
self deliberately, ensuring his re- 
moval from the battlefield to a 
place of safety. There was noth- 
ing accidental, careless or mis- 
taken about it. 

Canute could have shot him- 


| Self in the foot to avoid having to 
| prove a point, but decided in- 


stead to get it wet. 
Hongkong ^ NIGEL ARMSTRONG 





Loans to Brazil 


SiR—Your story on foreig 
banks in Brazil (May 27th) gave 
the impression that the World 





Bank has recently approved à 


$500m loan to Brazil in support 
of financial-sector reform. This 
is incorrect. A loan for that pur- 
pose, but not necessarily for that 
amount, is still under discussion 
with the Brazilian authorities 
and has not been submitted to 
the board of directors of the 
Bank for consideration. 

| ANTONIO PIMENTA-NEVES 
World Bank 





Thatcher-upon-Tyne 


Sir—Although I support your 
view (June 3rd) that the govern- 
ment should encourage indepen- 
dent urban-renewal agencies, | 
believe you fail to address so: 
of the factors which. limit th 
effectiveness, namely lack of re- 
sources and sufficient authority. 
You state that urban district 
corporations (UDCs) are a proxy 


for an accumulation of power by 


Whitehall, and your solution 
would be to give local business- 
men responsibility for the future 
of their own city. I think you are 
somewhat wide of the mark. My 
own board at Tyne and Wear 
UDC comprises six represen- 
tatives from the private sector, 
two local Labour councillors and 
a regional trades-union leader. 
Second, you. state that Upcs 


are staffed by public-sector peo- 


ple. This is. certainly not the case 


. at my own UDC; but even if it 


were I would take exception. to 


. your implied criticism that pub- 
lic-sector staff are hetei less 








A simple enough equation in theory, but difficult 
to achieve in practice. At Deloitte Haskins & Sells 
elieve we ve got it right. 


Take our Planning and Policy Group. One of the 
largest and most successful groups of economists 
in management consultancy, we continue to 
expand our client base in both the public and 
private sectors. 


Which means an excellent opportunity for you to 
broaden your technical ability and develop your 
consultancy: skills. 

You will be given thorough training and full 
support, to work at senior management level on 
economic and financial appraisals, policy 
development, business strategy and planning, 
well as competition and regulation issues. 


You'll have an economics degree at Ii or better 
and, preferably, a post-graduate qualification. 
You'll need two to six years’ experience in a 


government department, economic research 
organisation, blue-chip company, bank or 
consultancy. 


On a personal level, you must be a natural 
communicator, numerate and resilient. 


With training and support made-to-measure, 
you'll have every chance to develop your 
management skills and progress rapidly, 


Starting salaries are in the range of £20-& 
depending on age and experience. The benefits 
package includes a company car. _ 


and c career details ( laciniae, a aoe teléoh none - 
sear to coe Mitchell, gente ref. 3160/E 












job. The new public-sec- 
agencies are releasing a flow 
thusiasm and ideas from 

















































:neration of cities is a skil- 
egration of public and pri- 
ctors, with respect for 
her’s skills. 

astle-upon-Tyne A.G. BALLS 


You well describe how pri- 
ector involvement in ur- 
renewal is not all plain 


hout initiative and vision 
innot even begin. Accord- 
many (including the cBi in 
nitiatives Beyond Charity" 
) have concentrated on 
qually necessary, however, 
he right structure and 
to sustain that initial mo- 
tum. The response of 
alising organisations is al- 
to say: "set up an agency 
1 give it the job”. 
Cities, by contrast, are finding 
ir Own way and establishing 
ir own mechanisms, if some- 
mes with help. The crucial in- 
dient in so many of the devel- 
ping success stories is the long- 
commitment of business 





duals can wax and wane, the 
rt of business in a partner- 
) is maintained in a manner 
h is permanent, represen- 
and local in character. 

't add to the troubles of 
renewal by imposing yet 
gencies. Recognise where 
p is already in place and 
ipport from the centre. 
a message to which gov- 
it and more and more 
businesses are responding. 
: A.D. LANSLEY 
The Association of British 
n Chambers of Commerce 













You voice concern (June 
over the trend of soaring 
r Old Master paintings, 
/otty that the Getty Mu- 
ventually could be priced 
the art market. Not to 
as your article demon- 
ed, this trend is now revers- 
he price for Pontormo's 


ait of Duke. Cosimo I de' 








h or are less appropriate - 


S that a sine qua non in - 


.tionwide 


Medici" fell from 

$34.2m from beginning to end 
of the article, a decrease in value 
of $1m in only two minutes. 
Edinburgh ERICA WHITTAKER 





The cost of pentamidine 


Si&—Your article on orphan 
drugs (April 29th) is incorrect 
when it says "Fisons alleges it 
can sell [aerosolised penta- 
midine] at half the price—$100 
a month." Lyphomed (Fisons' 
competitor) charges $99.45 for 
300mg of the drug, a cost 


I of... about $100 a month. 


Even when labour and equip- 
ment are taken into account, the 
average annual cost of prevent- 
ing Pneumocystis carinii pneumo- 
nia (pcp), the leading cause of 
AIDS deaths, is $2,100 through 
outpatient administration of 
aerolised pentamidine (which 
compares favourably with inpa- 
tient treatment of an acute epi- 
sode of PcP, which can cost 
$12,000 or more). 

Over the past several years, 
Lyphomed has spent tens of mil- 
lions of dollars sponsoring na- 
clinical trials of 
aerosolised pentamidine. Even 
with full approval from the Food 
and Drug Administration, 
Lyphomed has agreed to addi- 
tional, phase IV trials, and will 


f . donate $2m-worth of the drug to 
through its chamber of com- - 
e. While involvement ofin- 


community-based health centres 
to ensure proper care of indigent 
patients. 

Fisons' allegations are merely 
sour grapes. 





Rosemont, RICHARD WHITE 
Illinois Lyphomed 
Fair play with an MBA 


SIR—You report (April 22nd) 
that Japan may soon be produc- 
ing more MBAs. America should 
encourage this. Is it mere coin- 
cidence that as postwar produc- 
tion of MBAs in the United States 
has increased the relative eco- 
nomic standing of the country 
has declined? When Japan pro- 
duces more MBAs, the playing- 
field may be level again. 
Frederick, 

Maryland — Puiip Aspe. (MBA) 
ne | 





Education in Vietnam 


Sir-—-‘America has said un- 
equivocally that it will rake every 
one of those that Vietnam has 


-‘re-educated’.” (June 24th). Yes, 








from $35.2m to 






but fewer than one in a hundred 
of those arriving in Hongkong 


ica, equivocally, declines to ac- 
cept more than a handful of the 
rest for resettlement while refus- 
ing to condone their involuntary 
return to Vietnam. It is precisely 
this equivocation which causes 
Hongkong's “groaning”. 

We do not think it humane to 
keep locked up those whom the 
rest of the world shuns. 


Hongkong J.A. MILLER 





One Germany or two? 


SIR— Your article "German and 
proud of it” (May 27th) must be 
seen as a warning to other West 
European countries who believe 
that the state of affairs that exists 
between the two Germanys can 
exist forever. 

However, the sad fact of it is 
that the two parts of Germany 
must never be allowed to unify. 
That would pose as great a threat 
to Europe as the one we have ex- 
perienced from the Soviet 
Union over the past 40 years. 


Imagine one country in Eu- 


rope with the economic strength 
of France and Great Britain 
combined, paired with the 
German people's aggressive 
instincts. 

Those who pooh-pooh such 
an interpretation of Germans 
should look at the aggressive way 
in which they have pursued the 
development of their economy 
so that it dwarfs those of other 
lands. 


Hamburg MARK INGROUILLE 





Si&—There is only one Ger- 


many, regardless of its current 


divisions and mutilation (“Ein 
Deutschland?", June 17th). Le- 
gally, the country has not ceased 
to exist. A peace treaty is still 
pending. The present political 
set-up is only makeshift. 


Nurnberg H.R. Kota 





South Africa 


SIR—1 congratulate you on one 


of the best as well as one of the - 


most objective articles on South 
Africa ("One day, son, all this 
will be theirs", May 20th). — 
lam a white, Afrikaans-speak- 
ing South African. My great- 
grandfather was banished to 
Ceylon and my great-grand- 


mother spent her childhood ina . | 3 dur 
British concentration camp dur- LA: 






| -ticle came as a shock. I suddenly 
has this distinction and Amer- 


- Johannesburg 


such innovation—I'm 





ing the Anglo-Boer war. Your a 


realised that I should prepare ev- 
erybody around me for the fu- 
ture, not just hide my head in 
the sand like an ostrich. 

Then I realised that there is 
no danger if everybody in the 
country does their best. But will 


| the Conservative party and the 


blacks see it this way? Will all 
South Africans be prepared to 
share what we have achieved? 

Johannesburg Lourens BESTER 





SR—You state that only the 
English-speaking rich support 
desegregation of schools and 
swimming pools because they do 
not use them anyway. This sort 
of attack on the moral integrity 
of English South Africans would 
normally be expected only fro: 
an agrarian xenophobic org: 
nisation such as our own govern- 
ment. For the record, English- 
speaking South Africans are 
wealthy because they are pro- 
gressive and forward-thinking, 
not progressive because they are 
wealthy. 





PauL DyKMAN 





Tony Coel—oh 


SiR—Your editorial (‘Washing- 
ton's ethical frenzy”, June 3rd) is 
a model illustration of the pace 
of linguistic evolution in Eng- 
lish-speaking nations. The same 
word is presented in its dull, ar- 
chaic form, Coelho, and under- 


goes two metamorphoses, 
Cuelho and Coehlo. Bravo for 


tic sure 
Baggehow would have be 
proud of you! — 

Lisbon JoAo COELHO 











Latest Special Report No 1186 

THE EUROPEAN AUTOMOTIVE 

COMPONENTS INDUSTRY 

A Review of 80 Leading Manufacturers 

With the approach of 1992, nnd small 
ma f 








* 


rper copains Ths opt tk 
arger competitors. This report at 
the future policies and expected 
developments within the component 
Sector. A major section analyses 80 of 
Europe's leading component producers 
. With detailed profiles of their progress, 
main activities, policies, sales and 














marketing strategies, 
North America US$585; Rest of World £298. 


The Economist Intelligence Unit 
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Ay postion with a high level of autonomy—scope to become a D Director ofa ship manage 
company within 2-4 years _ bal 


TECHNICAL MANAGER—SHIPE 


NOR 'H WEST ENGLAND 
HIGHLY SUCCESSFUL SHIPPING COMPANY EXPANDING THROUGH ORGANIC 


-or this new appointment, we invite applications from marine engineers, aged 40-48, qualified v via the radit 
alternatively as graduate engineers with at least eight years shorebased technical marine management experi 
capacity successful candidate will report to the Fleet Director and be responsible via a small team of it 

and naval architects for the technical well-being of a mixed fleet of gas, oil and chemical tankers. Operating in a high i 
cost efficient environment with both owned and managed-in tonnage, the ability to set priorities, motivate ntrol | 
technical staff whilst sles a significant contribution to the company's continued successful growth is key to the success of © 
this appointment. Initial salary negotiable, £25,000-£35,000 plus car, contributory pension, life assurance, free family medical _ 
assurance and assistance with removal expenses if necessary. Applications i in strict confidence under reference TMS4676/E 
to the Managing Director: | 


CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED, 
3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M 5PJ. 
TELEPHONE: 01-588 3588 or 01-588 3576. TELEX: 887374. FAX: 01-256 8501 




























O'MELVENY & MYERS INVITES APPLICATIONS F FOR 
$50,000 CENTENNIAL GRANT 


O’Melveny & Myers has announced it is now inviting applications for its fifth annual : 
. O'Melveny & Myers Centennial Grant on the topic of “The Internationalization of — 
. American Business". i 


The grant of up to $50,000 is made annually in commemoration of the 100th 
anniversary of the firm’s founding on January 2, 1885. The purpose of the grant is to 
enable the recipient to undertake a thorough examination of an important aspect of 

__ the topic and to explore its ramifications for the interests of the United States and its 
business and legal communities. It is expected that substantially full time for 

period of several months (up to one year) will be devoted to the effort of researc 
and production of a monograph, book or other appropriate project. 
In addition to the principal grant of up to $50,000, O'Melveny & Myers will award 
|. grants of $1,000 to each of the top ten finalists in the selection process. | 


Ap plications must be submitted by October 15, 1989. 


v i Myers, 400 South Hope Street, Los Angeles, California 9007 1-2899. 












































y in international development assistance is seeking senior staff for its LDC programs: SENIOR 


ULATION/DEVELOPMENT SPECIALISTS to work on ongoing Washington based projects in the areas of 
opulation policy, economic development, and health planning/finance: SENIOR CONSUMER MARKETING 
ECIALISTS to lead in-country and Washington based programs. i MU 





. 1. PROJECT DIRECTOR, POPULATION POLICY PROGRAMS 
Candidate should have a PhD or equivalent in Economics or a related field (Political Science, De nography, 
Sociology, etc); minimum of five years of relevant international experience including experience in ma 
large, multi-national projects; strong quantitative skills; understanding of population policy and. 
in population assistance; excellent knowledge of microcomputer packages and. economic-demographic 
modelling; complete fluency in Spanish or French. Based in Washington, DC. Will be expected to travel overseas 
. on 2-3 week visits for approximately 15-20% of his/her time. | 


















2. SENIOR POLICY ANALYST 

_ The incumbent should have a graduate degree (preferably a PhD) in one of the related fields (Economics, 
. Operations Research, Political Science, Public Policy, Sociology, etc); minimum of three years of relevant 
_ international experience; strong quantitative skills; familiarity with microcomputer packages; complete fluency in - 
. Spanish or French; international experience in commercial/private sector operations is valuable. Based in 
. Washington, DC, but will be expected to travel overseas on 2-3 week visits for approximately 30-35% of his/her 
_ time. | 


Seeking candidates for several positions to lead major, multi-year consumer marketing programs. in LDCs 
ositions based in Africa and Asia. Candidates must have at least 5 years experience in consumer goods/ 
pharmaceutical marketing, advertising, marketing research, management. International experience required; 
(perience in social marketing and previous overseas residency a plus. Fluency in French required for several of 
the positions. s 





_ 3. COUNTRY DIRECTOR, CONSUMER MARKETING 


PB ee 





. 4. CONSUMER MARKETING EXPERTS 

Seeking several Washington based positions to support consumer marketing projects in LDCs. Will require 
requent travel abroad. Candidates must have at least 5 years experience in consumer goods/pharmaceutical 
marketing, advertising, marketing research, management. International experience required as is fluency in- 
French. . dE Qa ib 


Send CV by August 15 to Box 94, 
The Economist Newspaper, 
10 Rockefeller Plaza, 12th Floor, 

New York NY 10020, USA 





we Power sane Executives at 
e qup level. 


WEFA ENERGY 


! CONSU LTANT 


iocis) isa leading fr international UD firm with 
aff pene Tu 12 offices in ms and North 


he actas with ‘some 540 years RE experience to 
- spearhead its European Power Service. 


The position provides an outstanding opportunity for a talent- 
ed individual to develop a reputation as an expert in the 
EN power scene and build up a consultancy practice in 
this area. 


The individual sought will have a good degree in engineering 
and/or economics, a high degree of computer literacy, and an 
excellent track record within the power industry. 


| Acompetitive salary and benefits will be paid in line with 


-other leading consultancy firms. Please apply with full 
CV to Mr Graham Weale, WEFA Energy, 23 Lower Bel- 
grave Street, London SW1W ONW. Tel: 01-730 8171. 


a result of the expansion of its adriéulturál and : environ- 
Um nental activities in the public and private sectors, Minster 
now reque a 


To have full line acai for the development of this 
major market area. The post will be initially UK-based but will 
involve extensive travelling within the sub-continent, togeth- 
er with some consultancy work. 


This is a senior position and candidates should have a relevant 

.. background in consultancy and commerce, combined with the 

. .drive, enthusiasm and initiative necessary to meet our de- 

 manding standards. The chosen candidate will receive a salary 

and benefits package fully appropriate to this important 
position. 

Applications to the Chairman, Minster Agriculture Limited, 13 

per High Street, Thame, Oxon OX9 3HL. 

ter are also keen to recruit further permanent profes- 

aff and to identify additional freelance consultants, 

arly in the fields of environmental management and 


" agricultural economics. 


|. Please send an up-to-date cv and indication of current 
availability = 


WHETHER YOU WISH TO INCRI 
EFFECTIVENESS, YOUR VALUE AND 
AS A SENIOR MANAGER we 


MAKE A SUCCESSFUL JoBc CHA (GE ~ 
GHN HAS A PROGRAMME TO SUIT YOUR NEEDS. 


CALL US FOR A CONFIDENTIAL EXPLORATORY | 
MEETING. 


16 Hanover Square, 
London W1R 9AI 


| 014935239 


Europe's International Business School 
invites applications for the s f: 


mus for ivesfigting markets, devel oping estes egies and 
implementing action plans to promote the MBA Programme ona 
worldwide basis. 

The position will attract a young professional, able to demonstrate - 
experience of services marketing in a European context and prepare 
to make a clear commitment to international contact and travel, — 
Oral and written presentation skills, as well as drive and enthusiasm 
create, organise and coordinate will be decisive elements. | 
This position requires degree education, fluency in English, a good 
working knowledge of French and computer literacy. Knowledge or. 
another European language will be a distinct advantage. r 


Please send CV and photo to 

Raymonde LEFRANCOIS, PRO pan e 
Personnel Department, INSEAD, 

Boulevard de Constance, 

77305 FONTAINEBLEAU 

CEDEX, France. 








To most communications systems compan 





And how does Alcatel perceive such glaring 
differences? Simple. Wherever a customer, or 
potential customer is based, there are local Alcatel 
experts living and working in the same country. 

They are there to make sure that our com- 
munications systems have the flexibility to match 
the customers specific requirements. And this 


12 


To us they're a Thai, an Indone 


applies to Public Network Systems, Transmissior 
Business Systems, Cables, Network Engineerin: 
and Installation. 

Of course, this sort of customer commitmer 
and support requires manpower. Thats wh 
125,000 Alcatel professionals work closel 
together with local customers in 110 countrie: 
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s, these gentlemen are South East Asians. 
in, a Malay and a Vietnamese. 


building a relationship of trust and co-operation. 
ts only with such a close partnership that truly * 


lexible solutions to suit individual market require- | 
ents can be developed. | Ww NOD mm! 
Which is better for worldwide communi- 


cations systems and better for customers like the 


n above. 
gentleme ae Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
13 
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At Barclays we realise that not all our customers 
want to hold their capital in sterling. 






We also believe that our customers shouldn't 
have to pay substantial fees, before their money starts 
earning interest, 







Thais why we feel our Currency Deposit 
Account could be for you. 







It's based in Guernsey and the account allows 
you to depost capital in any of ten major currencies 
without first having to convert your investment into 
sterling. 








We won't charge you to operate the 






account or, should you wish to, convert 






money from one currency to another, 






Your capital will earn a competitive 
rate of interest paid gross and the account 
and book keeping is domiciled in Guernsey. 

We'll also allocate you a personal dealer to 







ae 








look after yóur account. 






So if you want to see your money blossom 
fill out the coupon below and we'll send you 
more details. 








—_—_—_—_ arn mel cnini MERDA MCA 


If you would like further information on this service 
and current rates of interest, please complete this coupon - 
and return to Peter Griffiths, Manager, Barclays Finance 
Company (Guernsey) Limited, Dept, ZP, PO Box 
No. 269, St. Peter Port, Guernsey, Channel Islands. 


' S 














| place of business in 
St. Peter Port, Guernsey, 









; The paid-up capital ! 

Name | | n p cap kä 
and reserves of Barclays Finance 

Address 


Company (Guernsey) Limited exceed £13.7 million. 
Latet audited accounts available on request from the 
Managing Director, Mr. Willie Allan. 
Deposits made with offices of Barclays Finance wp 
Signature | 2 | Company (Guernsey) Limited, in Guernsey, are not 
covered by the Deposit Protection Scheme 


BARCLAY S under the Pane Act 1987 P 
GUERNSEY FINANCE COMPANY 


DEPOSITS CAN BE MADE IN THE FOLLOWING CURRENCIES: US DOLLAR, CANADIAN DOLLAR, NEW ZEALAND DOLLAR. DE UT. SCHEMARK, 
FRENCH FRANC, SWISS FRANC, STERLING, AUSTRALIAN DOLLAR, ECU, YEN. pn ae Ea "n 





Postcode 





Date 

















“HE difficulty of getting from here to there 
has always been a puzzle, and not just to 
Irishmen. Here is tyranny: a system, usually 
today a communist one, that provides neither 
-. political rights nor meat on the table. There is 
— freedom—liberty, equality, fraternity—with a 
chicken in every oven, a car in every garage 
and lead-free bullets in eyery gun. That vision 
ot so new. It was the inspiration behind 
th ose who stormed the Bastille 200 years ago — 
next Friday. They found a way. Should to- 
day’s revolutionaries, whether trade unionists 























_ Square or general secretaries of the Communist party in the 
Kremlin, take their cue from the sansculottes of 1789? 
Few would answer with an unqualified yes. Today's revo- 
lutionaries all want to overthrow the ancien regime of com- 
munism bloodlessly. Hardly any want to set the tumbrels roll- 
ing—which is just one reason that communists and non- 
communists alike should be glad if they succeed. If they fail, 
their successors will be less forgiving. Doubters need look no 
further than the ayatollahs’ Iran or the Bolsheviks’ Russia. 
Better still, this week, look at the Jacobins’ France. 
To twentieth-century eyes, the scale of the killings in the 
French revolution—17,000 executions in 14 months—may 
. seem less horrifying than it did to critics of the day. And the 
. Terror certainly served a purpose, besides mere retribution: it 
held France together at a time (in June 1793) when 60 of the 
3 ntry's 80 departments were in revolt and it was under at- 

tàck from abroad at all points of the compass. Even so, the 
fact that Pol Pot could have taught Marat a thing or two will 
hardly be a matter for celebration next week. Heads on pikes 
and swishing guillotines have done nothing to give revolu- 
tions a good name, even when they have been overturning 
regimes more awful than the ancien one in France. 



















Instability, nationalism and divisiveness 

The revolution's less frightful but still malign, and much 
more enduring, consequences can be seen in at least three 
other areas. The first is the French system of government. 
"True, the revolution put paid to feudalism in France, but in 
.doing so it ushéred in not democracy but dictatorship. In 
place of the absolute monarchy of the Bourbons came, ere 
P long, the pretty absolute rule of Napoleon—a megalomaniac 
wh or all his intellectual and organisational gifts, plunged 
; ru] into wars in pun a quarter of a million 


The trouble with revolution 





< in Warsaw, intellectuals in Budapest, students in Tiananmen 


-ernisation of the French state, the codification of its laws 


and stable system in which those rights s 
be safeguarded. Li 
Democracy came in the end, but stab 
eluded France until the 1960s (iti is bar 
years since impatient soldiers last drove 
tanks through Paris). Indeed, France 
to endure not just directory, consulate 
` pire, restored Bourbon monarchy, cons 
tional monarchy, republic, empire and fiv 
publics since 1789, but it has suffered ano 
revolution on the way and the massacre 
repressions of the Paris commune too. / 
ica, by contrast, has been a model of stability since its 
tion, the only hiccup being a civil war, fought to resoh 
main ambiguity left by the founding fathers: the ultimat 
ing-place of sovereignty in the American federation. — 
No such ambiguity afflicted France, even in 1789. Y 
spite its sovereignty, its army and its bureaucracy, France 
not yet a nation. The revolution was to change that. By v 
of the sheer scale on which it took place and of the ideolog 
that pervaded it, it put the stamp of nationality upon 
state. In doing so it created the first great example of perh: 
the most potent ism of modern times, nationalism. Therei 
lies the revolution's second lamentable bequest. 

It would hardly be fair to blame the Jacobins for all 
evils of nationalism, its essential selfishness, its frequ 
scent into chauvinism and its appalling tendency to c 
wars, not least in Europe, generally involving France. T« 
invented nationalism, however, or to have yoked it to 
state, should be no more a source of pride than to hav 
vented explosives—a discovery that at least embarrassed 
bel into offering a peace prize. 

The revolution's third dubious effect was simply its 
ence, Just as the industrial revolution in Britain was to 
form the world's economy, so the revolution in Franc : 
formed the world's politics. It set off a dozen 1 
uprisings in Latin America; it fired Hindus in Be 
Muslims in Turkey; and it provided the model for rex 
aries for years to come, including, as Mikhail Gorl 







































mention the use of the Terror, a Find on well 
Hitler, Stalin and Mao). Above all, it provided the : 
points of modern ideological politics: in most of | 
even in Britain, the country least affected by it—you. 
either for the French revolution or against it. Edmund Bt 
the father of British Conservatism, railed against it. 

To dwell on the shortcomings of the revolution is tx 
imply that it did not have its achievements, notably the r 


































apoleon, and the creation of many institutions that still 
e France well today. Yet it is tempting to believe that the 
orld would have been a happier place had the seminal revo- 
tion of the eighteenth century been not the French but the 
merican one. 
Had that come about, it seems possible, for instance, that 
litics in the western world would have been less ideological 
d so less divisive. Americans are ideological, but their ideol- 
—Americanism—unites rather than divides them. Since 
Americans believe in the constitution, their party politics 
be confined, more or less, to practical matters. 
In an American-influenced world, there would be less 
h-style cynicism (certainly in foreign affairs), more mor- 
m—not to be confused with morality. There would be 
ore populism, less socialism, more individualism, less egali- 
anism. Burke might well have had even more cause to la- 


ote oocialist, Japan 


FIER ruling their country admirably for much of the past 
L A 40 years, Japan's Liberal Democrats deserve the trouble 
hey are now in. This is a harsh verdict on a party that has 
presided over the most spectacular economic success ever 
‘seen; but it is the verdict of people whose opinions matter far 
more than this newspaper's. Over the past year Japan's voters 
have been saying, first in a murmur and now in a shout, that 
hey do not like the way they are being governed. Until the 
ling party starts listening to them, they will have to keep on 
outing—even if that leads, in the end, to the still probably 
desirable result of throwing the Liberal Democrats out. 

‘he voters’ latest protest came in Tokyo's municipal elec- 
on July 2nd. The Liberal Democrats went down from 63 
its to 43; the Socialists up from 12 to 36. Just a local anom- 
It seems unlikely. The Liberal Democrats have fallen at 
election hurdle after another over the past year, and the 
pularity rating of their new cabinet under Mr Sosuke Uno, 
power only six weeks, is already below 20%. When half of 
» upper house of parliament faces the voters on July 23rd, 
Liberal Democrats could lose their majority there. 

As the party elders see it, they have merely been unlucky. 
st year the government of Mr Noboru Takeshita rammed 
ough a deeply unpopular 396 consumption tax, just when 
Ye Recruit shares-for-favours scandal was reminding voters 
t in Japan money has long had a habit of passing as effort- 
sly into politicians’ pockets as it did painfully out of their 
n. Then, after Mr Takeshita was sacrificed to put that scan- 
-to rest, the party turned to the bland but apparently 
ean" Mr Uno to make it look respectable again. 

f it isn't money, it's sex. Mr Uno was financially spotless, 
t within days it was known he had been paying a woman to 
ep with him; and probably not only one. The bewildered 
arty chiefs—neither money-politics nor money-sex used to 
scandalous in Japan-—still think tinkering is enough. They 


cof "selling the consumption tax better", of wheeling in a 





: e shock needed to make Japan's Liberal Democratic chiefs agree to reform 


ment the passing of nobler times— "The age of chivalry is- 
gone", he reflected after 1789, "and sophisters, economists: 
and calculators have taken over"—but few can doubt that 
there would be more prosperity instead. 

It is this last quality, prosperity, that seems the most at- 
tractive of America's offerings in the eyes of today's revolu- 
tionaries, those who would turn communism on its head. 
They can reject Stalin, they can accept the rights of man; they 
cannot yet, in Russia at least, quite bring themselves to reject 
Lenin and accept the tenets of American individualism. 
Maybe they are wise to go gently. But if they are ever to aban- 
don the philosophical underpinnings of the Bolshevik revolu- 
tion and its Chinese equivalent (most other communist 
“revolutions” were imposed from above), they would be wise. 
not to be seduced by 1789 and all that but to go back to 1776. - 


The pity is that they did not do so in 1917. 








new prime minister at the end of the month, of letting it all 
blow over. Their trouble goes much deeper than that. 

The Liberal Democrats are victims of their own success. 
In the 1950s, when they really got their grip on power, Japan 
was a still-devastated, largely rural country in the middle of a 
breakneck industrialisation carried out in conditions of great _ 
scarcity—of productive capacity, credit and raw materials. If 
such a place special-interest politics made some sense; and 
both government policy (the protection of farmers and small - 
retailers, the careful allocation of credit) and the ruling par- 
ty s structure (its famous system of factions) came in part to 
serve those interests. 2 


Yesterday's men in the today-country they created — __ 
Forty years of fast economic growth, in recent years st = 
charged by the high yen and the opening to the outside world, 
have utterly changed Japan. Its people are starting to behave 
like other rich peoples. The electoral disgruntlement of the 
past year is a revolt against privilege and special interest: a 
revolt of consumers who now know enough about the world 
to realise that, because of trade protectionism and a cocooned 
distribution system, their standard of living is only a pale re- 
flection of their country's wealth; of shareholders (20m of 
them now, up from 2m ten years ago) who are grasping some- 
thing similar about the financial system; of women who resent 
both the consumption tax and the frame of mind that led Mr 
Uno to treat his sexual partners (says one woman politician 
accurately) like “merchandise”. | 

To its credit, the ruling party has seen the need for policy 
changes that some of its privileged supporters do not like, 
such as easing restrictions on food imports. But the party's 
structure and the political system have remained untouched. 
Until they are reformed—by reducing the demand for money 
in politics, by cutting the power of underpopulated rural con- 
stituencies, eventually by breaking the ruling party's lock-step_ 






















promotion ro Japanese politics wills remain bined in fa- 
. vour of special interests and against the ideas a modern Japan 
| Ye coming century. 

Liberal Democrats realise this, but Mr Uno’s suc- 
howed that they are powerless on their own to do 
about it. The only thing that concentrates a party 
boss’s mind is the thought of losing office. Japan’s opposition 













wants them to be poor 


a I1! easy to-be romantic about Oxford University, MEER 
Å by its architectural grandeur, its academic record, 

ouirky. traditions. Hard-headed politicians and Bad. 
.té quite soppy about the old place; and bright schoolchil- 


~ "dren—tomorrow's would-be power-merchants—still rate Ox- 


bridge well above red brick. This romanticism is a mistake. 
Behind its imposing facade, Oxford is in trouble, slipping 
down the league of world-class universities. 

Many Oxford dons blame their troubles on lack of 
money. Having seen their relative incomes fall by 25% in the 
1980s, most are apoplectic about Thatcherism. Last year the 
, University launched a slick appeal for £220m ($350m), but it 
is not launching enough hard thinking about its cherished 
traditions. Bold decisions will keep Oxford in the world 
league, a respectable rival to Harvard and Stanford. Fudge 
and complacency will hasten its decline into a state-endowed 
public school. 

The main cause of Oxford's malaise is its inflexible salary 
structure. Like train drivers and monks, dons eschew dif- 
ferential pay, treating it as a threat to communal life and a 
reminder of the commercial world many of them entered aca- 
. demia to avoid. Some international stars earn no more than 
uuu notorious duffers, specialists in semi-conductivity no more 
an experts on medieval knitting patterns. Such naivety 
e] Would be charming if Oxford's competitors shared it. They 


. don't. American universities have built up their reputations 


~~ largely by. applying simple principles of supply and demand, 

paying the going rate for sought-after talents. 

—. Goaded by the government, Oxford and other British 
- universities have begun to introduce more market-geared pay. 

Selected professors will receive bonuses of up to a third of 





A merica is right to propose switching farm quotas and other barriers into tariffs 


HT EISENHOWER could not have been more 
wrong when he said: ' Farming looks mighty easy when 
ough is a pen and you're a thousand miles from the 

^ As the pen puse in the Uruguay round of 








Oxford's fading charms 


] he best brains are leaving, because the University, not the government, 


GATTling gun for farms 









parties are sale too muda in de ci uds 
want them to take power until they have got the r 
ground. Yet a good scare is exactly what the Lik 
crats need. The upper-house election later this. 
fine chance for a nationwide poll that seriously scolc 
eral Democrats but does not—quite yet—go to the 
kicking them out. Please vote Socialist, Japan. 















their standard salaries. But where the London School: 
nomics has sprinted after new opportunities, Ox! 
dragged its feet. Its merit awards go only to profess 
have been in post for several years, so cannot be us 
tract high-flyers from outside. And tutorial fellows, : 
of Oxford's academic staff, will not be eligible for m 




































High tables, lowly lodgings 


The problem of the rigid salary structure tins be 
pounded by booming local house prices. T ie Oxi ord 
erty market is one of the most active in the: 
house prices quadrupling over the past decade. Incre: 
academics are differentiated not by merit but by age. 
dons, who bought houses in North Oxford 20 or 30 ye: 
sit on properties worth hundreds of thousands; new 
find it hard or impossible to get a foothold in the m: 
Professors recruited from Paris or Leeds have to tr 
cious homes for revamped council houses. Not surprisin 
more and more academics are deciding that Oxfo 
worth penury. Recent application lists for senior chei 
been depressingly short. ; 

This dearth of talent will grow worse. The m 
brains knows no boundaries. American universities 
cruited throughout the world for decades, and mo: 
ties in continental Europe are now starting to comp 
increasingly mobile and cosmopolitan students. The b 
to attract ambitious students is to have academics v 
ing power. Oxford has the name to attract the stars. C 
to its dons’ belief, it also has the money (see page 57). 
lacks is the right hunting attitude. Unless that cha 
beautiful spires will soon be cursed by mediocrity. 

















GATT trade talks have learnt, negotiating on word 
is next to impossible. They produced only dead 
cember, when trade ministers from 96 countries me 
treal, followed by a reconciliation on style but no 








































'enevain April, ^ ^ : 
he farm negotiations will resume in earnest next week. 
time they look more promising, thanks to American pro- 
ls for "tariffication". That is a monstrous word for a sen- 
idea: the conversion of import quotas, variable levies, 
e-gate prices and all other border measures on farm trade 
equivalent tariffs. Mr Clayton Yeutter, America's secre- 
of agriculture, glosses over the complications when he 
that a guide to the size of the equivalent tariff can be got 
btracting the world price of a farm product from the 
stic price. In some foodstuffs, most notoriously sugar, so 
of the trade is controlled that the world price is largely 
gless—and the scope for argument on the equivalent 
mited. m 

etheless, "tariffication" is the most promising way yet 
ed to break out of GATT's agricultural thicket. The 
lvantage of tariff over non-tariff barriers is that they 
sible, measurable form of trade protection. Once tar- 
et, the GATT negotiators will be on familiar ground— 
ble to do deals on their midnight strolls around Lake 
, just as they have done on tariffs for manufactured 
i the Dillon, Kennedy and Tokyo rounds. 

ie agreement Japan and America struck on beef in mid- 
ovides a how-to guide. First, quotas and other barriers 
orts of beef into Japan were assessed as equalling a tariff 
about 9696. Second, the Japanese agreed to phase out the 
otas and other blocks on beef imports and to replace them 
h a tariff of 70% in 1991. Third, they agreed to cut the 
ariff to 60% in 1992 and 50% in 1993, and to subject it to 
ltilateral trade negotiations thereafter. 

But tariffication will not get anywhere if the Bush adminis- 
tion overplays its unusually strong negotiating hand on ag- 


exican miseries. 




















President Salinas deserves help on debt | 


. no fun running Mexico. The poor get poorer and 
ore numerous all the time. The rich keep their money 
id. Foreign banks ask for the money back that they lent 
oil prices were too high. The United States government 
t wants those foreign debts relieved, but does nothing 
ical about it. Other potential lenders, including the In- 
tional Monetary Fund, demand reforms—austerity, 
subsidies, privatisation—as the condition of fresh 


ie needed unpopular action, turning voters against 
his rich well-wishers tell him to be more democratic. 

e elections in two states on July 2nd were a democratic 
d Mr Salinas's Institutional Revolutionary party (PRI) 
etter than expected, Michoacan, in the poor south, is 
tronghold of the pri’s star defector, Mr Cuauhtemoc 
enas; his Democratic: Revolutionary party hoped to 
control of the state congress from the president’s party 
e first time in 60 years. Wait till Sunday for that result. 
Baja California the pri conceded defeat in the race for 

















h eadership and some new electoral honesty have arrived in Mexico. 


. While President Carlos Salinas de Gortari struggles to - 





riculture in Geneva (see page 31). If the GATT negotiators are 
to withstand the pressure from such mighty domestic farm 
lobbies as America’s dairy farmers, Japan's rice growers and 
Europe's cereal barons, they will have constantly to keep in 
mind the interest they all share in making a success of the 
agricultural talks. | : 


Prizes on a plate 


Every country will benefit if farmers grow less for govern- 


: ments and more for markets. That is plainly true of rich-coun- 


try consumers. They would be helped by better access to mar- 
kets through the conversion of border measures into tariffs, 
and by the phasing-out of export subsidies on farm products 
that the Americans are also proposing. - i | 
What about the developing countries? The southern 
hemisphere has suffered too long from having its comparative 
advantage on some foods blunted by northern protectionism: 
New Zealand could sell much more lamb and butter, Bot- 
swana much more beef, the Caribbean much more sugar t 
Europeans if only the EEC would let them. If Mr Yeutter gei 
his way, poor countries will no longer be showered from time” 


to time with subsidised farm surpluses from North America 


and Western Europe: American wheat in Egypt and rice in 
Senegal, for example. Those surpluses may have helped con- 
sumers, but they ruin farmers.. — ^ 

Even Russia, not yet a party to the GATT, is a long-term 
loser from the present arrangements. When President Bush 
agreed recently to subsidise sales of American grain to Russia, 
he reduced internal pressure on Mr Mikhail Gorbachev to 
make the farm reforms that are essential to the Soviet 
Union’s prosperity. Nobody gains by compromising on com- 
parative advantage. 





the state governorship to the pro-business National Action 
party—the governing party's first defeat in 60 years. 

If this is not just a token example of fair play, but rather 
the start of a new fashion for honesty in elections, Mexico will 
be on its way to a multi-party democracy. The first results 
would have been still more impressive had they let in a left- 
wing party rather than a centre-right one. Even so, a pattern 


_has been broken. 


_The peculiar one-party system that has run the place since 
1929 lets the outgoing president pick his successor, and the 
party then fixes his election for six years of supreme author- 
ity. Last December this arrangement gave Mexico a president 
who is educated, modern, cosmopolitan—and blessed with 
about as much popular appeal as a Midwestern high-school 
principal. Many local PRI bosses would have preferred a polit- 
ico like themselves, so put only half their hearts into the presi- 
dential campaign. A few split off with Mr Cardenas, to co- 
alesce into his new party with - groups from further left, 
Eventually Mr Salinas claimed just under 51% of the total 

























rigging that was less spectacular than 
ut it, Mr Salinas would probably have lost. 
a rotten system gave him the job, Mr Salinas 
rtlingly well. He has set vigorously about the 
of Mexico's corruption: the leaky oil industry, 
ng trade unions, the rotten stock exchange, the 
e drugs traffic. The people like all that, as far as any- 
an tell. But though he is struggling to do what the IMF 
s, in the short term the economy does not and cannot 
respond. So the voters do not back him. 
























< Ready for toughness 
Mr Salinas’s choice of ministers shows that he expected trou- 
Je from the start. The main economic ministries are held by 









it City at abe 1968. 8 Olympic sa er more than 
: smear students were shot down. If Mexicans do 





Stockbroking and investment banking are again a cottage industry 


VER since 1987, when the worldwide boom in stock and 
bond markets came to an abrupt end, the buzzwords of 

the broking and investment-banking businesses have lost 
their buzz. First to go was globalisation, the idea that a brave 
new world of competitive, high-tech financial markets would 
be dominated by a few worldwide, monster firms. Next was 
the notion that even in a domestic or regional market the 
winners would be integrated conglomerates, able to offer a 
full range of services from their supermarket shelves. Those 
disappointments could be lived with, given a closure here, a 
lundancy there. The latest candidate for de-buzzing could 
ove more awkward. It is market share—the belief that, in 
the end, a firm with a large share of any financial market is 
-sure to be profitable. It looks increasingly likely that this high 

hope, too, will be wrong. 

The City of London is where the relation between market 
share and profitability looks most tenuous. The latest firm to 
announce job cuts, James Capel (see page 77), is one of the 
biggest and most respected of brokers. Smith New Court, 
which announced financial losses on June 30th, is one of the 
largest market-makers in equities. The other top firms in equi- 
ties and gilts—Bzw, S.G. Warburg, ugs, Midland Montagu— 
are merely washing their faces. In time, it is said, that will 
change: today's low profits are the result of over-capacity and 
low turnover. After a shake-out (other firms, of course, not 
| ours) and when markets revive, the profits will return. 

Will they? Try a more alarming prospect: fewer firms will 
rantee milder competition. Oligopolies can be bitterly 

mpetitive, especially when the barriers to new entrants are 
ise In the trading and broking of shares and bonds, a large 
















Without that hold over information or market entry 


market shar mey: not t yield abundant profits—and for good 





know Mr TEUERME is on the v Mr 
as American ambassador tò Maoi is Mr John 
long a supervisor of tough policies in Central Ame 
If he is not going to rig elections, Mr Salinas w 
losing them until his harsh reforms deliver rewards. * 
will be brought nearer if the capital that rich Mexic 
abroad is attracted home, to an economy in which 
private investment is as profitable as lending to- 
ment. But the debt itself is stopping that: the co 
bles from one debt negotiation to the next (see p: 
petuating the uncertainty that keeps frightened d 
Mr Salinas deserves a break from the creditor. 
of them North American. They need leadership, rati 
money, from the United States government, who e 
far has been the well-meaning Brady plan w 
bankers nor the Mexicans can peace y: A 












































for the political reforms to match his b economic 
and his new electoral honesty, and show Latin America 
the United States really is democracy's best friend 





reason. 

The culprit is the computer. The arrival of cheap 
ing and telecommunications was supposed to turn fit 
intermediaries into worldwide insomniac traders, 
power to those able to invest in equipment and to back 
trading positions with huge amounts of capital. With: 
sight, that was wrong: computers are killing the brokin 
ness, at least in its current form. In markets, as Ivan 
would confirm, the best source of profit is inform 
others do not have. What the microchip has done is t 
information cheaply available to everybody. Worst o 
has made it available to the customers. | 


A share is a share is a share 
Cheap information is what stymied the idea of domin 
the financial conglomerate. Corporate treasurers an 
tional investors can now pick the best cherries from ea 
rather than using one supplier. And this calls into qi 
quite what value even a specialised intermediary 
Most bonds and even, these days, many shares ar 
modities; the difference between buying them at Sm 
Court, or Salomon Brothers, or a tiny boutique is lit 
than price and efficiency of service. It was barriers 
plus information—good contacts, research, naught 
that allowed the old low-tech City brokers to take. af 





little that a traditional firm can charge for, virtually 8 
of its size or its market share. w 
It is this basic change in their business wich which 
and investment bankers must come to terms : 
return to the quality of the people who work i in brokin 








































than to the size of th h infor 
ilable to all, what counts is understanding that informa- 
n, producing new ideas about it and cultivating personal 
tions with clients. 

Broking and investment Pune are again becoming cot- 
e industries. Those in possession of a saleable advantage 
be better off setting up their own small firms and subcon- 
‘ting any bulk services they need, such as computing, deal- 
r distribution. This is already happening in America in 
ger advice, with young profitable firms such as Blackstone 
Wasserstein Perella, and it is catching on in London. For 
announcement of job losses, there is a new boutique of 


:RMIT us a wry smile as we look back 50 years at the 
rguments between European governments in the last de- 
‘of the twentieth century. The tradition of national 
ey still obsessed them, though electronic markets had 
ered its appeal obsolete. A mirage misled enthusiasts for 
ropean union, and horrified Europe’s nationalists. This 
“age was the idea of a federal super-state, or a United States 
f Europe. Few saw that European governments were pio- 
eering a supranational order of independent states—one 
t might have swept the world, but for the wars of i immigra- 
on and religion that have now engulfed us. 

Their outbreak ended 30 exceptional years in which eco- 
ic reason was allowed to shape world politics. National- 

had shaped it in the first two quarters of the twentieth 
tury, and ideological rivalry in the third. But then, for as 
gas warfear held armies in check, an alliance of technology 
onomic forces drove the world. It shook the great lie 
Xf communism and some smaller ones out of American 
alism. In Europe it worked powerfully on a Community 
ates whose collective political will had become jaded. 

e Community's members—in those days there were 
—aunched a campaign in the late 1980s to create an 
European market. This worthy-sounding venture 
eda shattering experience for those who clung to the 
ief that jurisdictional sovereignty could coexist with truly 
trade. It could not. Trade, in economies dominated by 
ces and protected by red tape, had become too intrusive. 
ral rules proved indispensable to prudence in finance, to 
rality in the media, to clean air, to fair competition, to 
ect taxes—the list grew remorselessly y longer. 

uch rules required rule-makers. Rule-makers meant a 
for some democratic process to control them. This could 
led to political impasse; but it did not. Europe was too 
y set up to resist the force of this logic. The central rule- 
rs were already comfortably ensconced in the Brussels 

mission, and national laws were, by treaty, already subor- 
re to their directives. = 

ut the federalists were disippoinsed. too: Countries in 
hern and central Europe hurried to submit themselves to 
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ose early Europeans 


line: July 8 2039. Reflections on what was bothering the old world 


brokers or advisers of some 


high-rent City. ^ Ber | E 
The question for the big M will be whether they 

can adapt to this return to the cottage. Not only will they 

need to cut costs and learn to manage; they will also need to 


find ways to let their staff become intrapreneurial. The finan- 


cial giants of the future may well be little more than brands, 
having spun off regional and functional divisions to teams of 
managers who then trade under the name and buy in services, 
such as computing or distribution, from the parent. Call it 
Balkanisation, fragmentation or whatever. Without it, bro- 
kers and investment bankers face death from a diet of chips. 





members and was much too aoe aud dive rse to be more than - 
an association of states. Within these states people became, if 
anything, more attached to their own languages and their 
own cultures—within some, indeed, regions demanded the 
same devolution of power to them that their governments 
had guarded so warily from Brussels. Governments conceded 
some jurisdictional power to the centre, but they kept their 
constitutions and their armed forces self-contained. They 
thus preserved constitutional independence—and, with it,, 
their world standing as sovereign states. The European 
superstate did not emerge. ! 


Guard the card 


By 1990 the average Community country was OE TEN one- 
sixth of its GDP—the part of it sold to the rest of the Commu- 
nity—to an unnecessary foreign-exchange conversion cost of 
about 4%. Europeans knew by then that national mark ^^ 
were no longer large enough to sustain modern business. B... 
incredibly, they could not apply that awareness to the means 
of transacting it. Common sense was fogged by the argument 
between nationalism and federalism. Nationalists insisted 
that the right to issue coinage was a vital perquisite of sover- 
eignty. Yet the imagined power thus conferred, whether to 
raise money by inflationary stealth or to adjust the competi- 
tiveness of an economy, had long since been debunked. 

Federalists seized upon the idea of European money as a 
road to European government. They laid out plans for con- 
trol of government borrowing by Brussels, and thus. played 
into the hands of the nationalists. It took a decade of emo- 
tional haggling before a supranational central bank was given 
the mundane and methodical job of providing all Europe 
with an unyielding store of value and medium of exchange. 

At last, Monnet notes were printed, but not many. How 
rum, after such bitterness between those early Europeans, to 
be at war today, guarding the i integrity of the intelligent Euro- 
paycard and all it stands for. | | 












ASIA 


Do you sincerely want to 


be British’? 


FROM OUR HONGKONG CORRESPONDENT 


IR GEOFFREY HOWE can find a silver 
lining in the darkest of clouds: “What 
has happened in China has demonstrated 
clearly the value of the ‘one country, two sys- 
tems’ concept, not destroyed it... You will 
emerge from the trauma of Tiananmen, and 
you will go on consolidating your future as a 
‘at international city." At which 
int Mr Lee Wing-tat walked out of 
the Hongkong governor’s lunch on 
July 3rd, shouting: “This bullshit 
speech has insulted the intelligence of 
Hongkong Chinese.” 

Britain's foreign secretary is 
proud of the 1984 agreement he ne- 
gotiated with China. This says that 
when Britain gives Hongkong back to 
China in 1997 (when the lease on 
92% of the colony expires), China 
will guarantee Hongkong “a high de- 
gree of autonomy” for the next 50 
years, with the rights and freedoms 
Hongkong’s people now enjoy under 
the British. It was a better deal than 
he had thought possible. To tear it 
up, start again and try to create some- 
thing better does not look practical 
politics in either London or Beijing. 
(All the same, one luminary, Mr 
Helmut Sohmen, is proposing that 

» 1997 handover be followed by a 
itish leaseback.) 

Sir Geoffrey does not live in 
Hongkong. Mr Lee, a local politician, 
is one of the 5.7m Chinese who do. 
They had an uncertain faith in Chi- 
na’s communist government even be- 
fore June 4th, when tanks rolled over 
unarmed students in Tiananmen Square; 
now they have no faith at all. Who is Sir 
Geoffrey to preach the virtue of “one coun- 
try, two systems" —of Hongkong's capital- 
ism coexisting with China's communism— 
when the concept's inventor, Mr Deng 
Xiaoping, has proved as ruthless as any 
other Chinese emperor? To suspend their 
disbelief, Mr Lee and his colleagues want 
something that has been withdrawn: the 
right of abode in Britain. 
^ Their moral case is undeniable. Acts of 
1962, 1971 and 1981 have successively 
eroded the right that citizens of the British 
Empire and Commonwealth once had to 
live in Britain. Hongkong's people have an 
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added, sad, distinction: they alone in Brit- 
ain's imperial history will be handed over— 
without being asked—to communist rule. 
The 3.28m people born in the British colony 
will, in effect, be deprived of their birthright 
to be even second-class British. No wonder 
Sir Geoffrey was greeted by Hongkong s (as- 





And another thing... 


toundingly well behaved) demonstrators 
with shouts of "shame, shame”. 

But moral arguments alone will hardly 
move the British government, despite all the 
busy lobbying over the past few months. 
This has drawn a special inquiry by the For- 
eign Affairs Committee of the House of 
Commons, sympathetic editorials in Brit- 
ain's better newspapers, and then this 
week's visit by Sir Geoffrey, his eighth to 
Hongkong. To no avail. 

It is plain that Mrs Margaret Thatcher's 
government (Mr Neil Kinnock's would feel 
the same) is deeply reluctant even to try to 
persuade Britain's Parliament and voters to 
accept a large inflow of people of a different 
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colour and culture, and using a different l ar 
guage. Successive British governments hi 
seen immigration as a rock it is sensible ic 
steer clear of. They will not change cour: 
now, however persuasive the argument th 
industrious immigrants from Hongkong 
would benefit Britain's economy. $ 
Indeed, in one sense there is a difference 
of culture. Hongkong’ s essence is Chinese > 
Perhaps 1m people—a sixth of the colony 
population—twice marched in May to shov 
their support for China’s democracy move 
ment; this week fewer than 20,000 dem $ 
strated fór the right of abode in Brita ain 
Hongkong’s leading politicians, such as 
Dame Lydia Dunn and Mr Allen Lee, 
argue that Britain’s moral obligation 
to give right of abode would be pain 
less because the right would be p 
“insurance policy" that few woul 
ever cash in. The policy-holder 
would feel confident enough to sta 
in Hongkong and keep it rich. Ba ut 
British voters see passports as docu 
ments of allegiance as well as emer 
gency travel permits. To emba ira 
Sir Geoffrey and his colle: 
Hongkong’ s Chinese had better fi 1r 
out in larger numbers and wrapped ir 
the Union Jack. k 
Failing that, what will Britain b 
prepared to do to shore up the 1984 
joint declaration between Britain and 
China! Last week's report of the Fog or 
eign Affairs Committee recor m 
mended in part a “Bill of Rights" a 
faster progress towards represente 
democracy, including direct icd ons 
for all members of the Legislativ 
Council before 1997. Sir Geoffr 


Ael 


says he is willing to go in this dire 
tion. He adds that the Basic Law—th 
territory's constitution after 1997- 
must be re-drafted sq that China cai 
not declare a state of emergency it 
Hongkong and impose martial law. 
Those are decisions that could a 
should have been made months before 
tragedy of Tiananmen Square, to en 
that the joint declaration is followed in spit 
as well as letter. In the colony's pre: 
mood, they now seem like an evasion of. 
issue of right of abode. Sir Geoffrey is idi 
enough to promise an early remedy—fo 
ible repatriation—for those of Hong on 
46, 000 Vietnamese boat people dismiss 
not "true refugees” (see box, next page). 
few weeks ago Hongkong's Chinese, whod 
not care to be charitable to other Asian 
would have applauded; now they accuse S 
Geoffrey, and the Foreign Affairs Co 2 
tee, of dangling a red herring. Hongkong 


ki 









































ra seas eT 


But Howe? 


N THE last day of his trip to Hong- 
kong Sir Geoffrey Howe turned his 
mind to. the colony's other pressing 
roblem: the Vietnamese boat people 

lo are sailing in on every tide. On a 
it to a camp for boat people he said 
greement was near with Vietnam on the 
orced repatriation of those the au- 
Orities decide not to treat as genuine 
fugees. “I believe the flow will be mov- 
in the opposite. direction quite 
3," he said, displaying a cheerfulness 
at had been markedly absent during 
e rest of his Hongkong visit. 

If Sir Geoffrey is right, Vietnam must 
ave had a sudden change of heart about 
he enforced repatriation of its people. 
it last month's Geneva conference on 


iinister, Mr Nguyen Co Thach, turned 
idea down flat. Since then Hong- 
ng's security minister, Mr Geoffrey 
arnes, and the governor's political ad- 
iser, Mr Dick Clift, have visited Hanoi, 
ut whatever talks they had with the 


islators said the committee "had discred- 
the time-honoured British tradition of 
ty and honour". One legislator, Mr Da- 
id K.P. Li, called its report "lamentable . . 
thout sympathy, perception, understand: 
vision or even a sense of reality”. 

Sir Geoffrey will doubtless not be 
ed. He is prepared to offer an insurance 
y which will allow “people in both the 
ic and private sectors on the basis not 














ie value of their service to Hongkong” 
yoy a right of abode in Britain. Rumour 


year for the next eight years. The divi- 
potential of favouring the civil service 
private-sector experts is obvious. 
aybe, as memories of Tiananmen 
ire fade, Britain will be lucky: Hong- 
y people may stop their clamour for 
-Parliament will not give, and will get 
ith making money. But although mem- 
. may fade, they will not disappear. 
ast year some 45,000 of Hongkong's 
and brightest emigrated to seek more 
in futures abroad. This year the brain 
n will be worse (applications at one con- 
€ are running at six times the pre- 
anmen Square rate). If the flow is not 
med, then at some point Hongkong will 
ts international magic. Meanwhile, 
s one other fear: that the divisive po- 
of Britain's right-of-abode policy will 
me real—and that an increasingly re- 
ful population will make the colony in- 
ingly hard to govern. 








he future of the boat people, its foreign - 
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ly of connections with Britain, but also - 


ves this could mean 50,000-60,000 peo- 


lower house, have the right to 


E 
| 
| 
Vietnamese have remained secret. | 

Another secret is just what enforced. | 
repatriation—or its officially favoured 
euphemisms, "mandatory" or “involun- - 
tary” repatriation—would mean in prac- | 
tical terms. At Geneva neither Sir Geof- | 
frey nor the governor, Sir David Wilson, | 
would be drawn on the means by which 
thousands of Vietnamese could be | 
forced back to the country they have es- 
caped from. Any official violence against 
the boat people would severely damage 
Britain's reputation. Enforced repatria- 
tion would be opposed hy the United 
Nations High Commissioner for Refu- 
gees and by the United States, the refu- | 
gees’ main haven. 

Is it possible, though, that Britain and | 
Hongkong are bluffing? At Geneva a | 
British official privately agreed that the 
boat people could not be sent back | 
screaming and struggling. Implying that 
they would be was "terror warfare" de- | 
signed to deter more people leaving Viet- | 
nam. If bluff it was, it has been called. | 


Japan 


Portents of 
disaster 


He shot itself in both feet, Japan’s 


ruling Liberal Democratic party 
started hobbling around the hustings this 


week in a desperate bid to preserve its major- 


ity in the upper house of the Diet (parlia- 


ment). The election for half the 252 seats in 


the upper house will take place 
on July 23rd. To hang on to 
control of the chamber—and 
thus, given its majority in the 


choose the prime minister— 
the party is going to have to 
win at least 52 seats. Pollsters 
reckon the party will be lucky 
to get 40. 

Its latest humiliation was 
in Tokyo's local election on 
July 2nd. With 9m registered 
voters, esi Metropolitan 
Assembl y election was treated by all parties 
as a dress-rehearsal for the upper-house elec- 
tion. The Liberal Democrats' share of the 
128-seat assembly crumbled by a third— 
down to 43 seats. In a repeat performance of 
the previous week's by-election in Niigata 
prefecture, the Socialists trounced all-com- 
ers, tripling their number of seats in the To- 
kyo assembly from 12 to 36. 


Joy for Doi 


id d. the producer price for rice at last yea 








. The people of [japan have been outrage 
bs the Liberal Democrats’ indifference to 
the bribery and corruption issues of the past 
six months, and by the party’s seeming un- 
willingness to mend its venal ways. Leading 
politicians, including the former prime min- 
isters Mr Noboru Takeshita and Mr 
Yasuhiro Nakasone, are out of public fa- 
vour, even though they have not been pros- 
ecuted in connection with the Recruit scan- 
dal. Nor has the public forgiven the ruling 
party for bulldozing its 396 consumption tax 
through the Diet against the opposition's 
resistance. 

Farmers, once loyal, are angry about the 
government's concession to importers of 
beef, oranges and other foods. They were 
bystanders in the Tokyo election, but some 
30 agricultural organisations have vowed 
not to support the Liberal Democrats in the 
upper-house election. Then there is the sex 
scandal involving the new prime ministe” 
Mr Sosuke Uno. His weakness for tarts h 
drawn ridicule, or, among some women vot* 
ers, anger. 

So even normally loyal conservatives 
voted left—attracted as much by the Social- 
ists' thoughtful leader, Miss. Takako Doi, as - 
by the opposition party's pledge to abolish 





the 396 consumption tax. "Mise Doi knows - 


she is not going to win outright control of 
the 252-seat upper house this month. The 
ruling party has 142 seats in the upper 
house, only 69 of which are up for re-elec- 


tion. About the best the Socialists can ex- 
` pect to do is win 41 seats, which (together e 


with their 21 seats that are not being con- 


tested) would give them a total of 62 seats in 


the upper house. That is not enough to give 
them control, but could perhaps be enough 
to prevent the Liberal Democrats from hav- 
ing a majority. 

The Liberal Democrats still have a trick 
or two to play. The party has promised to 


level instead of lowering | 
That should cheer a lot of 
farmers. The government is 
-postponing plans to reform the 
national pension scheme, a 
likely relief to many elderly Jap- 
anese. Better tax breaks for 
housewives working part-time 
are being rushed out. In addi- 
tion, a special fund is being 
cobbled together out of last 
year's tax surplus to provide a 
X700 billion ($5 billion) tax cut 
for later in the year. — 
Vues Mr Uno is being kept off 
the streets. Next week he will go to Paris for 
the meeting of the seven leading industrial 
countries. After that, he will be kept busy in 
his office while the party bigwigs decide 
what to do with him. Mr Uno looks like be- 
ing remembered for at least one thing: the 
nid: serving prime minister for decades. 
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become an important European financia 
centre and the German capital market more ` 
Rad than ever before. JU: its s E. 


ing pios ns 
Global perspectives are only part of 
it takes to make a bank a partner for other 
banks throughout the world. Equally impor- 
tant is the ability to understand each individ- 
ual problem and to create the customized 
solution - the style of a merchant bank, 
which BHF-BANK has cultivated for more. 
than 100 years. | 
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Australia 


The bad state 


FROM A CORRESPONDENT IN AUSTRALIA 


UEENSLAND describes itself in pro- 

motional blurbs as “beautiful one day, 

perfect the next". After two years 
spent in interviewing a selection of Queens- 
land’s brothel-keepers, drug-runners, illegal 
bookmakers, policemen and politicians, Mr 
Tony Fitzgerald begs to differ. He led a com- 
mission of inquiry into corruption in Aus- 
tralia’s most prosperous state. The commis- 
sion’s findings, published this week, reveal a 
political system where cronyism flourished 
and corruption became entrenched. 

Mr Fitzgerald, a lawyer, got his brief af- 
ter a television programme had reported po- 
lice involvement in race-fixing, gambling, 

ostitution and drug-peddling in Queens- 
„ad. His commission uncovered a web of 
corruption and financial irregularity that 
reached from the strip-joints of Fortitude 
Valley, Brisbane's red-light district, to the 
offices of Queensland's elderly and eccentric 
former premier, Sir Joh Bjelke-Petersen, and 
his police commissioner, Sir Terence Lewis. 
Along the way, 60 of 67 people tried on vari- 
ous charges have been found guilty. Pros- 
ecutions are pending against at least another 
70 people said to be involved in 
irregularities. 

Mr Fitzgerald says the investigation 
could have gone on for ever, but it appears 
he had more than enough evidence to iden- 
tify the root of the problem. Rigged electoral 
boundaries set the stage for the rigging of 
practically everything else in Queensland. 
The electoral system is comprised of four 
zones whose boundaries are drawn up by an 
electoral commission that reports to the pre- 
mier, not to parliament. Different weights 

attached to the value of votes in each 

ie. In conservative National party strong- 
holds, one vote has the value of three votes 
in another zone. Queensland’s National 
party has run the government for 32 years, 
retaining office largely because of this gerry- 
mandering. In Mr Fitzgerald’s opinion, the 
restraint of possible electoral defeat has 
been missing for a considerable time. 

Street-level police corruption was aided 
and abetted at the highest level for years. A 
criminal syndicate paid a senior policeman 
A$38,000 ($29,000) a month to safeguard 
its A$30m-a-year vice ring. The relationship 
between Sir Joh and Sir Terence provided a 
decade during which the police force ex- 
panded its power and influence over politi- 
cal decisions. Mr Fitzgerald’s report criti- 
cised the state cabinet’s involvement in 
public-service and judicial appointments 
and awarding government contracts. Any- 
one daring to criticise the state government 
risked getting a writ alleging defamation. 

The commission found no impropriety 
© THE ECONOMIST JULY 8 1 


à 


989 
























in Sir Joh’s financial dealings. Sir Terence 
has left the police force. Mr Fitzgerald left 
the naming of names to the special prosecu- 
tor assigned to the commission. Mr Mike 
Ahern, who took over as premier from Sir 
Joh 18 months ago, has said he will change 
things. However, his National party has in- 
dicated that it is in no hurry to reform the 
electoral system before the next election, 
due by the end of the year. 

Mr Ahern called on the federal govern- 
ment and other state governments to start 
their own corruption inquiries. The other 
states said that Mr Ahern was trying to draw 
attention away from Queensland. Yet New 
South Wales recently set up a Commission 
Against Corruption. Tasmania has a par- 
i ribery scandal. Mr Ahern may 


ndia and Sri Lanka 


On with the hunt 


FROM OUR DELHI CORRESPONDENT 


N THE end, he could not insist. Sri Lan- 

ka’s President Premadasa has backed 
down from his demand that the Indian 
peacekeeping force should leave the island 
by the end of July. In a letter on July 3rd to 
the Indian prime minister, Mr Rajiv Gan- 
dhi, he said he was prepared to discuss a 
timetable for the withdrawal. He had little 
choice, India having made it clear that it was 
not going to be hustled out of the country. 
Mr Gandhi spared Mr Premadasa further 
humiliation by agreeing to a “time frame” 
for bringing the soldiers home. But the Indi- 
ans are determined to destroy the remaining 








Tamil Tiger guerrillas before they go. This 
week they went into the northern jungles in 
force in an operation codenamed “Storm”. 

India has been disturbed by reports that 
the Premadasa government has done a deal 
with the Tigers, promising them a free hand. 
in the north-east against other Tamil groups. 
who have laid down their arms. These Tam- 
ils support the North-East Provincial Coun- | 
cil, which has been given a degree of auton- 
omy. If the Indians went while the Tigers. 
were still active, the council's members. 
would almost certainly be killed. 

Mr Gandhi's refusal to pull out at once 
is not just because he does not want to re- - 
treat in an Indian election year. The past 
month has seen a closing of ranks in India 
behind the government on this issue. In par- 
ticular, Mr Gandhi now has the support of 
the chief minister of Tamil Nadu, the home 
of India's 55m Tamils. The chief minister. 
had been a virulent critic of Mr Gandhi's 
policy, accusing the prime minister of seek- 
ing Indian hegemony throughout South 
Asia. But on July 2nd, fearing a bloodbath if 
the Indian army left, he asked Mr Gandhi to 
ensure the safety of Tamils in Sri Lanka. In- 
dia’s opposition coalition, which had previ- 
ously called for an immediate withdrawal 
from Sri Lanka, has now dropped this 
demand. E 

Indian intelligence reports now even a 
cuse the Premadasa government of arming 
the Tigers, on the ground that they both 
have an interest in getting the Indians to go. 
The Tigers have suffered heavy casualties at 
the Indian army's hands. Mr Premade sa 
thinks that removing the Indians would ap- 
pease the People’s Liberation Front, the p T 
sionately nationalist Sinhalese group fight- 
ing the government in southern Sri Lanka. 

Mr Premadasa may find his new- 
found Tiger friends hard to deal with. 
[n a letter to the president, written.on 
June 30th, Mr Gandhi asked if the Ti. 
gers had given up their aim of a sepa- 
rate state in Sri Lanka, and whether 
they had promised to renounce. vio: 
lence. Mr Premadasa could not say. In 
a radio interview the Tigers’ principa 
negotiator, Mr Anton Balasingham, 
said they had no intention of laying 
down their arms. Mr Premadasa’ 
move has caused uneasiness withir 
his own party. Three of his ministers 
have spoken against a hasty pull 
by the Indian soldiers. a 

Mr Gandhi has halted the stage 
withdrawal that began last Octobe 
So far some 9,000 troops have re 
turned to India. No more will com 
back, India says, until the Tigers, o 
what remains of them, give credibl 
assurances of an end to the violence 
in northern Sri Lanka. Given the Ti- 
gers’ record of broken promises, In- 
dia will need a lot of persuading. 
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A jhanistan 
How nice to find 
a third way 

FROM OUR SPECIAL CORRESPONDENT IN KABUL 


_A SPOKESMAN for the Afghan guerril- 
£ AX las in Pakistan was angry at the sugges- 
tion that the Kabul regime seemed stronger 


~ 


than ever. "They are not strong,” he said 
sharply, "it's just that we are weak.” Absurd 
as it sounds, that about catches it. After the 
guerrillas’ failure to capture Jalalabad, the 
government in Kabul feels it has a good 
chance of surviving—unless the guerrillas 
and their backers abroad get cleverer. 

— With their supply of Stinger anti-air- 
craft missiles running low, the mujaheddin 


CI 
guerrillas are losing their protection against 
the government's air power. The Kabul re- 
gime's soldiers are stiffened by fear of the 
looting and killing which might follow a 
guerrilla storming of the towns. And Presi- 
dent Najibullah has ingeniously divided his 
enemies, by offering to let guerrilla com- 
manders go on running their own bits of ter- 
ritory provided they cause the government 


‘no trouble. No commander wants to see his 

men killed, and his own influence weak- 
ened, in an attack which is not backed up by 
other groups. This lack of trust has at least 
temporarily weakened the mujaheddin. 


, The regime, by contrast, is looking more 
united than before. This is partly because, in 
the words of one Politburo member, “with 
the Russians gone, it is life or death for us." 
Another factor is President Najibullah's 
logged skill at coping with his problems. 
some of the men around him say they now 
see no reason why the president should not 
stay in office indefinitely. Unless the muja- 
heddin win the war outright—which looks 
increasingly unlikely—the only things that 
could shift him are Soviet pressure and the 

lefection of many of his present supporters. 

— An intelligent peace proposal from the 
mujaheddin and its backers would be the 
likeliest way of bringing this about. That 
does not mean the guerrillas’ acceptance of 
the "coalition" offered by the government, 
which nobody in Kabul takes seriously. To 
judge by conversations with members of the 

'egime, the proposal they most fear is one 
for a neutral government which had the 
backing of ex-King Zahir Shah. This would 
be popular with Kabul's middle class, which 
is deeply hostile to the regime, although it is 
unclear just how much power a royal gov- 
ernment could exert in the country as a 
whole. The middle class would just about go 
on tolerating Najibullah & Co if the only 
alternative were a government of the 
mujaheddin, including all the fundamental- 
ist toughs which the exceedingly loose resis- 
tance coalition contains. 


= It seems that Pakistan's prime minister, 
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Miss Benazir Bhutto, would like a neutral 
government but, perhaps under pressure 
from her army, perhaps even from the 
Americans, she is still publicly backing the 
mujaheddin. The Bush administration in 
Washington has tipped a polite hat at the 
idea of a political settlement but still seems 
to be pursuing a military solution. The State 
Department and the new American envoy 
to the mujaheddin talk of continuing Amer- 
ican support for the “interim government” 
set up by the Pakistan-based politicos who 
claim to lead the guerrilla movement. These 
squabbling party leaders are viewed with 
scepticism by most of the guerrillas’ field 
commanders, the men who got rid of the 


Lies, damned lies 


Y 
F THE Big Lie does not work, eM 


smaller ones. The Big Lie, announced 
a month ago to worldwide derision, was 
that there was no massacre in Beijing on 
the night of June 3rd-4th, and that most 
of those who died were soldiers hero- 
ically battling a bunch of well organised 
"counter-revolutionaries". It did not 
work because western television cameras 
had captured the real story and beamed 
it directly into the world's living rooms. 
[n an attempt to limit the damage done 
by the Big Lie, on July 1st China's prime 
minister, Mr Li Peng, came up with a 
new version of the Beijing massacre: that 
live ammunition had to be used against 
demonstrators because the troops were 
unprepared for crowd control and did 
not have enough tear gas and other riot- 
control equipment. 

A smaller lie, perhaps, but a lie. Chi- 
na's leaders had several weeks to prepare 
for the assault on Tiananmen Square. 
Tear gas had been used against the stu- 
dents outside the party high-ups’ com- 
pound near the square. And Mr Li's 


er 


Li Peng limiting damage 












Russian soldiers. 

If the Americans pin their colours to 
this “interim government", they cannot 
make serious proposals for its abolition in 
favour of something which the Russians 
might accept themselves, and make Mr 
Najibullah accept too. They will also be as- 
suming an outright guerrilla victory. If vic- 
tory fails to materialise, the Americans will 
find themselves far out on a limb. In the 
words of one western diplomat in Islam- 
abad, "the most effective weapon in the Af- 
ghan war today is called peace. At the mo- 
ment, the Russians and Najibullah are using 
it, and we are not”. 





lame explanation for the slaughter fails 
to explain not only why the soldiers did 
not use rubber bullets, but why some of 
them neglected to use even the ordinary 
bullet, preferring the armour-piercing 
kind: and that, in some cases, they were 
used against Beijingers doing nothing 
more "counter-revolutionary"' than bicy- 
cling to work. 

The second smaller lie now being 
spread is that, yes, some students were 
killed on June 4th (36, says the govern- 
ment), but that none died on the square. 
Reports from student leaders who have 
fled China and from other eye-witnesses 
agree that most students were allowed to 
leave the square, but that those who re- 
mained were fired on by troops. Western 
estimates of perhaps as many as 5,000 ci- 
vilians killed now seem high. But the 
original official insistence that most of 
the casualties were soldiers is false. 

According to the Xinhua news 
agency, on June 30th the Central Mili- 
tary Commission conferred the title of 
"Guardian of the People's Republic of 
China" on “the ten officers 
and soldiers who were 
killed or burned to death by 
hooligans ^ during the 
counter-revolutionary re- 
bellion". So it would seem 
that either the original re- 
ports of "scores", even 
hundreds, of soldiers killed 
were untrue, or most of the 
army's deaths occurred 
when soldiers fired on fel- 
low-soldiers. 

Before martial law was 
imposed some Chinese 
journalists had taken part 
in the demos. "Don't be- 
lieve what we tell you, we 
print lies,” one of their 
placards said. Quite so. 
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E MURDER’ 


But did God plan for trimesters 





The fearful politics of abortion 


WASHINGTON, DC 


OR 16 years American politicians have 
not had to take a stand on abortion if 
they did not want to. By asserting a woman's 
private right to an abortion in the early 
stages of pregnancy in 1973, the Supreme 
Court took the issue out of the political 
ena and into the judicial one. One after 
= yother, laws regulating abortion were 
struck down by the court as contravening 
that constitutional right. Now one has been 
upheld. The issue is again a political one. 
The only immediate effect of this week's 
decision, in Webster v Reproductive Health 
Services, will be to make it slightly harder to 
get a legal abortion in the state of Missouri, 
by outlawing abortion in all public 
institutions—which includes private hospi- 
tals on public land. Reproductive Health 
Services, the clinic that brought the case 
against William Webster, the state's attor- 
ney general, will not be affected because it is 
private. Since most abortions are done in 
private clinics, abortion is not suddenly go- 
ing to vanish even if other states copy Mis- 
souri's law. So why was it "not possible to 
exaggerate the nature of the tragedy that 
happened today", in the words of the lawyer 
who argued the clinic's losing case? 
The answer lies within the written opin- 
ions of the judges. A clear majority of the 
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nine justices have all but given notice that 
they will dismantle the precedent set in 1973 
by Roe v Wade, which established a wom- 
an's private right. One justice, Mr Antonin 
Scalia, called for overturning Roe. Two, in- 
cluding the newest member, Mr Anthony 
Kennedy, joined the chief justice, Mr Wil- 
liam Rehnquist, in demolishing the logic be- 
hind Roe before declaring it irrelevant to 
the present case. A fifth, Mrs Sandra Day 
O'Connor, repeated her misgivings about 
Roe's "problematic" logic. 
The court announced it 
would take the unusual step of 
considering three more abor- 
tion cases in the next term. 
One of these cases seemingly 
cannot be decided without 
tackling Roe v Wade head on. 
It concerns an Illinois law that 
requires private abortion clin- 
ics to be as well equipped as op- 
erating rooms in hospitals. 
Since this would drive clinics 
out of business, it would, ac- 
cording to the court's previous 
interpretation of Roe v Wade, 
be unconstitutional because of 
its effect on the right of women 
to have abortions during the 
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first trimester. E 

In deciding Roe v Wade, Justice Harry 
Blackmun divided pregnancy into three tri- 
mesters. In the first, abortion was a womai X S 
private right, shielded by the constitution's 
implied protection of privacy. In the second l, 
state on abortion, but only for the ai of 
the woman, not for the good of the foetus. 
In the third, during which the foetus. was 
deemed viable outside the womb, abortio à 
could be altogether proscribed by states. _ 

Conservatives have long argued that V 
Blackmun and the precedents he relied on 
failed to prove the existence within the con: 
stitution of the right to privacy. Even man 
pro-abortion liberals agree. But the cour 
has repeatedly struck down all laws chara 
ulate abortion even in the second trimeste: 
with the exception of laws that forbid th 
use of public money for abortion. It has nov 
upheld a law forbidding even e 
nanced abortions in public institutions. — 

The Missouri law does two other thing 
It defines life as beginning at conceptioi 
This the majority ignored as an abstra 
statement of no legal significance (Jus 
John Paul Stevens disagreed, MA 
statement was theological and Ax an- 
constitutional). And, more span i | 
requires doctors performing abortions 2 
20 weeks of pregnancy to test first whet i 
the foetus is capable of independent sur- 
vival. If it is, abortion is not legal under an 
other Missouri law. a2 

This is the part of the case that ould 
have brought down Roe v Wade. A plural 
ity of four justices argued that the law pre re: 
sumed the 20-week foetus viable unless h 
doctor proved i it not. This presents practic 
difficulties: it is hard to test for effective lung 
function, the crucial factor at such a youn, 
age, except by means (amniocentesis) m 
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-|| TMPATIENT conservatives used to la- 
E | A ment Mr Ronald Reagan's failure, dur- 
| ing his presidency, to consolidate the 
|| right-wing reforms he believed in. They 
|| had only to wait. Mr Reagan's all-impor- 
|| tant legacy is a Supreme Court with the 
|| numbers to finish much of the unfinished 
|| business of the Reagan revolution. Su- 
| preme Court justices have, in the past, 
pulled political surprises on the presidents 
| who appointed them: the tumultuous ses- 
| sion that ended this week shows that Mr 
|| Reagan chose more shrewdly than some of 
|| his predecessors did. 

| One man, Justice Anthony Kennedy, 
|| has made all the difference. The court, 
|| over the past few years, has been nicely 
|| balanced politically, its decisions pleasur- 
|| ably unpredictable. Justice Lewis Powell, 
|| whose retirement gave Mr Reagan the 
|| chance of one last, vital appointment, was 
|| genuinely the man in the middle: a moder- 
p ate conservative, his pivotal vote tended 
|| to swing the court to the liberal side on 
|| social and religious questions, to the con- 
|| servative side on criminal matters. Mr 
|| Kennedy, Mr Reagan's third-choice re- 
|| placement, has voted consistently with 
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are dangerous to the foetus and the mother. 
More than 99% of abortions take place be- 
fore the end of the 20th week. 

— Viability was a benchmark vital to the 
logic of Roe. Before a foetus was viable, ar- 
gued Mr Blackmun, the mother's constitu- 
tional rights took precedence. The chief jus- 
tice now asserts that the state has a 
"compelling interest in potential life" not 
just after viability but throughout preg- 
‘nancy, a clear contradiction of Roe. 

— From this point, it might have been a 
short step to crush Roe altogether. But Mrs 
O'Connor would not go along. She dis- 
sented from the whole argument about tri- 
mester and viability. She did so not on the 
grounds that it was wrong but that it was 
- unnecessary to this particular case. The Mis- 
souri law refers only to potentially viable 
. foetuses (some claim 20 weeks is the youn- 
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| The conservative five 


the conservatives—31 times out of 33—in 
the court’s most important cases. 

His vote has given the conservatives 
the edge on abortion, civil rights, the 
death penalty and drug-testing. Only on 
relatively unimportant cases involving the 
First Amendment—enshrining freedom 
of expression—has the court surprised its 
conservative fans. It decided, to general 
dismay, that people should be free to dese- 
crate the flag and to hawk soft-porn gar- 
bage over the telephone. 

The newly empowered conservative 
five (Chief Justice William Rehnquist, the 
three Reagan appointees, plus Mr Byron 
White) have shown a certain restraint. 
With civil rights, as with abortion, the jus- 
tices did not overturn a landmark 
precedent; they preferred to narrow it, 
draining out most of its strength. Mr Ken- 
nedy himself defended the 1964 interpre- 
tation of a civil-rights law passed in 1866 
as consistent with "our society's deep 
commitment to the eradication of 
discrimination". But the justices then 
took a series of decisions that emasculated 
this law and others. It will be harder from 
now on for blacks and Hispanics to take 


gest age at which foetuses can survive) and 
Roe does not deny rights to the viable. 

Mrs O'Connor's views about Roe's 
logic remain ambiguous, leaving a slim 
chance that she would vote to uphold it. 
Citing judicial restraint, Mr Rehnquist and 
two other justices then also ducked the issue 
on the grounds that Roe was concerned with 
a different issue (criminality of abortions). 
So they left Roe “undisturbed” on its “Pro- 
crustean bed". This infuriated Mr Scalia: 
"Given the court's newly contracted 
abstemiousness, what will it take, one must 
wonder, to permit us to reach that funda- 
mental question?” 


Tomorrow's battle 


Emboldened by the Webster decision, anti- 
abortionists will now try to push through 
state and federal laws restricting abortion. 





their employers to court for discriminat- 
ing against them, and harder for them to 
win if they do decide to sue. 

For the past 35 years the court has 
been handing down decisions that helped 
minorities to overcome some of the 
longer-lasting effects of racism. That era is 
now ended. The conservative five have 
signalled that their support will go to col- 
our-blindness in employment, and that 
they will examine critically the measures 
(of variable quality) that were designed to 
help black Americans to catch up with 
white. Since blacks and Hispanics are still 
plainly behind, a burst of congressional 
activity, to balance the shift in the court, 
may be expected. 

On the death penalty, the court ruled 
that indigent people on death row have 
no constitutional right to a lawyer to help 
them in a second appeal against their sen- 
tences. It also decided that state govern- 
ments are within their constitutional 
rights in executing people who are men- 
tally retarded or who were only 16 when 
they committed their crimes. Judge 
Antonin Scalia, one of Mr Reagan's three 
appointees and probably the most aggres- 
sively conservative of all nine justices, ar- 
gued that there was no “national consen- 
sus" that executing young people who 
were under age when they committed 
their crimes was a cruel and unusual pun- 
ishment: he based his argument on the 
fact that a narrow majority of the 37 states 
which permit capital punishment do not 
make an exception for murderers who 
were under 17 at the time. 

The Supreme Court accepts about one 
case in every 25 filed. It listens, for one 
hour, to the arguments of lawyers. It then 
deliberates in private. The results of those 
private deliberations, this term, reveal the 
Rehnquist court to be at its prime, its con-« 
servative majority unassailable. 



























































Indeed, Mr Rehnquist virtually invited 
them to test the limits of his new doctrines. 
The next steps will probably be laws that re- 
quire parental consent for minors, laws that 
require waiting periods before the abortion, 
and laws that require all those having abor- 
tions to be shown pictures of dead babies 
and be presented with anti-abortion argu- 
ments first. Anti-abortionists are also seek- 
ing laws to prevent abortion as a means of 
choosing a child's sex, and others that 
would give the father a veto over abortion. 
The state most eager to pass anti-abor- 
tion laws is probably Louisiana. If Roe v 
Wade is overturned, seven states have laws 
that would automatically be triggered. 
About half the state legislatures are domi- 
nated by anti-abortionists, as is the House of 
Representatives, though not the Senate. 
The White House is occupied by a less fer- 
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vent antiabortionis than of late, but Mr 

. Bush this week repeated his call for a con- 
- stitutional amendment banning abortion. 

— In the country itself, poll after poll 

shows clear majorities favouring abortion. 












me 
be called pro-choice) had the law on 
ide, they tended to be politically apa- 
ic. By contrast, the anti-abortionists (or 
- pro-life) had the fervour of underdogs. An- 
tipathy to abortion is top of the list for peo- 
- ple who make their presidential choice on a 
-single i issue. The anti-abortion movement is 
prepared to adopt the tactics of civil disobe- 
À dience. Mr Randall Terry, of Operation Res- 
€ue, a group that pickets abortion clinics 
and heaps abuse on women who visit them, 
vowed to continue "sidewalk counselling". 
_ The pro-choice forces are hopeful that 
the Webster decision will galvanise their si- 
lent majority. They point to the success of 
eir march on April 9th when 300,000 peo- 
“ple converged on the Supreme Court. The 
movement has recently tried to borrow the 











techniques of its opponents by using ghoul- 
ish symbols of back-alley illegal abortions 
(red-daubed coat-hangers). They make 
much of the argument that some states, such 
as New York, will never voluntarily stop 
abortions, so rich women will always be able 
to travel to a place where they can have the 
operation. To this, an anti-abortionist re- 
plies: "You don’t resolve the crisis of a poor 
woman by killing a poor child.” 

And so abortion re-enters normal poli- 
tics. Most state legislatures will not be in ses- 
sion again until the autumn, so little can 
happen before then. Although Republicans 
tend to favour restricting abortion more 
than Democrats, the issue still cuts across 
party lines. Of the 27 state legislatures domi- 
nated by anti-abortion forces, 16 are Demo- 
crat-controlled and 11 Republican. Of 24 
governors with the same views, 16 are Re- 
publican and eight Democrat. Until they 
know the strength of the pro-abortion 
lobby, many politicians will be deeply 
unhappy. 





Campaign finance 
Try again 
WASHINGTON, DC 


IFTY years ago a comedian, Will Rogers, 

said that politics had become "so ex- 
pensive it takes lots of money to even get 
beat with". Despite various attempts at re- 
form in the 1970s—one of which, a limit on 
spending, was struck down by the Supreme 
Court as an infringement on free 
speech—that remark is truer than ever to- 
day. In the 1988 congressional elections, los- 
ing candidates for the Senate spent an aver- 
age of $1.4m each. The winners spent more 
' in $3m. 

Around a third of the $476m raised by 
candidates for both houses of Congress in 
1988 came from political-action committees 
(PACs), fund-raising groups with economic 
or ideological interests. On June 29th Presi- 
dent Bush issued a ringing proposal to abol- 
ish 90% of them—those supported by com- 
panies, trade associations and labour 
unions—as the centrepiece of a package of 
campaign-finance reforms. In their place, 
Mr Bush wants to permit higher spending 
by the political parties, which have been sur- 
passed by PACs as sources of campaign 
money in recent years. 

Despite being dressed in non-partisan 
clothing, Mr Bush's proposals are clearly 
pro-Republican. They were put together b 
his general counsel at the White House, Mr 





: ^. Boyden Gray, but bear the thumbprint of 


the controversial chairman of the Republi- 
can National Committee, Mr Lee Atwater. 
They also resemble proposals introduced 


intended simply to. derail onde 





previously in the Senate that were originally 


legislation. 

Most Democrats duly denounced the 
Bush proposals. Senator George Mitchell, 
the Senate majority leader, called the pack- 
age wholly inadequate; Mr Atwater's oppo- 
site number at the Democratic National 
Committee, Mr Ron Brown, termed the 
package of reforms a "fat-cat" protection 
act designed to help already rich 
Republicans. 

Since the richest PACs represent busi- 
ness, it might seem strange that the party of 
business should want to scrap them. It is a 
result of the amazing success of the Demo- 
crats, led by Mr Tony Coelho, erstwhile 
House majority whip and chairman of the 
party's congressional campaign committee 





in 1981-86, in Vends PACS f 
would do better to contribute to tl 
ity party and to incumbents than b 
go for Republicans. 
Over 6096 of PAC money raised 
went to Democrats, hardly any to. 
can challengers. But some wel 
ideological PACs—the National Rifle 
ation's, for example—tend to fave 
publicans. Mr Bush would keep group 
these, saying, correctly, that the: 
tion will allow no less. As for the big, 
for parties, the Republicans have alway 
more money than Democrats. | 
The administration's defence «a: 
charges of partisanship is that it is aimi 
changes not at Democrats alone 
incumbents—who just happen to be me 
Democrats. In 1988 9796 of the He 
cumbents who ran for re-election won 
seats back. Republicans weary of 35 ye 
the minority point out that this is à 
re-election rate than the Soviet politb 
But scrapping PACs and increasin 
amounts given by parties might not c 
it—special-interest money would. : 
flow through different channels. Ho 
some of it might at least be seen, court 
Mr Bush's commendable call for. 
closure of "soft" money: money th: 
on influencing elections but which f 
side federal election laws. 
The best thing about Mr Bass pe 
is that it does attempt to link campaig 
nance reform with other congressi 
forms. One is to abolish mass uns 
free mailing by congressmen. The fr 
it is known, costs taxpayers over $100n 
year, and unsolicited mail has turned 
powerful tool for helping incumbent: 
other is to bar the holding over of camp 
money from one electoral cycle to the 
The creation up of huge war chests h 
protected incumbents from serious 
lenge in the past. Mr Bush also props 
scrap the inexcusable "grandfather" 
under which congressmen elected | 
1980 are allowed to divert excess can 
cash to personal use. He also repeats 

























































a congressional pay rise in exci for 
gressmen giving up speaking fees. And 
e is a vaguely worded suggestion for 
e fairness in congressional and legisla- 
‘redistricting. 
Mr Bush's package has little chance of 
ss without Democratic support, and 
lawyers think much of it is unconstitu- 
al anyway. Recognising this, experts 
as Professor Larry Sabato of the Uni- 
ity of Virginia (who wants to tackle cam- 
n costs, not campaign contributions, by 
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xoing with the flow 





INKERING with the law of cam- 
paign-finance not only poses threats 
hose doing: the tinkering (incumbents 
e the main beneficiaries of the current 
stem), but tends to create monuments 
the god of unintended consequences. 
ey in American elections is best 

ought of not as a flood, as it is often 
described, but as a river. Dam that river 
and the money will flow elsewhere. 
There are four main ways of dealing 
th the laws on campaigns and their 
“pense: 
9 The dirigiste approach. This is the 
method favoured by good-government 
activists like Common Cause, and en- 
dorsed, sometimes reluctantly, by Demo- 
rats in the Senate. The idea is to replace 
he current regulations with a brand new 
set that would put limits on what could 
be spent in an election. To get round the 
Supreme Court’s ruling that such limits 
re unconstitutional, they would be 
made voluntary, with taxpayers’ money 
ered as an incentive to persuade can- 
idates to conform. Overall contribu- 
ions from interest groups would be 
estricted. 
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“have regulations at all? In an essentially 
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pu methods as offering sande Fin 
television time) now say they prefer the sys- 
tem they know to any likely alternative. 
Others, such as Senator David Boren, a 
Democrat from Oklahoma, are more op 
timistic. Mr Boren has been pushing legisla- 
tion that would limit spending and would f- 
nance candidates with public money. He 
can draw comfort, at least, from the first sign 
of White House interest In the subject since 


1977. 


————— any 


The drawbacks to this proposal are 
that (a) spending limits favour incum- 
bents; (b) interest groups would find 
other constitutionally protected ways to 
peddle their influence; and (c) if Ameri- 
cans will not pay more money for 
schools, roads, welfare programmes or 
even reducing the budget deficit, what 
makes anybody think they want to pay 
for politicians to further their careers? 
€ The muddle-through approach. 
The notion here is that the current sys- 
tem is dreadful, but probably as good as 
it can get. It calls for Congress to leave 
the existing law more or less intact, but 
to make an occasional change when 
appropriate. 

The main obstacle: a self-serving 
Congress. One of the changes in election 
law that congressmen like best is a pro- 
posal to stop state legislators from using 
their state campaign funds to challenge 
members of Congress. 

è The study-it-to-death approach. 

This is fast becoming Congress’s 
favourite approach to solving all its 
insolubles (budget deficits, congressional 
pay, etc). It calls for the creation of a bi- 
partisan commission to study the whole 

matter in depth, generally ignoring the 
fact that most of it has already been done 
numberless times before. It is much fa- 
voured by academics who would deliver 
papers to the commission or, better yet, 
sit on it as members. 

€ The free-market approach. Why 
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unfettered society like America's, shut- 
ting down interest groups is neither pos- 
sible nor desirable. Complete and eff- 
cient disclosure of contributions and 
services should suffice to provide voters 
with enough information to make edu- 
cated choices. 

As for election spending, most of it 
goes to pay for communications with the 
voters. If it is expensive, then that is be- 
cause this is what the market demands. 
Perhaps it is the message that is the prob- 
lem, not the cost of delivering it. 
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Burning dope 
Drugs 


Foreign fields 


SAN DIEGO 


RUSTRATED by its failure to curb the 

flow of drugs across its border, the 
United States alternates between scolding 
its drug-producing neighbours and dream- 
ing up schemes to help them. The trouble is 
that nothing works. More governments 
than ever before are now co-operating with 
the United States, but the flow of drugs 
grows remorselessly. - 

The latest scheme is to throw not only a 
great deal more money at the problem but 
also, perhaps, a squad of military advise 
According to the New York Times, aù 
tional Security Council task force will be 
recommending to President Bush a tenfold 
increase in aid to cocaine-growing Latin 
American countries, plus the offer of mili- 
tary brains. The report has raised some eye- 
brows: the Vietnam war began with the dis- 
patch of military arenas And what, 
precisely, would these pundits be doing? 
Their advice on, say, planning a jungle raid 
might be useful, But against the greater evil 
of drug-trafficking corruption, they would 
be innocents. 

American anti-drug policy is iore un- 
til Mr William Bennett produces his strategy 
(which may include the Nsc contribution) in 
September. This, together with the slow 
progress of Bush appointments, meant that 
the United States was represented by rather 
junior officials at a recent Californian meet- 
ing on “hemispheric co-operation" with se- 
nior Bolivians, Colombians, Peruvians and 
Mexicans... ~ 

One piec 





ce. x hemispheric co-operation 















y provide much more money 
‘ution programmes. The the- 
irmers can earn a decent living 
imate crops, their governments 

chance to enforce the law against 
vests. The Bolivian government 
in elaborate set of programmes already 
lace, with some peasants promised 
000 a hectare for taking land out of coca 
‘production. The distrust is obvious: peas- 





























in the past, did not deliver the money; the 
government, and its international backers, 
uspect the peasants of taking the money 
ind continuing to grow coca on the other 
e of the hill. 

. ^. The Latin American delegates betrayed 
their continuing irritation with America's 
righteous attitude towards the supply of 
drugs. They were united in their denuncia- 
mof the "certification" process under 
waich Congress each year requires that the 
^. president certifies that each drug-producing 
or drug-exporting country has made a seri- 
ous effort to bring the trade to an end. Lack 
of a certificate could mean the withdrawal of 
aid—though this, in fact, seldom happens to 
countries that the United States wants to 







‘ants claim, correctly, that the government, - 
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trol its own appetite for drugs. 

The Peruvians had a particular grouse 
against American environmentalists who 
have protested against the use of herbicides 
in the coca-growing Upper Huallaga Valley. 
The main herbicide, Spike, is used in the 
United States, but not in mountainous areas 
where the run-off of chemicals can cause se- 
rious damage. But what do you expect us to 
do, ask the Peruvians? Manual eradication 
would be slow and ineffective—and expose 
the eradicators to guerrilla attack.. : 

All the delegates, from the United 
States as well as from Latin America, 
agreed—or gave lip-service to the idea— 
that multilateral agencies should have a big 
role in the battle against drugs. The United 
Nations Fund for Drug Abuse Control, with 
an annual budget of about $60m, mainly 
from Western Europe, has become a force in 
crop-substitution programmes. The Euro- 
pean Community has set up a fund to help 
reduce drug-production. But there is a well- 
grounded suspicion that the conservative 
and combative Mr Bennett will not have 
very great respect for international pro- 
grammes. | 





Farmers | 


Sinned against, but not sinless 


WASHINGTON, DC 


HE row over America's unilateral ac- 
tions against other countries’ "unfair" 
trading practices is obscuring a great in- 
crease in the Bush administration's negoti- 
ating strength on the trade issue it regards as 
most important: agriculture. Drought -at 
ie and increased demand abroad have 
bined to reduce surpluses, to increase 
Crop prices and farmers’ incomes and to cut 
government subsidies. Hence, Mr Clayton 
— Yeutter, the secretary of agriculture, can ar- 


Farm price supports . 
| $n 


= : 1982$ 
Fiscal years ending Sept 30th : | 


i US agricultural exports 
T $br 





gue with a straight face that the United 
States is more sinned against than sinning as 
he presses the EEC and Japan to cut trade- 
distorting farm subsidies in the Uruguay 
round of the GATT trade negotiations. 

As recently as 1986 the federal govern- 


ment spent $25.7 billion supporting farm- - 


ers. This year the cost will fall to $13 billion 
or so, about $4.5 billion of it for emergency 


drought relief. Budgetary outlays are pro- 
jected to fall below $10 billion in 1990. 
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Meanwhil  thecosto ; 
ricultural policy has 
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lion, from a 


traders in the Chicag: 
when it agreed recently 
of grain to Russia. End-season wheat s 
for the 1988-89 season are put at 16.8 
(compared with 52m tons in 1985-8 
maize at 46.5m tons (compared with 10 
tons) and of soyabeans at 3.4m tons ( 
pared with 14.6m tons). Defenders. o 
export subsidy note that the | 
played hard-to-get when America lif 
embargo it had placed on grain exp 
them after the Soviet invasion of: 
stan. Only recently has America ag 
come Russia's favoured supplier. 
administration does not want Arg 
Australia and Canada to make g 
American agriculture's expense. —— 
-In the GATT talks, America coi 
hope to exploit its negotiating str 

agriculture as long as it called fo 
plete elimination of all agricultu 
dies. The other 95 countries in the 
round saw this (correctly) as an 
gambit. Negotiations did not begi 
nest until Mr Yeutter took a less fre 
fundamentalist stance than his pred 
Mr Richard Lyng, and started talkin 
“a progressive substantial reducti 
government support for farmers. 
As a halfway house, America 
to propose in Geneva next week 
GATT negotiators accept the [ 
“tarification”. This means co 
strictions on agricultural import: 
ticular the EEC's variable levies- 
tas—into an equivalent fixed tariff 
idea of the size of the equivalent 
got by comparing the domestic 
farm product with the world m 
The Americans say they do not € 
calculation produces a tariff of, say 
250% on any farm product. The a 
simplify the negotiations by prod 
concrete measure of protectionism, 
it visible and then eliminating it 
gradual reduction, just as gradua 
















































as worked in manufacturi 


















































^would. make European consumers 
> aware of the hidden cost of the com- 
gricultural policy. The idea is also a 
attack on Europe's variable-levy sys- 
hich insulates its farmers against fluc- 
ons in world market prices. 

Nor wil Europe easily accept Mr 
rs admirable demand, in an inter- 
with The Economist, that "developed 
tries should get out of export subsi- 
riod”. The EEc will be unwilling to 
'mplate abolishing export subsidies as 
as America depresses world prices by 
ng its markets when foreign farmers 
comparative advantage. Trade pro- 
n, won. by America's seemingly invin- 
airy lobby, force-feeds Americans er- 
iropean cheeses made in Wisconsin 
imínating against the real thing. 
rica's taxpayers pay their farmers 22 
a pound for the sugar they grow, a sub- 
vorth about twice the world price. And 
rica's rich peanut growers are protected 
st competition from poor farmers in 
the Pacific and the Caribbean. As 
.uropean official says, America may be 
'te sinned against than sinning, but it cer- 
inly is not holier than thou. 
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lo jug for Ollie 


E WAS “a low-level subordinate 
LA who was carrying out the in- 
tructions of a few cynical superiors”: 
1e words of Judge Gerhard Gesell, as 
e handed down a lenient sentence to 
r Oliver North. Convicted on three 
ounts, Mr North might have been 
acked off to jail for ten years. In- 

ad, he has been given a three-year 
uspended sentence, two years’ pro- 
ation, fined $150,000 and ordered 
o perform 1,200 hours of community 
arvice. His fans will celebrate. And 
hy not? It is a sentence that puts Mr 
orth squarely in his not very glori- 


























































us niche in history. . 
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. California zi 
pean resistance is certain, Tariffic- 





Tight propositions 


HEN California's legislature ap- 

proved a $49.6 billion budget for the 
fiscal year which began on July Ist, it took 
the first step towards reversing the tax-cut 
and spending-limit politics that have bedev- 
illed the state's finances for ten years. 
Wrapped up in the budget package is an 
agreement to ask the voters next June to 
loosen the reins that they have imposed on 
state spending. Drafting the budget was 
such an ordeal—trying to keep state services 
running despite the fiscal restraints imposed 
by a sequence of spending limits—that it has 
forced the legislators, Governor George 
Deukmejian and. the superintendent of 
schools, Mr Bill Honig, to appeal jointly to 
the public for a little more leeway. 

What was new this time was a require- 
ment that 40% of the state’s spending must 
go to support the elementary schools, high 
schools and two-year community colleges. 
This was imposed last November by Propo- 
sition 98, a ballot question for voters put 
forward by teachers and parents angered by 
overcrowded classrooms, low achievement 
and high drop-out rates. California, the 
richest state in the country, spends only 
$4,075 a year per pupil; by comparison, New 
York spends $7,334. Proposition 98's fixed 
proportion means roughly $15.5 billion for 
the schools this year. 

All this is piled on top of a bewildering 
array of fiscal limits and restrictions that 
California's voters have embraced during 
the past ten years, beginning with Proposi- 
tion 13 in 1978. This cut local property 
taxes, the revenue base for local govern- 
ment, by half. The next, and much tighter, 
curb the voters imposed on government 
spending was Proposition 9, drawn up by 
Paul Gann and approved in 1979. It effec- 
tively froze state and local spending, allow- 
ing it to rise above the 1979 level only to 
take account of population changes and 
cost-of-living rises. - 

If taxes brought in more that was al 
lowed to be spent, it was to be considered 
"surplus" and must be handed back to the 
taxpayers. Although new problems have 
arisen—AIDS, the growth in the prison 
population, public alarm over toxic wastes, 
the demand for child care and the gridlock. 


obliged to return $1 billion in "surplus" dol- 
lars to the taxpayers in 1987. 

The money is continuing to roll in. Cali- 
fornia’s population growth has been double 
the national average, and personal income 
in the state has surpassed the 1987 level by 
8.5%. This produced a surplus of $1 billion. 


in the just completed fiscal year and the 
prospect of another $1.5 billion in the cur- 
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rent year: all of it exceeding Gann's formula 








triam nate ami 


Proposition: 98 decreed that about 90% 
of this "surplus money" should be funnelled 
to the schools. But this would short-change 
many other services, such as care for the 
very poor or the mentally ill. In bipartisan 
negotiations with the governor, a bookkeep- 
ing shuffle was agreed which, in effect, elimi- 
nates the "surplus". With that gone, it was 
possible to allocate some of the money to 
sorely deprived state services, while still giv- 
ing the schools their guaranteed 4096. 

To avoid such sleight-of hand manoeu-- 
vres in the future, the legislators, the gover- 
nor and spokesmen for the schools have 
agreed to ask the voters to approve a more 
flexible limit on state spending. A ballot. 
next June will show whether they agree. 








Smuggling de 


Want a hot bird? . 


GOOD ‘news for rare birds. 
t- The American government has 
discovered—and, it hopes, 
shut down— what it says was a 
"major pipeline" for smug- 
gling exotic parrots, scarce 
birds and other protected wild- 
life into the United States. The 
Department of lustice has persuaded a 
grand jury in San Diego to indict 12 people, 
some of whom are living in Singapore, Ar- ° 
gentina and Mexico, on various charges of 
smuggling protected wildlife. A 20-month 
undercover operation by customs agents 
and the Fish and Wildlife Service unveiled 
an international bird-running conspiracy 
worthy of any drug baron. Bird dealers in 
southern California were said to have 
placed orders for rare birds with dealer 
around the world, notably in Argentina: — . 
Singapore. The birds were sent to a vet who 
had a clinic at the international airport in 
Mexico City. From there they were sent to 
Tijuana and on to California for distribu- 
tion in the United States. 

Among those smuggled in were black 





palm cockatoos and hyacinth macaws, 


which can bring $8,000-10,000 each. Trade 
in such birds is banned by international 
agreement on the grounds that it threatens 
the species's survival; many die on the jour- 
ney. America also worries that the trade in- 





| | . troduces exotic diseases into the country. 
on the state's roads—Mr Deukmejian was — 


Sadly, one rare American bird seems to 





have disappeared already this year. In Dis- 
ney World, Florida, on March 27th, a storm 


tore open the cage of the world’s four re- 
maining dusky seaside sparrows, a sub-spe- 
cies of seaside sparrows that has been killed 











off by development and by pesticides. One 
bird was and the other three escaped. 


are now believed dead... 
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INTERNATIONAL 


The plan with a hole in its heart 


FROM OUR ISRAEL CORRESPONDENT 


66 E HAVE filled the holes in the 
cheese.” So said an exuberant Mr 
Yitzhak Modai after the meeting on July 5th 
of the central committee of Israel’s Likud 
party. The cheese in question was Israel’s 
proposal for holding free elections in the Is- 
raeli-occupied West Bank and Gaza. The 
les he is proud of filling are the loopholes 
rough which the Palestinians, with Ameri- 
can encouragement, hoped they 
might one day escape to freedom 
from Israeli military rule. 

Mr Modai, like Mr David Levy 
and Mr Ariel Sharon, are members 
not only of the Likud but also of Isra- 
el’s cabinet. This week they launched 
a successful mutiny against their party 
leader and prime minister, Mr Yitz- 
hak Shamir, for making a peace pro- 
posal that might conceivably have led 
to Israel giving back some of the terri- 
tory it captured in 1967. 

In truth, the proposal was mod- 
est. Despite the persistence of the Pal- 
estinian uprising in the Israeli-occu- 
pied West Bank and Gaza, and 
despite Mr Yasser Arafat’s astonish- 
ing decision to recognise Israel, Mr 
Shamir said he would never talk to 
the Palestine Liberation Organisa- 

1. But he did propose a mechanism 
by which Israel could start talking to a 
body of Palestinians whose legitimacy 
other Palestinians could accept. This 
body, he suggested, could be elected 
freely from the occupied territories. 
Its first job would be to negotiate a pe- 
riod of Palestinian self-government 
under Israeli supervision. Then, after 
three years, talks could start on the 
final status of the occupied territories. 

The proposal was always going to be dif- 
ficult for the Palestinians to accept, not least 
because accepting it would mean Mr Arafat 
and his colleagues in Tunis handing over 
temporary control of their movement to a 
different set of leaders from the West Bank 
and Gaza. But it was drafted under the 
watchful eyes of Mr Shamir’s Labour coali- 
tion partners, and therefore contained just 
enough ambiguities for the United States to 
urge the PLO to give it a try. 

Now most of the helpful ambiguities 
have disappeared. Mr Shamir had always 
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said in the privacy of his party that he was 
"personally" determined never to accept 
the creation of a Palestinian state, or to stop 
the settlement of Jews in the occupied terri- 
tories, or to have anything to do with the 
PLO itself. On Wednesday his party's central 
committee forced him to say these things 
openly, and incorporate them in a resolu- 
tion that will bind the party's members in 





Dummy Shamir, ventriloquist Sharon 


government. More damaging still, the reso- 
lution stipulates that the 140,000 Arab resi- 
dents of East Jerusalem, which Israel an- 
nexed in 1967, will not be allowed to vote in 
the promised elections; and that the appar- 
ently unstoppable Palestinian uprising must 
cease before the election takes place. 

The end of the peace plan? A little room 
for manoeuvre may still remain. The central 
committee's resolution binds the party's 
representatives in parliament and in govern- 
ment. They include the foreign minister, Mr 
Moshe Arens, as well as Mr Shamir himself. 
The Labour half of the government is not 


1 
formally affected, and nor, formally, is d e 
official government version of the peace 
plan. "Shamir can agree to Sharon's did 
tates," said Mr Shimon Peres, the Labour 
party leader and finance minister, "but t e 
Labour party will not.’ " 
Brave words. But Mr Peres knows that i f 
Labour chooses to leave the government he 
may have to lead it into a new election at a 
time when incidents such as Thursday's kill- 
ing of 11 Israeli bus passengers have uw 
voters chary of moderate talk. A few of hi 
own restive “doves’’, appalled by the result. 
of the Likud meeting, want to respond by 
advocating direct negotiations between Isra 
el and Mr Arafat. But for the present M : 
Peres and the Labour defence minister, Mr 
Yitzhak Rabin, seem no more re ady 
to negotiate with the PLO than the Li- 
kud is. The day after the Likud meet- 
ing, Mr Rabin suggested waiting fot 
while to see what could be salva 
before deciding whether to take th 
party out of the coalition. i 
Mr Shamir is an accomplished 
survivor. He stands a good chance of 
weathering the political storms inside 
Israel itself. But the full price of 
Wednesday's compromises will soon 
begin to show up elsewhere, in partic- | 
ular in Israel's relationship with 
United States. Since endorsing the Is 
raeli election plan last April, the Bus! h 
administration has been trying to 
make it as palatable as possible to t e 
sceptical Palestinians. To this end h 
secretary of state, Mr James Baker, 
said in May that Israel should stop e 
panding settlements in the occupie d 
territories, give up the “unrealistic vi- 
sion” of a Greater Israel and reach 
out to the Palestinians as "neigh- 
bours who deserve political rights". | 
These pleas have now been com- 
prehensively rebuffed. Jewish settl 
ment is to continue and "foreign sov- 
ereignty" in any part of Greater Israel el 
is ruled out. As for reaching out t 
the Palestinians as neighbours, the L 
will not even allow the Palestinians of E 
Jerusalem, the centre of the West Bar s 
commercial and political life, to take a 
the proposed election. Until now the Amer 
icans have shielded Israel from worldwide 
appeals—most recently from European 
leaders at last month's EEC summit in bi: 
drid—to talk directly to Mr Arafat and sub- 
mit to an international peace conference on. 
the Middle East. Mr Shamir, cosy age in 
within Likud, had better brace for a chi 1 


wind from the outside. js. 
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TT WAS a text-book coup. For three years 
AA Sudan's democratically elected govern- 
ment had insisted on fighting an unwinna- 
ble civil war. The war ruined the economy, 
corruption ruined the government, the sol- 
diers were paid badly and issued with an- 
cient weapons. In February the army gave 
the government an ultimatum which the 
prime minister, Mr Sadiq el Mahdi, un- 
wisely failed to take seriously. So on June 
30th the army seized power. Sudan’s new 
ruler, Lieutenant-General Omar el Bashir, 
promised not to repeat the mistake of the 
1985 coup, whose leaders handed power to 
the civilians after only a year. 

_ There are Sudanese ready to forfeit 
their brief and fragile democracy if they get 
peace in return. The latest phase of the war 
in the south, against the Sudan People’s Lib- 
eration Army (SPLA), has gone on since 
1983; its predecessor ran from 1955 to 1972. 
Last year alone war and famine claimed 
250,000 lives. The western province of Dar- 
fur is embroiled in a separate war, stirred up 
9y Chadian rebels who have made Sudan 
their base. General Bashir says his first task 
is to end both conflicts. He has declared a 
month's ceasefire (which extends one an- 
nounced by the sPLA in May), offered the 
rebels an amnesty, and opened negotiations 
with the sPLA in Ethiopia. 

— Starting to talk will be easy. The diffi 
culty will be to reach agreement on what Is- 
am should mean in Sudan. The Christians 
and animists of the south took up arms 
against the Muslim northerners largely be- 
ause of the threat, first raised in 1983, to 
mpose Islamic sharia law throughout Su- 
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dan. The deposed Mr Sadiq el Mahdi could 
never commit himself to withdrawing 
sharia. He depended intermittently on the 
support in parliament of the fundamentalist 
National Islamic Front, and he is the heredi- 
tary leader of the Ansar, a Muslim sect from 
western Sudan. 

The new regime is less encumbered. It 
has banned the National Islamic Front (and 
all other political parties); and General 
Bashir comes from the less devout Muslims 
of Sudan’s far north. He promises to hold a 
referendum on sharia if negotiation fails to 
reach agreement about it. But voting in the 
war-wrecked south is almost impossible. Be- 
sides, the rebels may not want a referendum: 
a popular reaffirmation of sharia is all too 
probable in a country where two out of 
three people are Muslims. Since February 
the rebels have captured a dozen garrison 
towns, including Torit and Nimule (see 
map). Having succeeded so well on the bat- 
tlefield they are unlikely to let themselves be 
worsted at the ballot-box. 

While calling for peace, General Bashir 
is therefore also preparing for a renewal of 
war. Although the army already swallows up 
a quarter of every penny the government 
spends, he is proposing conscription for all 
able-bodied men. Better weapons are prom- 
ised for the soldiers, and proper care for the 
widows and orphans of those who are killed. 
The army is setting up tribunals to deal with 
hoarders, smugglers and other “thieves of 
people's food” —that is, people who buy 
and sell at real prices. The general says he 
will control the market and promote devel- 
opment “according to a realistic, scientific 
plan”. His incumbency could be expensive. 

Still, if he fails to make peace, it will not 
be for lack of international goodwill. The 
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coup was almost certainly carried out with 
the approval of Egypt, and perhaps of the 
United States. Outsiders had despaired of 
the ditherings of Mr Sadiq el Mahdi and his 
flirtation with Colonel Qaddafi’s Libya. 
General Bashir was trained in an Egyptian 
staff college, and like most northerners is 
less hostile to Egyptian influence than the 
Ansar of the west. He says Egypt and Sudan 
are "an indivisible unit". The Egyptians, 
who depend on the Nile waters that flow 
from Sudan, were the first to send him rec- 
ognition, together with 20,000 tonnes of 
free oil. 





Uganda 


Insoluble 


FROM OUR EAST AFRICA CORRESPONDENT 


D^ THE northern parts of Uganda there 
seems little room for the international 
mediation that may be ending wars in An- 
gola and Sudan. Uganda’s desultory rebel- 
lions remain persistent, aimless and bizarre. 

The Holy Spirit Movement which oper- 
ates around the northern town of Gulu is a 
resurgence of the rebellion which, inspired 
by the warrior priestess Alice Lakwena, was 
several thousand strong and got within 80 
miles of the capital Kampala before being 
routed in late 1987. A revived version with a 
new leader soon emerged. Its devotees have 
been known to charge unarmed into battle 
yelling “James Bond”, and hurling empty 
Coca-Cola bottles they expected to explode. 

Nowadays the group avoids contact 
with the army, contenting itself with 
kidnappings from villages, attacks on hospi- 
tals and ambushes of civilian vehicles. The 
army has destroyed grain stores, burned 
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a E imost every two seconds; 
i Somewhere in the world, 
A Grane er aircraft powers up with 
| Pratt & Whitney engines. ^ 
Utilizing such advancements 
as single-crystal technology 
and high-temperature turbine 
alloys, Pratt & Whitney has 
pioneered propulsion systems 
for military, commerciátarid 
general aviation. 

















a PRATT & WHITNEY 


Vida Peter m t ae rrr S EAA R AB 











VOS 


itr mil itary 




















SIKORSKY 


Mentana nnua i a Re ate a > 


EE TATAEE 


PASSES 


T 





qs bay 


M 


UI 


e EGIT 


I 


¢ The air conditioning and 
heating equipment in buildings 
and homes is quieter and more 
efficient, thanks to Carrier, the 
world's largest manufacturer 
of these technologically 
advanced systems. 


DR 





m 








5. 


ERA 
nest 


oss 





Su yit Sec d 
> "Pw erg 


huts (sometimes with villagers 
inside), shot civilians and 
taken thousands of prisoners. 
Lots of people have run away. 
About 100,000 displaced - vil- 
lagers are encamped in Gulu 
alone, with 50,000 more in the 
surrounding area. 

One rebel force or another 
has been fighting in the north 
since Mr Yoweri Museveni 
took power in 1986. The des- 
perately infertile region is beset 
by tribalism. The Acholi people around 
Gulu made up much of the army that killed 
tens of thousands of southerners under the 
regime of Mr Milton Obote. Mr Museveni's 
main support comes from southerners. 

In the south, Mr Museveni's fighters 

were devout in their practice of a vital guer- 
rilla art: being nice to the locals. They were, 
ifter all, people “just like us". Once in the 
yorth his soldiers found themselves among 
people whose language they did not speak, 
and who had backed the previous regime. 
Mr Museveni himself preached magnanim- 
ity, but some of his men—notably members 
of defunct militias absorbed into his victori- 
ous army—were not convinced. Atrocities 
ensued and the rebellion began. 

The government forbids the killing or 
abuse of civilians; it has executed at least a 
dozen of its own soldiers to prove it. But ran- 


Africa's hard road 


OO many outsiders see Africa as a 

hopeless case. Africans can be even 
more pessimistic about themselves. When 
in March the World Bank suggested that 
economic reform in Africa had yielded 
ground for cautious hope, the United Na- 
tions Economic Commission for Africa 
lost no time in denying it. This week the 
Bank released its annual Development Re- 
port (see page 65), which points to ways in 
which poor economies can grow under its 
austere policies. The ECA's latest docu- 
ment, true to form, argues that Africa will 
never escape poverty by treading the 
Bank's path. 

The ECA's views are not held in high 
esteem by the Bank or by the Interna- 
tional Monetary Fund. But the commis- 
sion claims that it is supported by most of 
Africa's finance and planning ministers, 
who do matter. On one point the commis- 
sion is adamant: given Africa's undevel- 
oped infrastructure, orthodox economic 
management is not enough by itself to 
bring prosperity. Slimmer budget deficits 
keep inflation at bay; but they have also 
meant that schools and clinics are ne- 
glected, and without a healthy and edu- 
cated workforce no economy will thrive. 






JULY e 1989 


E 2 





Ut obs *A-, Bact i i Mae t. 


dom  beatings, hut-burnings 
and executions still happen of- 
ten enough to reinforce the 
peasants’ sense of helplessness. 
Many take refuge in the messi- 
anic nonsenses of the Holy 
Spirit Movement. 

The roots of Uganda’s 
other main rebellion—in the 
east around the town of 
Soroti—are less tangled. Soon 
after arriving in the area three 
years ago Mr Museveni’s army 
disbanded the militias that had protected 
the locals from their eastern neighbours, the 
Karamajong. Unfettered, these traditional 
cattle raiders went on a spree of pillage and 
plunder. The Itesot people in their path 
blamed their defencelessness on the new 
government; by early 1987 some former sol- 
diers had dug their rifles out of hiding. They 
gathered in disparate bands whose freelance 
brigandage has driven some 75,000 people 
from their homes. 

The twin rebellions weigh heavily on a 
government that has been trying to repair 
the damage wrought by Mr Idi Amin’s mur- 
derous kleptocracy and the years of misrule 
that followed him. Mr Museveni has made a 
start by bringing stability and decency to the 
south and the west. The north is still 
untamed. 
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Realistic prices tell farmers and busi- 
nessmen what they should produce. But 
without government spending on roads, 
says the commission, farmers cannot get 
their grain to town; without decent tele- 
phones, no business can be efficient. The 
Africans say the Bank and its partners in 
the IMF underestimate the need to pay for 
infrastructure and welfare. 

In the early 1980s that criticism might 
have been fair. When the Bank and Fund 
began supervising economic reform in Af- 
rica, they expected quick results; a year or 
two of belt-tightening seemed acceptable. 
Now that reform has proved a slow busi- 
ness, the Bank has started to promote a 
new category of loan, designed to look af- 
ter the "social dimensions of adjust- 
ment”. The Fund's “enhanced structural 
adjustment facility" allows borrowers 
more investment leeway by conceding eas- 
ier terms of repayment. 

Both sides agree that roads and schools 
are needed; the question is how to pay for 
them. Both would like more foreign aid, 
but know that it will never flow plentifully 
enough to solve all Africa's problems. The 
Bank therefore suggests sensible but un- 
palatable ways of finding the necessary 
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(€ F I receive this sentence, which migh 
be execution . .. my last thought v 

be of Fidel, for the great revolution he h 
given our people." Televised show-trials a 
the mark of a modern dictatorship, and thus 
General Arnaldo Ochoa Sanchez of the C 
ban army accepted the verdict that a highe 
court will almost certainly hand down. Per 
haps his profession of loyalty to Latin Ame 
ica's last caudillo, Mr Fidel Castro, will b 
enough to save the general's neck. a 
General Ochoa, who stood third in the 
Cuban hierarchy after the brothers Castro. 
fell from grace along with half a dozen senic 
officers and civil servants. The fall began i 
Angola whence, said one of his co-accuse 
“I brought a little bit of money back." Ct 
ba’s African expeditionary force, in a lawless 
land of gold, diamonds and ivory, suc 
cumbed to the capitalist temptation fro 
which their homeland protects them. (Cli 
of India might have been astonished at the 
moderation.) At home with their ill- 


hoard, the officers did what others in t 
Caribbean have done with dodgy dollar: 
they diversified into the drugs trade, an 
possibly began plotting a coup. Ed 

The United States has long wanted t 


r a. 


money, like sacking civil servants. T Vi | 
ECA would have governments cut military | 

spending, which is equally unwor diy: 
What, though, if essential public invest- 
ments still cannot be paid for? In such cir- 
cumstances, says the ECA, bigger deficits 
should be tolerated. That sort of thinking 
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makes the Bank see red. PL 
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pin drug-trafficking charges on Cuba's lead- 
ers, but until now had not convincingly suc- 
ceeded. Mr Castro and his straitlaced col- 
leagues dislike drugs, and their totalitarian 


egime stamps much harder on narcotics 


than free societies, with their unguarded 
borders and their police forces ruled by law. 
The Cubans have made trouble by encour- 
aging drug-politicians like General Noriega 
in Panama, and helping the Colombian 
gangsters of Medellin. But letting their own 
people do the business was riskier, not least 
9ecause it made some Cubans rich. 
— Now Mr Castro's Russian friends are 
utting the subsidies (open, covert and plain 
nuddled) which keep his economy afloat. 
Latin America's democrats will sigh with re- 
lief when he eventually goes. North Ameri- 
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| "T^HE small island's largest insurance 
— A company holds a meeting to elect two 
| new directors and change its deed of set- 
| tlement. No thrills there, one might think. 
| But tempers run high, accusation meets 
| counter-accusation, a Great National Is- 
| sue takes shape. Two thousand policy- 
| holders besiege a hall designed for a few 
| hundred, the air-conditioning fails, 
. amendments fly, the meeting is ad- 
| journed. Is the board trying to pull a fast 
| one on the policyholders? 

|| The board is mostly white, the policy- 
|| holders are mostly black. This may be a 


| storm in a teacup at the start of the hurri- 
|| cane season. But the Barbados Mutual has 


|| total assets not all that much smaller than 
|| those of the nation's central bank. And if 
| Caribbean teacups get too stormy, some- 
|| one may get scalded. 





The browning of Barbados 


change 


cans will shout with joy. Yet, in one way, a 
freewheeling capitalist island would prove 
more dangerous to its great northern neigh- 
bour than a puritanical communist Cuba. 

Plenty of Cuban entrepreneurs—many 
of them well ensconced in Miami—would 
seek to follow General Ochoa down the Ca- 
ribbean road to riches and power. Sixty 
years ago Cubans made fortunes selling pro- 
hibited alcohol to Americans. Even fatter 
fortunes would be made if their government 
could not, or would not, stop the trade in 
prohibited cocaine. "Don't let anybody tell 
you there isn't plenty of water between Ha- 
vana and Key West," said Hemingway's 
Harry Morgan; but the bootlegger's run is 
barely 100 miles. 









After 23 years of independence, Bar- 
badians are still trying to decide just who 
they are. Most are black, some white, a 
few descended from more recent Indian 
immigrants. The whites form about the 
same proportion of the population as do 
blacks in Britain—say 396. They ran the 
place for most of its history. Although 
slavery ended more than 150 years ago, it 
is only in the past few decades that work 
for most blacks has meant something 
other than cutting cane in the hot sun. 

The Barbados parliament is 350 years 
old this year, but for only a tenth of its 
history has the island enjoyed majority 
rule and universal suffrage. Forty years 
ago all its black members somehow got left 
off the guest list for a Government House 
reception for a royal wedding; there was 
whites-only housing in the capital; and it 





Guatemala 


The president 
vanishes 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


N PLACES where the democratic habit is 
weak, it pays to take rumours of coups 
and murder plots seriously. When Guatema- 
la's newspapers reported last month on an 
improbable Cuban-Libyan scheme to mur- 
der the president, Mr Vinicio Cerezo, he 
promptly went into hiding for ten days. He 
emerged again on June 27th. 
Mr Cerezo's election in late 1985 closed 
more than 30 years of almost uninterrupted 


was next to impossible for a black Barba- 
dian to get a job as a bank clerk or a | 
jockey, let alone a manager or accountant. 

Lately the island has prospered. Work- 
ing-class people probably own a car and a 
well built house with indoor plumbing. 
Most politicians, senior civil servants and 
public-sector managers are black. Law- 
yers, doctors, accountants and profes- 
sionals may be any human colour. No- 
body in his right mind wants to own a 
sugar plantation these days: property, re- 
tailing, building and tourism are where 
the money is now. The companies do have 
black senior managers (two sit on the 
board of the Barbados Mutual). But that 
does not stop them being perceived as 
white businesses. 

Most “big” Barbados companies 
would be prosperous family firms in Brit- 
ain or America. In a family firm, family 
members naturaly get promoted, so 
young whites sometimes get promotion 
over experienced blacks. Work sometimes 
gets contracted out to a second cousin or a 
classmate from primary school; there, too, 
whites may sometimes give jobs to whites. 

There are plenty of black jockeys at the 
races these days, not many black owners. 
It is easy for blacks to feel powerless, and 
for whites to feel they are under siege in 
their own country. A tiff between a white 
manager and a black employee can be 
brooded on in private as a racial squabble. 
Some of the suspicions are real, some 
imaginary, some a bit of both. 

Given the history, perhaps the sur- 
prise is how little racial tension there is in 
Barbados today. There has been a lot of 
social change with remarkably little sound 
and fury. After all the fuss at the Barbados 
Mutual, board and objectors look as if 
they are following the island's much-ma- 
ligned tradition of consensus and compro- 
mise. They have set up a committee to re- 
port to another meeting in September, 
when the hurricane season ends. 
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AS the difference soon becomes 
apparent when you compare our 
Extra Value Deposit Accounts with other 
similar products. 
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cheques and set up standing orders whilst 
earning a high rate of interest normally 
only available with a deposit account. 
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here and we think you'll agree that our 
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sion that left almost no Guatemalan family 
untouched. His survival, despite at least two 


‘coup attempts in the past year, the latest on 


May 9th, is remarkable. His problem now is 
to arrange the succession. 
The president is due to leave office at 


the end of 1990. Last November he named 


as successor his crony, Mr Alfonso Cabrera 
Hidalgo, a former teacher who rose to be- 


Come secretary-general of the Christian 


| 


Democratic party, president of the National 
Assembly and foreign minister. The choice 
isunpopular with Christian Democrats who 
survived the army's dirty war against the left 
and are bitter at what they regard as Mr 


"Cabrera's manipulation of the party. Two 


rival Christian Democratic candidates, in- 
cluding Mr Cerezo's highly independent 
wife Raquel, say they too will run for 
president. 

Mr Cabrera is accused of being soft on 
the narcotics trade, to which Guatemala is 


increasingly vulnerable. Under pressure 


from their government, Mexican opium 
farmers have moved south across the border 
into the empty lands of eastern Guatemala. 
Officials think that 500 kilogrammes of Co- 
lombian cocaine now moves illicitly through 
the country in any given week. The associ- 
ated corruption and violence should help 
the candidacy of General Efrain Rios 
Montt, the former head of the armed forces 
who ruled ruthlessly as president in the late 
1970s. He is a fervent Protestant, and says 
he will seek the presidency, by election this 
time, on a law-and-order platform. 

Mr Cerezo's election was intended to re- 
start the flow of aid from the United States. 
It was cut off in 1977 in protest at the fright- 
ful zeal with which the army suppressed a 
left-wing insurgency. The aid has indeed 
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ident, wherever he might be 





been restored, to the tune of $160m this 
year. But only $9m is meant for the armed 
forces, and none of it is for weapons. That is 
unlikely to change until Guatemala im- 
proves its showing on human rights. Ac- 
cording to Amnesty International, the army 
and the police still run death, torture and 
abduction squads. At least 222 people have 
“disappeared” in the hands of the army and 
police since 1986. 

The army is more professional than it 
used to be. Under the defence minister, 
General Hector Gramajo, it put down re- 
cent coup attempts by disgruntled officers. 
General Gramajo's friends say he would like 
to be president, too, and is likely to seek 
election in 1995. That he talks of elections 
rather than of coups shows that the pain has 
not been entirely wasted. Democracy is the 
new fashion in Central America, and even 
poor Guatemala is trying to follow it. 





The Maghreb 


How to ride 
Islam's tiger 


HE appeal of Islamic fundamentalism 

may be waning in some parts of the 
Arab world. In the Maghreb its appeal is 
growing. Until quite recently, militant 
groups championing Islam’s cause were 
driven underground throughout north Af 
rica. In Morocco and Libya they still have to 
operate clandestinely. But in Algeria and 
Tunisia they have been allowed to emerge 
into the open, where the strength of their 
following has given reforming governments 
an unpleasant surprise. 





Islamic parties competed openly in Tu- 
nisia's parliamentary elections in May. They 
won 1496 of the total vote and 3096 in Tunis 
and other cities. That was enough to beat 
the main secular opposition party, the 
Movement of Democratic Socialists, into 
third place. In Algeria Islamic militants took 
the lead in last October's bloody riots 
against the one-party rule of the National 
Liberation Front (FLN), and then co-oper- 
ated with the authorities to restore calm. 
Now they want the right to form political 
parties under the reforms the riots inspired. 

What explains the return to faith? Fun- 
damentalism seems to thrive alongside the 
spread of poverty and unemployment. The 
mosque offers welfare, dignity and a sense of 
order. Yet the political demands of funda- 
mentalist groups can be hard to fathom. At 
one extreme are demands for an Islamic re- 
public on the Iranian model. Others advo- 
cate the imposition of sharia law and the re- 
peal of unpopular laws that have banned 
polygamy, permitted birth control and given 
women the right to divorce. Most insist on a 
more equal division of national wealth and a 
return to “Islamic traditions", however 
loosely defined. 

In Tunisia and Algeria governments 
have tried to separate the militants from the 
moderates, by hunting down the extremists 
and luring the others into the political main- 
stream. Yet neither country has given Is- 
lamic parties an entirely free hand. In Tuni- 
sia the leaders of the Islamic Tendency 
Movement (now called Renaissance) have 
had their "political rights" restored, but the 
party is still denied legal status. Algeria’s Is- 
lamic parties are wilder than Tunisia's. The 
government hopes the least extreme of 
them, the Islamic Da'wa League, will form 
the core of a moderate opposition that 
pushes more fiery groups to the sidelines. 

Tunisia's former president Habib Bour- 
guiba publicly derided Islam and let restau 
rants open during the holy month of Rama- 
dan. His successor, President Zine El 
Abidine Ben Ali, has restored mosques and 
Koranic universities. He dresses himself, lit- 
erally, in Islamic robes, goes on pilgrimages, 
encourages the strict observance of the holy 
days. In Algeria such tactics are harder to 
use: women emancipated under the FLN's 
secular revolution have held angry dem- 
onstrations against the fundamentalists. 

One ruler who has so far managed Islam 
brilliantly is King Hassan of Morocco. His 
people are poorer than their Maghreb 
neighbours: fundamentalism ought to be 
flourishing. Instead, the king's inherited 
role as "Commander of the Faithful" and 
his delicate courting of religious leaders has 
cut the ground from under the Islamic oppo- 
sition's feet. But a serious downturn in the 
economy could still attract many jobless 
young Moroccans to the explosive 
simplicities of militant Islam. 
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Le [T IS not easy being a middleweight. An 
; X eminent American secretary of state, 
- Dean Acheson, said famously of postwar 
itain that it had lost an empire and not yet 
found a role. Britain subsequently found Eu- 
rope, and has been wrestling with it since. 
West Germany's and Japan's partners are 
forever encouraging them to take foreign 
responsibilities in keeping with their eco- 
nomic power—and wincing when either of 
them show signs of doing so. 

The French are more sure of them- 
selves, at least outwardly. They pride them- 
selves on “lucidity”: looking facts in the 
face. French power, in the relative sense, 
peaked with Louis xiv in the seventeenth 
century. Napoleon's empire stretched from 
the Atlantic almost to the Urals. But his 
"common house” lasted less than a decade. 


ach « f the year, France has seemed to be living ne in the past 
ae he future (1992 and beyond). With an eye to the post our 
Paris € ortespondent asks what France currently counts for in t 


e world 


French ceased to be the main language of 
diplomacy at the Versailles peace congress 
in 1919. France is a middle-sized power, and 
has been for a long time. To talk of decline is 
to miss the point. 

Yet the French also know that much of 
being important depends on acting as if you 
are. De Gaulle used this prestige principle to 
help France recover its self-confidence after 
defeat in the second world war and the up- 
heaval of decolonisation in Indochina and 
Algeria. 

The Gaullist tradition, in some ways, 
lives on. It involves the French simply as- 
suming they have a speaking part on the 
world stage. Recent examples: a peace effort 
in Lebanon and a hastily called environ- 
ment conference (failures); receiving Mr 
Yasser Arafat, helping along Cambodia's 
peace talks and a conference against chemi- 
cal war (successes). 

This taste for involvement is reinforced 
by the fact that under the Fifth Republic for- 
eign policy has become the "special do- 
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. proper) representing a fifth of th 


main’ of the president. This 
Mitterrand has travelled to so r 
countries people joke about h 
Paris. Making France visible conf 
and presumably votes. By artful 
dates, Mr Mitterrand has gath 
for the week of the bicenten 
French revolution foreign leader 
cludes Russia's Mr Mikhail Gorbi 
dropped by for 48 hours before 











































ship of the United Nations, at 
quarters of global GNP, and ove 
world's known nuclear arsenal. | 
What lies behind the activi 
show? Can France continue to s 
in this way? Suspecting perhaps t 
his guests might wonder, . 
Mitterrand raised the question of F 
role in a regal press conference at hi 
in mid-May. His answer, connoisse 
noted, was pinched unattributed fro 
Gaulle. “The role of France", he said, 
keep its rank." 
Talking of rank can bea sign one is 
sure about it. Yet for a country of 55 
ple, France's rank is impressive: the w 
D largest exporter and fourth bigges 
capitalist economy with TH of total G 3D 





France sold the third most weapons ee 
and its nuclear arsenal is the third bigg 
is the world’ S second largest produce 
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ing on the main field of action. F 
this means Europe. | 
France long ago Assn 
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viet interest in Western Europe fo- 
on West Germany, as does America’s. 
itterrand has built up with the Ameri- 
perhaps the most solid ties of any re- 
French president. Yet these are more 
ly than functional. 
In. French-speaking Africa, France is 
y doing less. In 1987 it gave more 
lopment aid than anyone else to sub-Sa- 
n Africa—18% of the total. Yet some 
ophone African leaders, six of whom 
n Paris this week, worry that the link is 
ning. In the 1960s French troops in- 
ened in six African countries; in the 
s in only one. In 1986, for the first time, 
money flowed from sub-Saharan A£ 
to France than the other way. 
France has far-flung territories in the In- 
Ocean, South Pacific and the Carib- 
New Caledonia, the biggest territory, 
be virtually independent within ten 
France has already bowed to pressure 
m New Zealand and others in the area 
said it will cut the number of its nuclear 
s in the South Pacific. Most French poli- 
ians like the idea of France being able to 
Oject" force across the world. Yet bud- 
et-cutters ask if France can any longer af- 
d a proposed nuclear aircraft-carrier bat- 
group that would continue to make this 
Ossible. . y 

_And what of France's influence within 
urope? French politicians talk a lot of 
Iding a European defence pillar. Because 
rance's parliament rejected the idea of a 
opean Defence Force in 1954 and de 

lle pulled French soldiers out of NATO's 

nified command in 1966, France's partners 
not take all France says about European 
lefence at face value. 
_ French people tend to say it makes little 
ds to Western Europe's defences whether 
nce is fully in NATO or not. France's part-. 
disagree. Certainly, France's influence 
vents—particularly on resisting the 
learisation" of Europe, an interest it 
with Britain—would be greater 
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sked at the recent EEC summit in Ma- 
f he had the impression two different 
f the Community were evident in the 
.Mr Mitterrand said coldly, “It’s 
ian an impression." To simplify, the 
ampion the principles of a mixed 
ly against the economic liberalism of 
West Germany, whose monetary 
ince is obliged to follow, holds the 
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ae Germans side with the French - 
X arter for Europe. But on mone- i 
ion, which France favours and. Brit- - 


| iy is at the heart of a deeper — Mi 
munity. For France, the EEC is not just. | 
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German ambition and anchoring Germany 
firmly in Western Europe. France wants the 
system to work all the better now that Cen- 
tral Europe is in a period of change. 

History, for France, does not bear re- 
peating. When France and Germany have 
fought—in 1870, in 1914 and in 1940— 
France either lost or had to be rescued from 
defeat. Though the French economy has 
never been outdistanced, it has lagged be- 
hind | Germany's since the two 
industrialised. Open conflict is not the is- 
sue. Yet economic competition is live and 
the seeds of political misunderstanding are 
there: West Germany is notably more 
Oreen, anti-nuclear and open-minded about 
Russia than France is. All this explaíns why 
France so often looks across the Channel at 
its British rival, not for an argument but for 
help. 
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Greece 
The ends meet 


FROM OUR ATHENS CORRESPONDENT 


T1 LOOKS bizarre, and it is bizarre: a co- 

alition of conservatives and communists 
temporarily united by the desire, in the 
name of "purification", to do down the 
country's other main party. 

Greece's new government, born on July 
2nd, is a last-resort combination of the con- 
servatives of New Democracy and the as- 

sorted Marxists and near-Marxists of the AL- 

liance of the Left and Progress, which ran 
respectively first and third in last month's 
election. The new prime minister is a seri- 
ous-minded but less than world-famous 62- 
year-old ex-submarine commander, Mr 
Tzannis Tzannetakis, a member of New De- 
mocracy whom that party’s leader trusts to 
remain relatively submerged. The experi- 
ment may work, but only if both partners 
stick to the tight three-item agenda they 
have set for themselves. 


 Tzannetakis surfaces 


Anon rin 


Court. New Democracy as not pro-Am 


| the coalition with the Sociali 





The first job is “catharsis”, the clean-up 
of the various scandals that marked the later 
stages of the Socialist government led by Mr 
Andreas Papandreou (despite which the So- 
cialists came a not bad second last month, 
denying New Democracy a majority). This 

involves prosecution by parliament of any 
Socialist ministers who may have been in- 





tt 


-volved in either the Bank of Crete affair or 


the alleged kick-backs ön defence contracts. 
Second comes the depoliticisation, to the 
extent this is possible, of Greek television 
and radio; the Socialists’ control of televi- 
sion was one large reason they did relatively 
well in the election. Then, when the scandal 
prosecutions are well under way, the 
Tzannetakis ministry is supposed to hand 
over the government to a team of caretakers 
who will hold another election, in October. 

It may well be asked whether catharsis 
can be launched within three months. Nor 
is it clear that a new election will produc 
result much different from last month, v. 
New Democracy failed to win outright last 
month because the Papandreou govern- 
ment had ingeniously broüght in a new and 
purer form of proportional representation, 
which made clear-cut victory for anybody 
hard to achieve. Now, to complicate things, 
the Socialists are said to be about to propose 
a law introducing an even purer version. 
The Alliance of the Left would love this: it 
would have given them, last month, nearly 
half as many seats again. It would also, next 
time, be an even bigger barrier to a New De- 
mocracy majority. | 

That may tug the two parts of the gov- 
ernment apart. So could relations with 
America. The United States wants the argu- 
ment about its bases in Greece brought to a 
conclusion as soon as possible. It also wants 
to lay its hands on a suspected Palestinian 
terrorist held in Greece, whose extradition 
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Ayn Rand...The most controversial 
intellectual of her time. 

Millions revered her. Many hated the sound of her name. 
An impassioned advocate of the individual's right to forge 
his own destiny, Ayn Rand blazed her message across the 
world in searing novels. But Ayn Rand was more than 


just a great writer — more than a daring and original 
philosopher. She was the focal point of an entire age. 


‘Together, The Fountainhead and Atlas Shrugged sparked 
a worldwide intellectual and political movement...and to many 
were the inspiration for modern political conservatism. 
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leaa squad could only help, Thoughts of 
Mr Gorbachev and his new style of commu- 
nism played little part. The main compo- 
nent of the Alliance, the big, orthodox 
Communist party, regards. perestroika as lit- 
tle more than a passing fad. 

Mr Papandreou, still. recovering from 
the collapse which put him into hospital af- 
ter the election, is furious that right and left 
have combined against. him. The people will 
not tolerate this ' ‘unholy. and unprincipled 
alliance”, he said, and promised to help the 
people’s indignation “ both inside and out- 
side parliament”. It. had been hoped that 
this election would carry Ot reek politics into 
calmer waters. Not yet: 
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Soviet Union mE 
Disunion | 


66r TT HE Soviet peoples", says Mr Mikhail 
Gorbachev, his conviction tinged 
these days with a note of desperation, “have 
a single destiny.” Do they? The world's last 
great empire has long shown signs of wear at 
the edges. It now seen n danger of tearing 
itself apart... y 
Anall at the bus bout of violence 
against ethnic minorities in Uzbekistan and 
Kazakhstan, which have claimed more than 
100 lives and forced thousands to flee the 
area, on July Ist Mr Gorbachev went on So- 
viet television to appeal for an end to what 
he called this "madness". The wave of vio- 
lence that has rippled through the southern 
republics started with the pogrom last year 
in Azerbaijan against minority Armenians, 
following a row over the disputed territory 
of Nagorno-Karabakh. It continued in April 
this year with demonstrations in Georgia 
against demands by the local Abkhazian mi- 
nority for more independence. Twenty 





= Georgian demonstrators died when soldiers 


and interior-ministry troops went on the 
rampage with sharpened spades and 
poison gas. These troubles could be 
repeated almost anywhere in Soviet 
Central Asia. 

That is because falling living stan- 
dards and worsening food shortages 
provide the tinder for any spark. Uz- 
bekistan’s then party boss, Mr Rafik 
Nishanov, told the new Soviet parlia- 
ment last month that the policy of 
forcing Uzbeks to grow cotton to the 
exclusion of all else had been a “ca- 
lamity". He might have added that 
misuse of chemicals in the cotton 
fields has added ecological and hu- 
man. disaster to economic disaster: 
Uzbekistan's infant mortality rate 
(46.2. deaths in every 1,000 live 
births) is almost twice the already 
high national average, and is ex- 
ceeded only ae Tajikistan 


marten ramp AM se Sp A ATP ANNIS rH a rh rrr P eB edere Artes ani iis ernie tne Han IH i Perte s ti oe PAN Eta tte aee ei Hy tin Any t Lar rt PN i aandaa u y entails aaia ranean meri 

















(46.7) and Turkmenia (58.2). Local unem- 
ployment, it is now admitted, is high, partly 
because little of the cotton, wool or leather 
these republics produce is processed on the 
spot. More explosions seem inevitable. 

Mr Gorbachev was slow to react to the 
nationalist threat. Last Saturday he prom- 
ised a combination of “resolute measures” 
against those who provoke unrest and what 
he calls a "restructuring of the federation”. 
But the proposals he has come up with so far 
for greater financial autonomy for the re- 
publics only add to the fears of the patch- 
work of national minorities across the 
southern Soviet Union: if they can be 
burned out of their homes and businesses 
while control is still nominally in Moscow, 
what worse fate awaits them when greater 


| Population, 1987 (m) 


Soviet Union 


RUSSIAN REPUBLIC 





HE Soviet defence minister, General Dmitri Yazov, has called for an investi 

into how a pilotless Soviet MiG-23 fighter aircraft managed to fly from 
across East Germany and into NATO airspace on July 4th without being detected. 
American F-15s shadowed the aircraft across West Germany and Holland ur 
crashed into a house in Belgium, killing one person. Something went wrong wit 
aircraft on take-off in Poland, where the pilot ejected. The Soviet Union operate 
Warsaw pact's air-defence radars. Perhaps the radar-watchers in East Germany 
too busy wondering why Soviet troops there had just hàd their name changed: 
Group of Soviet Forces in Germany to just Western Group. It was a sop to East 
man sensibilities over sovereignty. Soviet commanders still have the legal run o 
puce That is, they would if they had their mind on the job. 
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powers are handed to their local oppr 
Nor are the republics’ bosses terribl 
on new rules designed to make the 
more on their own financial feet. Sor 
them look wistfully back to the corrup 
Brezhnev years when roubles flowed de 
to them to keep their republics quiet, 

The "nationality question" is d 
debated at a Central Committee me 
later this month. It is hard to see how 
thy party resolutions will help. Mr G 
chev speaks of the “lawlessness” of 
lin years, when whole nations were 
to exile in Russia or Central Asia, i 
that ways may eventually be found t 
some of these people to their. 
homes. But he draws the line at 
that might lead to the unpicki 
_ viet Union. | 

That is just what th am 
confident northerners—the_ 
Estonians and Lithuanians 
want. Organised pressure 
Baltic republics for little s 
pendence is still the biggest 
all. The Balts managed to get 
parliament in Moscow to. 
commission to investigate 
protocols to the Hitler 
which led to the annexat 
republics into the Sovie 
They, like members of G 
tionalist Shota Rustaveli $ 
have been dusting off their cò 
earlier state treaties signed 
Bolsheviks in the 1920s th: 
their national independence. 

Mr Gorbachev has prom 


new Soviet constitution tl 
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pressure, without offending the 


he Russians. 
re already in. high dudgeon. In 
epublics the local Russians have. 
rganise themselves to fight new 
the local language replace Rus- 
cial language. In the Ukraine, 
d Moldavia, so far the quietest 
publics, local Communist parties 
van increasingly hard time stamp- 
| citizens’ groups; these groups 
same sorts of advantages—in lan- 
s, housing, schools—over immi- 
àns that the Estonians and oth- 
voting themselves. 
chev tries rather lamely to 
this by talk of strong republics 
g centre. But it is becoming ever 
farx would have been closer to 
d he described nationalism, not 
ie force that moves history. 











ks from Bulgaria now topping 
JO, the Turkish government is won- 
despairingly when it will stop. The 
ns claim that the latest emigrants 
ng to Turkey voluntarily, as “tour- 
ey may be leaving voluntarily (un- 
rst batch, who were clearly booted 
ut (unlike “tourists’’) they have no in- 


























republics and the centre. He is .- 
looking for ways to relieve the 


organisations, the Turkish government is 


with the biggest real clout in the 





now looking to the Soviet Union for help. 


-As all the world knows, Mr Gorbachev has 
more urgent problems on his own doorstep. 
Nevertheless, the highly personable Soviet 


Turkey, Mr Albert 


ambassador to 


Chernishev, has been shuttling between 
Moscow, Sofia and Ankara, in what he him- 


self calls a “mediation” exercise. | 

Few people expect him to succeed. Tur- 
key wants speedy negotiations to work out 
an orderly exodus of an agreed number of 
ethnic Turks, plus solid safeguards for the 
rights of those staying behind (in all, there 
are reckoned to be nearly 1m ethnic Turks 
in Bulgaria). The Bulgarian government, 
feeling it has the upper hand, has so far been 
unwilling to talk on these terms. l 

For the Turks, the affair has also taken a 
highly uncomfortable, if predictable twist. 
Foreign commentators are drawing parallels 
between Bulgaria’s treatment of its Turks 
and Turkey's treatment of its Kurdish mi- 
nority. The official line in Sofia is that there 
are really no ethnic Turks in Bulgaria at all, 
merely descendants of Bulgars who were 
"Islamicised" during 500 years of Ottoman 
rule. Turkey argues that it has no Kurdish 
minority, and that the Kurdish tribesmen of 
the south-eastern provinces are merely 
"mountain Turks". Privately, the more so- 
phisticated Turkish officials acknowledge 
that the Kurdish comparison is vitiating 
Turkey's case against Bulgaria. 

That does not subtract from the human 
drama at the Kapikule frontier post. If Mr 
Gorbachev cannot stop the exodus, the best 
hope is that economic pressures within Bul- 
garia will; already the economy has been hit 
by the departure of thousands of workers. 
But this nasty affair looks like dragging on 
for some time. On July Ist Turkey's foreign 
minister, Mr Mesut Yilmaz, forecast that 
Bulgaria would expel a total of around 


300,000 ethnic Turks. 





West Germany 
The silent alliance 
of EMU-doubters 


FROM OUR BONN CORRESPONDENT 


TZ OR better or worse, Mrs Thatcher has a 

lot of support in West Germany for her 
sceptical views about economic and mone- 
tary union (EMU) in Europe. It may not seem 
so, to judge from the public French-German 
back-slapping over EMU. But in private a sur- 


| prising number of influential West Germans 
share Mrs Thatcher's doubts, even though 
they may deplore ber table-thumping 


tactics. 

—— Much the weightiest doubter is Mr Karl 
Otto Pöhl, president of the Bundesbank, 
the West German central bank, which is in- 





dependent of the government and enjoys . 
great prestige. Unlike Mrs Thatcher, he ad- 
vocates both monetary union and immedi- 
ate full British membership of the European 
Monetary System. But Mr Póhl's positions 
are closer to Mrs Thatcher's than they seem 
at first sight. 

He would love to have the British as full 
members of the EMS to help shoot down the 
sometimes impractical schemes of the 
French. And when Mr Pöhl talks of mone- 
tary union he means changes that would not 
undermine the national sovereignty Mrs 
Thatcher so cherishes: abolition of capital 
controls and economic convergence (with 
minimal inflation) among the member- 
states to a point where the parities of EEC 
currencies no longer need changing. 

Get that far—and Mr Pöhl reckons it is — 
still a good way off—and the creation of a 
European central bank and common cur- 
rency could follow. It would, however, be 
necessary to make sure that the Euro-bank 
would be at least as effective and indepen- - 
dent as the Bundesbank (something Mts 
Thatcher would balk at), and the Euro-cur- 
rency no less hard than the D-mark. If not, 
there would almost certainly be no majority 
in West Germany's parliament for changing 
the Bundesbank law, an essentíal step in 
transferring monetary control to an interna- 
tional body. | A 

These views are shared by many leading 
politicians in all three of the parties that 
make up the centre-right government in 
Bonn. One cabinet minister won murmurs 
of assent at a private gathering recently 
when he gave warning that over-hasty ef- 
forts to usher in EMU would be bound to 
"bring catastrophe". 

Why do such views not get more of a 
public airing? One reason is a reluctance to 
ruffle the French, who adore the idea of 
monetary union. The chancellor, Mr 
Helmut Kohl, is loth to upset his chummy. ` 
relations with President Mitterrand. Be- 
sides, Mr Kohl is instinctively in favour of 
European integration—and his instincts 
count for much, even though Mr Pöhl regu- 
larly whispers in his ear about the practical 
difficulties (most recently, six days before 
the European summit in Madrid). 

Another reason is a reluctance to cross 
the West German foreign minister, Mr 
Hans-Dietrich Genscher. He is easily the 
keenest fan of EMU in Bonn (far keener, for 
instance, than Count Otto Lambsdorff, the 
chairman of Mr Genscher’s liberal Free. 
Democratic party and a former West Ger- 
man economics minister). Mr Genscher be- 
gan making the running on monetary union 
early on and it is now hard for others in the 
coalition to try to slow him down publicly 
without seeming “bad Europeans". All the 
more so since the opposition Social Demo- 
crats broadly share Mr Genscher’s views on 
monetary union (as they do on disarma- . 
ment) and are eager to pounce on any signs 












Euroc is an inter- 
national industrial 
and trading group. 
| Mineral-based pro- 
ducts form the 
foundation of the 
. Group's operations. 
Euroc gives pri- 
-ority to building 
"products, building 
systems for struc- 
tural frameworks 


5e The. construction 1 field is so comprehensive that 

specialization is necessary, especially if a com- 
pany wants to expand in the international mar- 
ketplace. It is better to hold a few high market 
shares in some fields than to spread the resources 

too thin. This. strategy is also relevant for esta- 
blishing operations geographically. Today, Euroc 
has focused its efforts on the Nordic countries, 
the European Community and the eastern seabord 
of the United States. 


r Euroc’s positive growth continued in 1988. Sales 
rose 40 percent to SEK 9.5 billion. Earnings after 
net financial items - before deduction for 
minority shares — increased 76 percent, to SEK 
821 M. Profitability rose further and has now 
reached Euroc's long-term goal - a 20-percent 
return on capital employed in industrial operations. 


© To find out more about the performance, direction 
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In association with the Aker Group of 
Euroc acquired two cement manufac 
Castle Cement in Great Britain and All 
the United States, as well as the Vinelan 
mixed concrete company in the U.S. E 
purchased van den Brink in the Netherla 
producer of lime sandstone, and a majority 
in Zanda, the largest manufacturer of co 
roofing tile in the Nordic countries. A 
panies are Md pent in t leir n 



































*1988 is a year w 
remembering. E 
position as one of th 
leading companies 
the industry 

ther strengthened. Oi 
international oper 

tions overseas w ! 

expanded substanti il 

and Euroc’s earn ns 

increased sharply for the second year in a ro 

1989 has started out well for Euroc and v 

expect demand to remain strong during the r ist 

of 1989. Euroc's profits should therefore | increase 
further this year." 
Sven Borelius 
President and CE O, Euroc Gro 
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0king eastward 


4 OUR BRUSSELS CORRESPONDENT 





'RIA'S- formal application to 





nded to the next foreign ministers’ 
in Brussels on July 17th. Don't 
ear the answer. m diplo- 
are limbering up for a long haul. 
ministers will ask the European 
mission to prepare a report on the 
lication, and such reports can take 
$. That on Turkey’ s application, 
dged i in April 1987, is still not ready 
Turkey's case is more embarrassing 
1 Austria's). 
When the commission makes its re- 
ye heads of the EEC governments 
ve to ) decide whether they want to 


























ing government ranks. 

3enscher may yet get his way. But 
is critics to pipe up if or when the 
loser to a-decision which Mr Pohl 
tiends have their doubts about. 





: pr social dimension 


OUR BRUSSELS CORRESPONDENT 


| THE time France’s six-month stint as 
LJ EEC president ends with the Strasbourg 
nit in December, President Mitterrand 
to be able to point to at least one tri- 


:an Commission's plans for a "social 
on’, the core of which is a proposed 
of fundamental social rights. 

he Madrid summit last month Mrs 
r single-handedly blocked the ap- 
f a draft of the charter. Although its 
are vague ("a decent wage shall be 
shed") and would lack legal force, its 
ance to both detractors and support- 
ymbolic. To Mrs Thatcher it stands 
‘return to bureaucratic regulation 
h the back door of Brussels. To Mr 
s Delors, the president of the commis- 
Ye charter is a political signal to work- 
t the post-1992 Community is about 
than a single market and tougher 
tition. 

rs T hatcher's opposition has deterred 




















in the European Community will 


s. priority is to push forward the | 


Mr Mitterrand nor the commission. 
lasso Papandreou,. the socialaffairs 
ssioner - án bine is congue : 


Waving the book at them 

















































start formal negotiations. Those could | 
take several more years. If the result isa | 
treaty of accession, 12 national parlia- | 
ments and the European one wouldhave | 
to ratify it. | 
There are good economic reasons to | 
welcome Austria into the Community 
with which it already does 7096 of its | 
trade. Its commitment to neutrality | 
could be a problem. Austrians are confi- 
dent that their neutrality is perfectly 
compatible with today's EEC. But gung- 
ho federalists fear that a member whose | 
neutrality started with international bar- | 
gaining—as Ireland's did not—could | 
thwart progress to peines union. | 


it will go to the Strasbourg summit. 
Whether or not Mrs Thatcher is persuaded 
to accept it may by then not matter much. 
For in October Mrs Papandreou plans to 
unveil an "action programme” of proposed 
social measures. This will include schemes 
for tackling unemployment (for example, 
the commission will expand its LEDA pro- 
gramme, which already offers 12 pilot areas 
advice on job-creation). And it will include 
draft laws based on the charter. 

The commission hopes to win Britain's 
support for the action programme by avoid- 
ing compulsion on sensitive matters (no 
other country is likely to quarrel with the 
action programme). On three clauses in the 
charter that the British took exception to— 


covering rights to a "decent wage", continu- 


ous training and worker participation —Mrs 
Papandreou is likely to produce nothing 
stronger than a commission recommenda- 
tion. Recommendations, unlike directives, 
do not have to pass through the Council of 
Ministers, and are not binding. 

In only a few areas will the commission 
propose binding legislation. One is health 








and safety, on ee Brin accepts, the 
need for Community rules. Another is free 
movement of labour. On this, the proposed 
directives would: 
@ allow workers to mauk private pension 
rights across front | 

e give migrant work 







A Pug rights 


e give migrants frees acce 
Britain could live wit 


| ds 
ing working conditions. While the c commis- 
sion cannot lay down the maximum number 
of hours i n the working od it wants to 







ss young Rot can wor at drm Brit- 
ain has just got rid of i its own laws limiting 
night work. | 

The commission also intends to propose ... . 
giving part-time employees the same 
rights—including written contracts, social 
security and a pro-rata share of all bene- 
fits—as full-time staff. Britain. reckons the 
resultant bureaucracy would discourage job 
creation. Nor will Britain li propos 
to give sub-contracted migrant workers: the 
right to the same pay and benefits as work- 
ers in the host country. 

Conflict also looms over the part of the 
action programme dealing with equal rights 
for men and women. Britain does not think 
more legislation is needed: Mrs Thatcher is 
proof of that. But the commission plans to 
revive some directives that Britain has al- 
ready blocked, including one on parental 
leave and another on shifting the burden of 
proof on equal-rights matters to the em- 
ployer. Another proposal to help self-em- 

ployed women is in the offing. 

Britain should have no trouble blocking 
directives on equal rights and working con- 
ditions. For like most social legislation, .... 
these require unanimity in the Council ó 
Ministers (among the few exceptions are 
laws on health and safety or vocational 
training, which can go through on a major- 
ity vote). 

However, the commission is thinking 
about getting round British objections to 
one of the most controversial parts of the 
"social dimension". It is considering using 
an article of che Rome treaty covering the 
establishment of companies to push 
through on a majority vote the worker-par- 
ticipation options of its proposed European 
Company Statute. In the past it had been 
assumed that laws on workers" rights needed 
unanimity. When it decides next week 
whether or not to use this ploy, the commis- 
sion will have to weigh whether it would 
rather get the measure through and provoke 
Mrs Thatcher, or mollify her and see the 
statute sink. Both the commission and the 
French presidency regard the company stat- 
ute as vital for the "social dimension". 
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The fact is, at Chase we have been handling deals, and they're experts in all of the key sectors 
mergers, acquisitions, divestitures and company of European industry. 
estructurings on European soil for many years. The Europe of 1992, in our opinion, will be 

Importantly, we have people "on the rich in opportunity for all of our clients around 
round" in Europe who know the markets inside the world. 
nd out. They've been involved in initiating and And that's becaus 
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As Europe becomes a single marketplace in that's projected to be worth nearly four and a 
1992, competition between companiestogaina half trillion dollars a year. 


stronger foothold in each nation will be fierce. Obviously, any company that's doing business 


And it won't be a contest between European | in Europe now and after 1992 is going to nec 














IO THE 
companies only. services of a global financial institution that's skilled 
Already, corporations from around the world | incross border deals in all of the European nations. 
; Which we undoubtedly are. 
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— IN STRATEGIC PLANNING, IN COST REDUCTION, IN MA KETING. 
MARKE IS ENGINEERED FOR PERFORMANCE iN SPACE, IN THE IN MAKING THE BEST USE OF HUMAN RESOURCES, 
AIR. ON THE BATTLEFIELD, ON THE GROUND AND UNDER WATER. WHICH EXPLAINS WHY ONE OF THE WORLD'S GREATEST 
EVERY DECISION THAT BRITISH AEROSPACE TARES MANUFACTURING COMPANIES 1S ALSO ONE OF THE WORLD'S 
‘S$ AIMED AT ENHANCING ITS BUSINESS PERFORMANCE BEST- PERFORMING BUSINESSES. 


British Aerospace pic, 11 Strand, London. 
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What are they building? 


IH more than a year ago, Europeans them- 
selves barely realised that the 12 European 
Community countries had found a real resolve to 
turn themselves into one open market by the end of 
1992. It was only after a wrangle over the EEC's bud- 
get and farm policies had been settled in February 
1988 that their governments woke up to the task 
they had set themselves more than two years earlier. 
The pace of construction picked up in 1988, helped 
by the weight and competence of West Germany as 
president of the European Council during the first 
half of the year. But the significance of this project 
for the rest of the world still rated barely a passing 
thought among its architects. 

The first survey in The Economist of 1992, 
which appeared in July 1988, reflected that Euro- 
pean self-absorption: it laid out the blueprint of 
what was being built behind the hoardings, and the 
great scope for rows within the consortium of states 
that was trying to build it. This survey follows the 
1992-obsession abroad, where it has spread power- 
fully during the past year. It will tell of the worries of 
the world outside, how much they are justified, 
what 1992 could do for the world's trading system, 
and how it has altered perceptions of the EEC 
abroad. In the end it will return to the tensions 
within the building-site. Some of these have been 
suppressed: harmony now for discord later. Others 
have broken out in shrill tones. Underlying them all 
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is the question that will not go away: what is the 
European Community really building? The answer 
is grander than at first seemed likely. 


The word is out 


Government officials in Washington say that more 
Americans are now aware of what they call *Eco2" 
than were ever aware of the free trade agreement 
that was negotiated between America and Canada. 
Japanese corporate planners talk of little else when 
Europeans come to call. The governments of Euro- 
pean countries outside the EEC devote much time to 
worrying about it. The project has taken off more 
powerfully than most of these outsiders expected. It 
has presented each of them with a dilemma. Amer- 
ica is torn between the ideal of the strong, demo- 
cratic Europe that it did so much to launch, and the 
prospect of a less malleable western partner—stron- 
ger and more self-interested in its economic policies, 
more self-willed in its attitude to foreign policy and 
defence. 

Japan rubs its hands at the prospect of another 
great market to conquer, but wrings them in the un- 
easy knowledge that 1992 may make the European 
market less conquerable. And those West Europe- 
ans outside the EEC wonder "how can we not be part 
of a Community that will increasingly dominate our 
economic lives, and which aims at what its members 
presume to call European union? And yet how can 
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Within Europe 

and beyond, the 
ultimate goal of — 
the European 
Community S — 
1992 project 
remains a [ 
mystery. It is less 
than some 3 
outsiders feared, 

writes Nicholas | 
Colchester, our 
deputy editor, but 
more than some — 
insiders expected. 
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... Andriessen... 








The three marketeers: Bangemann ... 





we become more closely involved when most of 
us—Switzerland, Sweden, Austria, Finland—have 
embraced neutrality, and when the obligations of 
membership deepen by the hour?” 


Fortressphobia 


In the late summer of 1988 a notion that the EEC was 
constructing a "Fortress Europe" took hold abroad. 
There had been no detailed statement, till then, of 
the external trade regime envisaged for the com- 
pleted market. The best on offer was the communi- 
qué of the European summit in Hanover, in June 
1988, which ended West Germany’s six-month stint 
as president of the Community: 


The internal market should not close in on itself. In con- 
formity with the provisions of the GATT, the Commu- 
nity should be open to third countries and must negoti- 
ate with these countries where necessary to ensure 
access to their market for Community exports. It will 
seek to preserve the balance of advantages accorded, 
while respecting the identity of the internal market of 
the Community. 


...and Brittan 





This was openness, but openness with the gloves 
well up. Then came Mrs Margaret Thatcher’s cele- 
brated speech in Bruges in late September 1988: 


My fourth guiding principle is that Europe should not 
be protectionist... It would be a betrayal if, while 
breaking down constraints on trade to create the single 
market, the Community were to erect greater external 
protection. We must make sure that our approach to 
world trade is consistent with the liberalisation we 
preach at home. 


Here too was openness; yet this speech, which 
marked a breakdown of the facade of unity with 
which the 12 members had set about building 1992, 
was more about a threat to be avoided than about a 
principle firmly enshrined. 

Words or no words, worried foreign watchers 
saw evidence of modern protectionism—a toughen- 
ing of the EEC’s use of anti-dumping actions, a tight- 
ening of “rules of origin" to stop convicted dump- 
ers side-stepping those actions, and an 
uncompromising demand for “reciprocity” abroad 
in the draft regime for pan-European banking. They 
heard the pleas for protection of European industri- 
alists, such as Mr Umberto Agnelli of FIAT. The 
commission was for a time reluctant to be clear 
about its external-trade policy. The 300 directives of 
the 1992 plan already contained quite enough to 
give vested interests inside the EEC the shivers: it 
seemed no time to add the threat of the outside 
world to their fears. So, little was said and the out- 
side world assumed the worst. 

Since last autumn that pessimism has been as- 
suaged, and Europe's image has improved. In late 
October the Brussels commission debated external- 
trade policy and published a much more detailed 
statement of the Community’s trading intentions. It 
stressed the Community's vested interest in vigor- 
ous trade: its external exports are 2096 of world ex- 
ports, against America’s 15% and Japan's 9%. 
Those external exports are equivalent to 9.096 of its 
own GDP, compared with 6.796 for America and 
9.3% for Japan. It promised loyalty to the GATT 
rules on multilateral trade. For types of trade not 
covered by the GATT, it defined, in broadly 
unfrightening terms, the kind of reciprocal access to 
other countries it would be pushing for. It said that 
it might, in certain cases, replace national protec- 
tion (which the planned Europe-without-internal- 
frontiers would make unworkable) with Commu- 
nity-wide protection; but it promised that the 
overall level of protection would not go up. The 
overall gloss was: “Not fortress Europe, but partner- 
ship Europe.” 

Other developments have further brightened 
the EEC's image. There was a compromise between 
the EEC and America over farm protectionism in 
April, which allowed the Uruguay round of GATT 
negotiations to continue its quest for a world trad- 
ing regime that can cope with modern realities. 
There was a change of commissioners when the Eu- 
ropean Commission's new four-year term began at 
the start of this year. Mr Frans Andriessen, a cool 
and economically liberal Dutchman, became com- 
missioner for external relations, replacing a colour- 
ful Belgian, Mr Willy De Clercq, who had said one 
or two rash things that outsiders had seized upon as 
evidence of Euro-protectionism. Lord Cockfeld, 
the didactic commissioner who drew up the blue- 
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Sanpaolo: a leading European player making its way in the world. 


In Europe: — - direct and indirect representation and co-operation agreements 
in 15 countries; | 
- participation in major banking groups in Europe and 
. Mediterranean countries; 


In the world: - direct representation in America, Asia, Africa and the Pacific region. 


A multi-functional Group with a range of financial services to meet 
the requirements of a world-wide clientele. 


London (branch): 9, St. Paul's Churchyard, London ECAM 8AB - Tel. 2362311 
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Right now, only 5% of business information is stored or manipulated 
by computers. The remaining 95% is paper-based. 

If you’re to succeed, your computer system must be able to handle 
100% of your business information, no matter in what form it is, no matter 
| where it is. Wang can deliver on that 
promise today. With imaging products 
that allow all of vour paper-based information to be captured, stored, retrieved, 
shared and distributed as an added dimension to data processing, 

With products that can communicate and integrate easily with other 
systems, whatever and wherever they are. 
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With products that can display real documents and photos, work the 
way vou work, and help you run your business right from your desk. 

Developed under a strategy called Integrated Business Solutions, 
Wang today can address equally well the needs of your people, the way vour 
business runs and your technology investments. And Wang s unique approach 
to computer communications is proving itself every day in every kind of 
business from finance to manufacturing, from retail to government. 

Wang’s Integrated Business Solutions. It’s the best way to handle all 
your business information. It's the best way to protect your computer 
investment. And it’s the best way to prepare for your future. Today. 
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Marketing Communications, Wang European Headquarters, 10 Rue de Geneve, 1140 Brussels, Belgium. 
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business concern, industrialists in our own 
right, as well as commercial leaders. 









oors are open to you. İşbank, Turkey’s lar- 
gest private commercial bank, has 65 yearsof — 


xperience in opening these doors. We area - 


As a result, there is no market information we 









can't obtain, no introduction we can't make, 
no door we can't open. Business opportunities 
in Turkey are there for the taking, and with the 
right key, you can gain access to all of them 
with speed and ease 

Come and use the key. 
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5 fa came one of West Germany's economic liber- 
- als, Mr Martin Bangemann, as commissioner for in- 
- dustrial affairs and the internal market. In, too, 
came Sir Leon. Brittan, from Britain, as commis 
sioner for competition policy, where he continues 
the liberal campaign conducted by Mr Peter Suther- 























































mancial services. This trio of new- 
comers now forms a powerful block within the com- 
mission, pushing for an open Europe. 
: True, the president of the commission and re- 
the Community remains a socialist 
i es Se Delo OS. But as Ponsa 
















economy ae on a course nns very 
ion. Mr Delors has not tried to 























ürope' S "social dimension! and 
s did VEU a vision of Europe 


land, A de Me d of pt pa bis 
chipped away at the internal market's protectionist 
potential bit by bit, area by area. Antidumping ac- 
tions, standards, reciprocity, voluntary-restraint 
agreements: this survey later examines weapons in 
the armoury of modern trade warfare and how the 
new Europe is wielding them. For the moment, one 
general point suffices: as they peer into the 1992 
building site, outsiders now see that there is no 
masterplan for a fortress Europe. Some protection- 
ism is being created in the process of building. Some 
people within the commission have to control their 
interventionist instincts, rather as Dr Strangelove 
controlled his right arm. But a surprisingly open 
market is being improvised on the run. 

This M d cannot use familiar and tested 
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^ )ROGRESS ; in passing the European laws in the 
white paper itself —the programme of 300 (now 
iv 279) directives that forms the practical 
E che internal-market project—has remained 
lv brisk. This summer roughly half of 
hives either have been adopted by the Eu- 
pil or said the vital "common posi- 
he council (see chart on the next 
Bag vears since the white paper was 
pd a half years remaining be- 
ge project is still vaguely in 


kariy directives were 
b re paper was writ- 
TS by the coun- 


tools of trade liberalisation. ro] | dge 
to provide a degree of economic interdep ndence ^ 
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between sovereign states that has never been at- 
tempted before. This makes it a pioneer in areas 
that GATT will later tread in its quest for a world- 
wide regime against non-tariff barriers, or for trade 
in services, or for respect of intellectual property. In 
all these types of commerce, protection ceases to be 
a matter of quotas, recalcitrant border ofhcials, pa- 
perwork and charges at frontiers. The rules of the 
sovereign states are what create the protection: the 
standard for exhaust gases that the foreign motor- 
car does not meet; the banking rule that bans the 
service that a foreign bank wants to provide; the 
state favouritism that stops foreign companies 
building airports in lapan. So the referee of a trad- 
ing system, whether a European one or a world one, 
must move his gaze beyond tariffs and quotas and 
start pronouncing on national laws. When that hap- 
pens, as in Europe 1992, sovereignty fights back. 

The commission then faces quandaries that the 
GATT may come to know. Does it precisely define 
and limit its powers in each area, with books of rules 
that look pernickety? Or does it leave the rules 
vague and stand accused of the fashionable sin of 
the age—lack of accountability? Does it get govern- 
ments to face up now to the logic of what they are 
letting themselves in for, the better to get the politi- 
cal pain over with? Or does it leave the commit- 
ments vague, hoping that political resolve will still 
be there when market forces test them later? Does it 
prepare governments now for less freedom to set in- 
direct taxes; or let new market-driven constraints 
crowd in on them later? Does it prepare govern- 
ments now for the need to co-ordinate their mone- 
tary policies; or let them scramble for such co-or- 
dination when newly liberated capital flees? 

The danger for ax EEC in the first course is of 
gratuitous meddling from the centre. The danger in 
the second is of a cop-out when the crunch comes: 
borders that do not stay open, exchange controls 
that are re-imposed. Pushed in good measure by the 
British, the Community and its commission have 
opted for the second course. So progress towards a 
deregulatory 1992 has been encouraging. But the 
directives tend to be directives of intentions rather 
than means, with hard choices delayed till later. 


cil is only a start. The directives have to be incorpo- 
rated into national law and then put into practice. It 
will take years of bureaucratic adjustment and many 
appeals by companies and people to the European 
Court of Justice in Luxembourg to make those 
directives deliver the access to other countries’ mar- 
kets that they promise. 

The sources of encouragement remain power- 
ful. A combination of the enlargement of the EEC to 
include 12 countries and the passing in 1987 of the 
Single European Act—which was the enabling 
treaty for 1992——made a weighted form of majority 
voting the norm in the council for much of its 1997 
directive-passing. The prospect of such voting has 


encouraged much more give-and-take between gov- 
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ernments as they concede what will not hurt them 
in return for support where they really want it. 

The private sector within and beyond Europe 
now believes in and acts upon the prospect of a 
great market to a degree that makes the business 
significance of 1992 all but irreversible. Toyota of 
Japan was heavily influenced by the prospect of a 
large European market, with a still unknown degree 
of external protection, to invest $1 billion in a car- 
making plant in Britain. In high-technology indus- 
tries, where access to big markets and procurement 
contracts is vital to defray today’s vast research and 
development costs, the prospect of 1992 has 
prompted mergers between European companies, 
and inward investment by outsiders. The envisaged 
link-up between Siemens, GEC, and Plessey is an ex- 
ample in telecoms; ditto for that between Alsthom 
of France and GEC in power equipment. Northern 
Telecom of Canada has bought into sTC in Britain. 
AT&T of America has bought into Italtel ín Italy. 
Nestlé, a Swiss food company, spent more than $6 
billion last year to consolidate its hold on the Euro- 
pean food business with takeovers that included 
Rowntree of Britain and Buitoni of Italy. BsN of 
France has paid $2.5 billion for the European food 
businesses owned by m Nabisco. Argument 
whether such merger mania has really been spurred 
by 1992, or would have happened anyway, misses 





















the point: these companies will be counting on an 
EEC with more open procurement and permeable in- 
ternal frontiers. The 1992 white paper is going with 
the grain of big business. 


Three ways to market 

The 1992 programme can be divided into three 
parts. There is the campaign against barriers at fron- 
tiers that halt the flow of people and goods. There is 
the one against the "barriers within’’—the national 
rules that stop goods being sold, capital flowing, or 
firms of lawyers setting up their chambers across Eu- 
rope. And there are grand accompanying visions, 
called for in the Single European Act. These are: the 
"social dimension", which seeks to establish the 
rights of ordinary people in the great market and to 
help the poorer among them; moves towards eco- 
nomic and monetary union (EMU), including one 
currency and a European central bank; closer co- 
operation in making European foreign policy (con- 
fusingly called political co-operation); and, grandest 
and vaguest of all, European union. 

In the assault upon the unseen barriers the best 
progress has been made on industrial standards. 
Half the directives to stop national product regula- 
tions and safety rules blocking the free flow of goods 
have gone through the council. When Business In- 
ternational, a sister company to The Economist, 
asked European industrialists about their attitudes 
towards 1992, more of them mentioned progress 
against obstructive standards as being important to 
them than anything else. The commission has side- 
stepped man-aeons of negotiation here by insisting 
that EEC countries accept products made under each 
other's product laws, provided that these meet es- 
sential requirements for safety and against pollution 
that are laid down in European directives. The busi- 
ness of reconciling national standards to create Eu- 
topean ones (which are there for more-or-less op- 
tional convenience) is then left to two agencies, CEN 
and CENELEC. The underlying idea is that govern- 
ments should briskly regulate while agencies and in- 
dustries methodically standardise. 

The essential requirements have now been es- 
tablished for pressure vessels, toys, construction ma- 
terials, electrical interference and machine safety. If 
that seems scanty, remember that the last of these 
covers roughly half of the output of the mechanical- 
engineering industry in the Community. So far, so 
good: but consumer-protection-through-regulations 
has an onion-like ability to reveal new layers of un- 
friendliness as each one is stripped away. There 
tends to be pressure for additional directives: a ma- 
chine-usage directive, for example, to prevent opg 
ators injuring themselves on Euro-safe machi 
There is the matter of certification, too. Brigg 
pushing for self-certification by manufacy 
machines declared Euro-safe would be prag 
be so unless challenged—but the Germa 
ing this: they want men in white cg 
spectacles to scrutinise new protot 
certificates. — 
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The shareholders' meeting of Banca P alio: 
30, 1988 and chaired by Prof. Avv. Piero ari bae (i 
were present, either in their own name or by proxy), t che 
© proved the Financial Statement a at t December 3, 1988 3S a ince s the 
E Bank's S establishrnetit " 
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assignment of a dividend of Lire 525 per 


logna and Ferrara (26 branches). This ` -~ The Boar 


expansion made further significant pro- 
gress this year following the incorpora- 
tion with Banca Popolare Apricena (25 
branches) on April 6. 


During the Meeting the Chairman. was 
also pleased to announce that the capital 


. increase, ended on March 24, 1989, had 
taken the Bank's net worth to Lire 1,172 
billions (the conversion of the warrants 


coming out of the operation will mean a 





ther increase of capital by Lire 67 bil- 
lions). 


— The General Meeting has approved s os 


vision of Lire 37.6 billions to > patrimonia 


Bipiemme Group 


Financial Highlights as at December 31, 1988 a of Lire). 


l Customer deposits — — 
E Financial Sources z a 6 
Guarantees and | 





to the intermedia on act 
banks of Bipiemme Group (Banca Pop- 
olare di Milano and the controlled Banca 
Agricola Milanese and Banca Briantea) at 





- the. end of 1988. 


The Meeting confirmed the following 
company appointments: | 
Prof. Dott. P. Marchetti and Prof. Dott. 


A. Martelli as Deputy Chairmen, Prof. 


Dott. R. Arduini, Dott. F.P. Beato, Prof. — 
Ing. M. De Marco, Mr. G. Fantoni, Dott. 

M. Onado as Members of the Board and — 
appointed Prof. Dott. P. Ranci Ortigosa as 
a new member of the Board. 


+ 14,4% 
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Lire 8,679 
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With a processing capacity of 18 million Tnetric tons 
per year (360,000 BSD) and 5 million tons 

per year of conversion capacity, SARAS refinery 
can receive crude oil from tankers of up to 

260,000 DWT, store into its huge tank farm 

(4 million cu.mt.) and deliver the entire range of 
refined products according to customer requirements. 
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dards: have an international ‘reputation which 
makes DIN’s leadership hard to resist as CEN and 
CENELEC strive for European harmony. And though 
following European or national standards is no 
| -longer mandatory for the European manufacturer, 
| no one can force a private customer in Britain, say, 
. not to demand a standard British product or imag- 
- ine a West German who would not specify Din. The 
only sort of business where the new approach might 
make a difference is government procurement, 
where national standards cannot be stipulated — 
= though in practice they will often remain essential 
to a tenderer's chances. 













The business of money 
P as year's survey of 1992 in The Economist picked 
pon finance as the single most promising area of 
ss in stripping away the barriers within. A 
nance retains that title, but the going is 
tougher, The basis remains encouraging. In 
88 the 12 EEC members agreed to remove all 
change controls, both within the Com- 
























































and Ireland (1992), and Portugal and 

3 ). The French agreed to do this pro- 

vided the commission suggested ways to prevent tax 
evasion on interest income. It feared that savings 
acounts would migrate to Luxembourg, a member- 
state which charges no withholding tax on such in- 
come. The commission duly cooked something 
up—without much evident relish—suggesting a 
unified withholding tax on interest income of 15%. 
Britain never liked this idea. Part of London's at- 
traction as a financial centre is its lack of tax on 

. large deposits. bin Germany imposed a withhold- 
ing tax of 1096 early this year, but quickly found it 
had merely succeeded in showing its citizens the ap- 
peal of Luxembourg. It saw, too, that if Luxembourg 
were harmonised into line, Swiss banks would hap- 
pily oblige. 

So the withholding-tax idea has been pro- 
nounced as good as dead. Given that France has al- 
ready got rid of the exchange controls that have any 
real effect on speculative outflows of money—those 
that stop companies holding their money where 
they want—and given France's enthusiasm for the 
idea of monetary union, the demise of this tax does 
not threaten the prospect of most of Europe's con- 
sumers being able to buy financial services across 
the EEC by late 1990. More worrying is a safeguard 
clause, conceded in June 1988, which allows mem- 
bers to reimpose exchange controls for six months, 
if they suffer a currency crisis. 

Building upon the assumed right to move 
money across Europe, the Community is composing 
its most daring variation on the 1992 theme of “mu- 
tual recognition" of rules. Broadly speaking, once 
essential standards for the soundness of financial 
firms and for the protection of their customers have 
been laid down in Brussels, EEC governments are to 
be asked to trust each other's interpretation of 
those rules and allow financial firms to sell in each 
other's markets whatever they can sell at home; and 
under home control. Acceptance of this broad prin- 
ciple has been brisk; but it is bedevilled by the de- 
tails. The closer one looks at the financial services 
regime, the more the ifs and buts to "mutual recog- 

ition” become clear. 











grooves on the clubs. It is already clear that a direc- 


beyond, by July 1 1990—the exceptions 


















































e In insurance, where Europe's national industries 
are in general highly protected, the European Court 
handed down a ruling in 1986 which made it clear 
that a lot of “harmonising” of insurance policies 
and of insuranceccompany standards would be 
needed before a pan-European market in policies 
for the man in the street could become allowable. 
The commission admits that this process will last 
into the next century. An open market for commer- 
cial insurance will, in contrast, be legally available 
by mid-1990. 
e Even in banking, where the 1992 directive-passing 
has been helped by international regulatory agree- 
ments already forged between central banks, the 
dread words "level playing field" threaten to ex- 
tend, as in golf, to the dimples on the balls and the 


tive on the essential features of mortgages will be 
required, and perhaps another for leasing. Financial 
directives tend to have a clause in them that pre- 
vents the sale of financial services that might dam- 
age the "public interest" in the country of sale. 
Candidates include rules against interest payments 
on current accounts in France, or against floating- 
rate mortgage loans in West Germany. 
@ [n investment services, where the commission is 
trying to create a pan-European regime for brokers, 
fund managers and investment advisers to match 
the banking one, there has been less international 
pathfinding on rules for the commission to profit 
from. The commission has prepared a directive, but 
the council has yet to consider it. An obvious prob- 
lem ahead is a need for rules on capital adequacy. 
All financial firms, whether banks or not, should 
ideally underpin their securities holdings with the 
same requirement for capital. Certainly, if the all- 
important principle of home control of brokerage 
branches in other European countries is to apply, 
there have to be clear capital rules for investment 
services to match the banking ones. An Anglo- 
Saxon/continental divide in attitudes to securities 
risk needs to be bridged here. 

Insider trading posed a problem for a time. Brit. 
ain has long frowned upon it but wants it narrowly 
defined so that financiers do not find themselves 
hobbled by a vague EEC rule. West Germany and 
France assumed until recently that insider trading 
was what financial life was all about. They then 
turned against it with the zeal of 
the convert and wanted to define 
it widely. Happily, the agreed final 
directive seems acceptably precise. 

Allin all, the (English-led) sec- 
tion of the commission dealing 
with financial services is striving to 
create a regime of “diversity with 
safety” but finds it hard to keep 
the genie of Euro-standardisation 
corked up in its bottle. The com- 
mission sees that it can realistically 
aim only for rules that provide 
freedom as a principle. It must 
then rely on precedents and on ap- 
peals to the European Court by 
adventurous cross-border finan- 
ciers to define what is do-able in 
practice. 
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Where nationalism dies hard 


HERE is another barrier-within where Project 

1992 particularly shows the dangerous mix of 
loose regulation today that will allow cop-outs when 
the hard choices loom. This is in the business of 
procurement—the orders placed by governments 
and by the basic services on which modern econo- 
mies depend, like telecommunications, energy, wa- 
ter and transport. Where last year’s survey treated 
tax controls at frontiers as the biggest problem on 
the path to 1992, this one’s picks the outlook for 
open procurement as a good test of whether 1992 is 
going to deliver its economic promises. 

Procurement accounts for 15% of the EEC’s 
GDP, of which about half is accounted for by those 
prominent services. The habit of national procure- 
ment is a particular reason for over-capacity in Eu- 
ropean industry because of the pattern of national 
industries that has evolved to serve it. Competition 
in procurement tends to be based upon factors 
other than price, with big-cufflink profits cor- 
respondingly well ingrained for the fortunate. Gov- 
ernments like to preserve a show of national compe- 
tition when they place their orders, so they make 
sure that more suppliers keep going than even their 
national markets really need. What is more, govern- 
ment procurement tends to place orders with “‘stra- 
tegic” industries—the ones in which countries feel 
that they must field national champions to hold 
their heads up in the modern world. 

The tide in big business is flowing with the idea 
of breaking down this nationalism. Some of the big- 
gest recent industrial liaisons have been inspired by 
the twin fears that national markets will no longer 
provide an adequate base for high-technology firms 
to compete worldwide, and that 1992 is going to put 
an end to such cosiness. Yet the fact remains that 
the commission is finding lawmaking on procure- 
ment heavy going. It had hoped to achieve more 








than the Community’s earlier attempts to 
Europeanise procurement, in two ways. It wanted to 
stiffen the commission’s own powers of refereeing 
procurement, knowing that national governments 
are unlikely to challenge their own industrial 
favouritism and that they have so far held the share 
of government contracts going to firms in other EEC 
countries to a miserable 2%. It also wanted to ex- 
tend Euro-procurement into the lucrative basic ser- 
vices—the so-called excluded areas that have not 
featured in European procurement laws till now, 
and are not covered internationally under the 
GATT. This second aim is bedevilled by the fact that 
some of this excluded-sector purchasing is done by 
private companies, albeit ones with a measure of 
monopoly power and under varying degrees of na- 
tional regulation. 


Blowing the whistle 


National governments have joined forces to deny 
the commission powers to suspend the award of 
contracts that it believes are being allocated un- 
fairly. As a result, the best that can be hoped for in 
the emerging "compliance directive" is some tight- 
ening of national systems of appeal against state 
favouritism, plus a system under which the commis- 
sion will blow the whistle when it sees foul play and 
will ask the government in question to look into the 
matter. As for the directive on excluded sectors, a 
recent study by Chatham House for the Anglo-Ger- 
man Foundation concludes sadly: “It is unlikely to 
have much effect on existing largely national pat- 
terns of purchasing, at least in the immediate 
future.” 

The idea that open procurement should extend 
into non-competitive, regulated realms of the pri- 
vate sector has been accepted: that much the com- 
mission can claim. But the ifs and buts in this matter 
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Ask any historian... 


Süleyman the Magnificient derived his 
success from his immense knowledge of 
affairs of state, the arts and culture. Türk 
Ekonomi Bankası works with a select 
group of clients and prime correspondent 
banks with the same philosophy: 


Knowledge leads to success. 


TEB'5 highly professional team adheres to 
traditional banking values, following 
financial movements and economic 
changes in Turkey and around the world. 
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Profit from our knowledge 
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Süleyman the Magnificant (1494 - 1566) 
Victorious on tbree continents, a preat builder 
and a revered lawmaker, Sultan Süleyman led 
tbe Ottoman Empire to its golden age during 


his 40-year reign, ruling with strengtb and 
brilliance. 












spectrum of wholesale banking services 
with a special emphasis on foreign trade 
and corporate advice. 


TEB's Advisory Services Department 
provides special consultancy services on 
capital market strategies, privatization, 
investment projects, commercial law, 
taxation, accounting systems, tourism and 
computer software. 


For your business in Turkey, contact TEB. 
Profit from our knowledge and 
experience. 
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of the excluded sectors are legion. Some govern- 
ments maintain that where types of excluded sector 
compete—as gas vies with electricity to provide 
heat, for example—fair procurement should be en- 
trusted to the rigours of such competition. Many 
countries have pet sectors to protect: the oil-and-gas 
equipment industry that Britain built to extract 
North Sea oil, the heavily rigged buying of coal by 
power stations in West Germany, the mandatory 
flow of orders to the Mezzogiorno in Italy. The ex- 
cluded sectors’ managers fear the paperwork that 
will be needed to show that they are buying Europe- 
wide: British Gas puts the cost of its compliance at 
£24m a year. There are as yet no proposals for ref- 
ereeing this complicated, private-public game. 

In short, the prospect that pan-European pro- 
curement will lead to a moment of truth for some of 
Europe’s most famous companies is getting slim- 
mer. It is the combination of global business ambi- 
tion, spreading privatisation and greater budgetary 
rigour that will drive Euro-procurement, not the 
other way round. 


A tick beside tax 


In the campaign to remove frontier controls, tax 
collection is set to provide a nice example of how 
the —soft-today-but-tough-tomorrow technique 
might keep 1992 apparently on schedule. Taxmen 
need frontiers for three reasons. They use them to 
allocate VAT between member-governments when 
goods cross frontiers. They need them to insulate 
different countries from significantly different rates 
of VAT next door. And they need them to do the 
same for excise taxes on liquor, cigarettes, etc. The 
commission had three answers to prepare the EEC 
for relatively painless removal of the frontier 
taxman in 1992: allocate VAT by using a clearing sys- 
tem; chivvy those national VAT rates towards each 
other; rigorously harmonise those astonishingly 
variable excise duties. - 

Taxes are what gave some national parliaments 
their mission. They are the purview of many na- 
tions’ proudest civil servants. They involve many 
public-sector jobs: Britain’s Customs and Excise 





Mme Scriyener: taxes with finesse 
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employs 26,000 people, one-third more than the 
whole of the EEC's civil service. All three of the com- 
mission’s original ideas offended all three interests, 
often in different ways in different countries. For 
much of 1988 it seemed that tax would remain a 
hopeless impasse on the road to the white paper’s 
300 directives. Then came the retirement of Lord 
Cockfield, the architect of 1992, who also happened 
to be a tax-zealot. A new French commissioner, Mrs 
Christiane Scrivener, has brought in a more prag- 
matic attitude: she made small concessions to the 
national governments seem like big capitulations. 

Where the commission once proposed two VAT 
bands of 14-2096 and 4-996, it now proposes a VAT 
floor of 1596 on most goods and services, plus, in 
effect, a generous band of 0-996 for a list of sensitive 
items which different countries— Britain being the 
champion—have taxed more lightly or not taxed at 
all. The commission has abandoned its alignment of 
excise taxes, though it may still attempt to impose 
some new constraints on them. Governments will 
stop the worst excesses of cross-border excise tax- 
dodging by internal policing against commercial 
bootlegging, helped, perhaps, by local tax-stamps or 
bands on drinks and cigarettes. 

So far, the commission is sticking by its VAT 
clearing-house scheme, but it is making every effort 
to get the right rate of vAT paid directly—rather 
than through the clearing system—to the country 
where intra-European exports finally erid up. So, for 
example, Ford Motor Company will act as a sort of 
frontier-straddling, private, tax-free zone for the 
flows of its cars and components across Europe. So 
will big mail-order firms—and the public sector in 
its cross-border buying. | 

These envisaged solutions have two effects: they 
stick roughly to the letter of 1992 in doing without 
frontier controls on the flow of goods across Eu- 
rope; and they should let competitive pressures do 
the work of chivvying VAT rates into line, rather 
than pre-emptive harmonisation by the commis- 
sion. Fine, if governments keep the border-booms 
open and let those pressures do their work. Both Mr 
Raymond Barre, a former French prime minister, 
and Mr Michel Albert, the head of Assurance 
Générale de France and a former French planning 
commissar, foresee a showdown when the moment 
of truth arrives. France's government faces a fiscal 
squeeze from every side. Its income-tax system is rid- 
dled with exemptions offered by governments in 
search of re-election. Its stiff taxes on savings will 
henceforth be dodgeable. Its 18.696 vAT rate, plus a 
much higher one on luxury goods, will be under 
pressure from West Germany and Luxembourg 
where the VAT rate will, presumably, be 15%. 

By the end of this year, 1992's tax problem 
could well have been solved on paper. Wait then to 
see if Europe's governments face up to the reality 
that they have let themselves in for. 


Free movement of people 


A European Community within which Europeans 
and visitors stroll past sleeping passport officials at 
intra-EEC frontiers remains unlikely to emerge by 
1992. Realising that this part of his vision was in 
trouble, Mr Jacques Delors appointed one of the of- 
ficials who wrote the internal-market white paper, 
Mr Adrian Fortescue, to try and find the common 











he Americans 


nd the Japanese 


"1992 in their 
different ways 


> Europe without 
y; mean just that, 


e British, | ca meen p irish vi the Greeks all 


want to keep checking people entering their coun- 


tries from the rest of Europe to see if they are EEC 


nationals or not. They have four reasons for want- 
ing to persist in this: 

e Asylum. In a Community of free movement, the 
asylum-seeker could, theoretically, have 12 shots at 
getting accepted by a member-government—and 
this at a time when fewer asylum-seekers are East 
Europeans seeking basic freedoms and more are 
coming from all parts of the world in search of a 
better life. The members agreed in principle, in 
May, that asylum-seekers would be handled only by 
their first country-of-contact with the EEC. But 
jointly acceptable criteria are still lacking: the 
United Nations convention on asylum is too vague. 
e Immigration. The commission tries to argue that 
members can police against illegal immigration 
within countries rather than at frontiers, Nonsense, 
say the resisters, either because, like Britain, they 
have a tradition of tight seaside frontiers and free- 
dom within, or because it is politically and practi- 
cally more painful to deport people than to exclude 
them in the first place. 

e Visas. Colonial history makes trying to devise a 
common EEC policy on who needs a visa and who 
doesn't a whopping task. 

e Guns and drugs. The commission must persuade 
governments to trust the vigilance at the EEC’s ex- 
ternal frontiers. It will explain that a Europe with- 
out internal-frontier controls does not stop police 
carrying out spot-checks for illegal things at internal 
frontiers, but that spot-check means spot-check— 
not systematic control. 

Meanwhile, the prospect of a two-speed Europe 
in this matter has developed further. Five of the 
original six members of the EEC—France, West Ger- 
many, and the Benelux trio—are pushing ahead 
with their Md agreement to form a frontier- 


Outside, looking in 


N THE closing stages of the second world war, 
one French poet, Valéry, had an inkling of the 


forces that would drive Europe towards project 
1992 40 years later. 


History will never record anything more stupid than Eu- 
ropean competition in politics and economics, com- 
pared and contrasted as it is with European unity in 
matters of science 


he wrote; and much the same was said by more-obvi- 
ous fathers of the EEC at the time. But the poet went 
on: 


Just think hie will happen to Europe when, as a 
result of its labours, there will exist in Asia a couple of 
dozen Creusots or Essens, Manchesters or Roubaix, in 
which steel, silk, paper, chemicals, textiles, ceramics and 
the rest are produced i in staggering quantities and at un- 
beatable prices by a. Poem which is the most frugal 
and numerous in the world. 


Postwar America. woke up to the economic chal- 


lenge of the East.somewhat later. Today, the fear 


there i is widespread Mr Paul Kennedy’s “The Rise 


above, ne E is not RE 
ratified i it yn jx target of January 1 1990 that they 
set themselves. | 


Slow fade out 


The overall prospect for "eis rem: 
ternal frontier-posts. remains 
gloomy than a year ago. A conset 
in the past year that internal frontiers w 
used to uphold the many hundreds of Sonal quo- 
tas that member-states apply to specific imports— 
the protectionism permitted under article 115 of 
the Rome treaty. The tax conur drum is closer to a 
solution than recently seemed likely. 

On the other hand, the question of health 
checks on plants and animals has barely been ad- 
dressed. Removal of the checks that hold prices for 
farm products at different levels across the Commu- 
nity depends upon the assertion that the need for 
the common agricultural policy’s “monetary com- 
pensatory amounts" will have to go by 1993. So far 
there is brave talk, but not much brave action. — 

Above all, a helpful distinctioti has emerged be- 
tween (a) checks at frontiers to detect criminals, and . 
(b) checks to insulate European economies and soci- 
eties from one another. True, by no longer seeking _ 
to rule out (a) project 1992 will not completely dis- | 
arm governments in (b) as the commission once in- 
sisted that it should. But 1992 is creating an ever- 
stronger presumption that this second brand of 
obstructiveness will not be politically acceptable i in 
the next decade. In the British civil service, for in- 
stance, an initial tendency to pooh-pooh 1992's too- 
literal promise of open frontiers has been quashed 
by awareness that public expectations have changed 
by more than at first seemed likely. As in other parts 
of this review, the nature of the frontier-test has 
shifted —from the need to agree on the principle of 
an open Europe to one of political will when it 
threatens to become reality. 
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and Fall of the Great Powers” sits mena ingly on 
many American coffee tables. In a recent film about 
Mr Preston Tucker, a far-sighted American car- 
maker pucri crushed du Detroit's $ conserva- 
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governments, institutions and 
individuals take advantage 
of the opportunities these 
challenges present. Our Global 
Investment Banking, Debt 
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Divisions offer the capabilities 
you need. We can assist you 
in the crucial tasks of antic- 
ipating, understanding and 
adapting to change. 
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rary obsession. Its awareness of and belief in the in- 
ternal-market project was low until the spring of 
1988 when the start of Britain's own 1992 fad im- 
pinged across the Atlantic. American businessmen 
became alert first, then parts of Washington's bu- 
reaucracy, and then Congress, which this year be- 
gan some 1992 hearings on Capitol Hill. The new 
administration's attitude to the political dimension 
of the EEC has been affected by all this. 

The dwindling of economic self-confidence that 
followed the ending of the Reagan "super-dollar"' 
era in the early 1980s sensitised America to the 
Community's external-trade regime. This sensitiv- 
ity was heightened by the EEC negotiations to admit 
Spain and Portugal. Americans feared that the en- 
try of the Iberian pair would create fresh problems 
for their farm exports to Europe. 

The trade-twitchiness was further irritated by 
three things: the argument between the EEC and the 
United States over farm subsidies in the Uruguay 
round of the GATT; a row over whether Europe 
should be able to shut out America's hormone-en- 
hanced beef; and the news that West Germany's un- 
stoppable export machine included the Libyan 
chemical-weapons industry among its clients. So 
late 1988 was a poor moment for America to be san- 
guine about the early external vagueness of project 
1992. Washington's initial hunch, say State Depart- 
ment officials, was that the EEC would be bound to 
cushion the pain of European industry's adjustment 
to a more open internal market, and that it would 
do it with external protection. 

Fortress Europe loomed in American minds for 
about four months. By this April a calmer vision 
had emerged, according to Mr William Archey of 
the American Chamber of Commerce, "not of a 
fortress but of a series of mini-forts providing selec- 
tive protection." American officials realised that 
European trade policy was being put together on 
the run, with the pace forced by the internal dead- 
line of 1992. “The worry," says a State Department 
official, Mrs Anne Hollick, “is that EC92 is becoming 
a major actor in world trade without much capacity 
to think ahead. It's hard to find people in the com- 
mission with a view of the future of the world trad- 
ing system. Such people exist in Washington, 
though what they achieve in the face of an increas- 
ingly demanding Congress is another question.” 

So the new watchword on 1992 in Washington, 
from Mrs Carla Hills, President Bush's trade repre- 
sentative, is "optimism tempered with vigilance”. 
The vigilance is focused upon: 

e Standards. America fears that as Europe devel- 
ops its "new approach" to regulations and stan- 
dards, the rules will be drafted in obscurity and in a 
way that hurts American exports. America has 
asked, in the words of its commerce secretary, Mr 
Robert Mosbacher, for a “seat at the table". Offi- 
cials in Washington say that they are denied ob- 
server status at CEN and CENELEC and that talking 
with them is "like trying to grab jello”. The Ameri- 
can National Standards Institute, they claim, is 
open to its European counterparts. Washington 
also wants American laboratories to certify the 
Euro-worthiness of American exports. Europe has 
said yes in principle, but it could take many years for 
American labs to qualify. 

e Rules of origin. America does not want to be 
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forced to set up plants in Europe. Senator Lloyd 
Bentsen, the Democratic chairman of the Senate fi- 
nance committee, has said darkly that he is “senator 
for all Americans, not just for multinational compa- 
nies”. Mr Archey mentions particularly the recent 
"diffusion rule" under which integrated circuits 
must be “diffused” in Europe to count as European. 
"Motorola can comply," he says, "but two other 
companies reckon that they are going to have to in- 
vest $100m each in Europe to compete.” America is 
sensitive, too, about European officials deciding 
whether a Japanese product made in America is 
American or Japanese. 
e Reciprocity. Last year it seemed likely that the 
EEC would ask for more than "national treatment” 
for European banks in the United States as its price 
for admitting American firms into Europe. This 
prompted a stiff reaction from the American Trea- 
sury. Officials in Washington consider that this 
pressure helped force the EEC commission to tone 
down its reciprocity formula. Meanwhile they re- 
main curiously silent about reciprocity in procure- 
ment in the excluded sectors. "Buy American" pres- 
sure in the Congress has been mounting of late. The 
EEC's ambitious scheme to impose open procure- 
ment upon private-sector utility 
companies could sound 
dauntingly virtuous down at the 
American country club. 
e Discriminating taste. Not the 
usual variety, but the ploy 
whereby the EEC decides, for ex- 
ample, that it does not want to ad- 
mit beef laced with hormones, 
whether dangerous or not, and no 
matter whence it comes. America 
wants European consumers to de- 
cide for themselves, not Brussels 
or Strasbourg to do it for them. It 
fears that Japan could use the Eu- 
ropean example to justify many 
discriminating tastes of its own. 
The hormone-beef argument re- 
mains tense and unresolved. 

That is the somewhat predict- 
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able list of economic concerns. The real news is the 
way 1992 has helped change America's political atti- 
tude towards Europe. There has been much discus- 
sion in Washington about whether the American 
government is properly set up to cope with the 
deeper consequences of Europe's relaunch. Presi- 
dent Bush has established a senior inter-agency task 
force on the matter. The State Department has 
called home one of its most competent diplomats, 
Mr Raymond Seitz, to lead and reorganise its bu- 
reau for European affairs. He calls 1992 a "psycho- 
logical benchmark in European history," no less. 

For years America has been ambivalent about a 
stronger and more cohesive Europe. Mr Henry Kis- 
singer's instinct as secretary of state to Presidents 
Nixon and Ford was that America could achieve 
more by dealing with 14 small NATO allies separately 
than with one large one. It is not hard to see ways in 
which more European cohesion could still lead to 
friction. Starting in 1980 with its Venice declara- 
tion on the Middle East, the Community's develop- 
ing joint foreign policy has been apt to veer away 
from the American line. According to Senator Wil- 
liam Roth, a protectionist Community would play 
into the hands of those in Congress who want 
America to become more isolationist. The mere 
completion of the single market of 320m people and 
a GDP of $4.7 trillion prompts louder calls for bur- 
den-sharing within NATO. There is a fatalistic accep- 
tance that—fortress or no fortress—the drive for 
co-operation within the European defence industry 
means that big European orders for American 
weapons systems are a thing of the past. 

But these concerns do not set the new political 
tone. Mr Seitz rejects the idea of influence over Eu- 
rope through divide and rule because this “utterly 
contradicts what we have been urging Europe to 
achieve over the past 40 years.” Europe’s 1992 pro- 
gramme is, he thinks, "pivotal" to the West's reac- 
tion to Mr Gorbachev's efforts at reform. A strong 
EEC economy will help East European countries to- 
wards the wealth that communism did not deliver. 
And a strong EEC political identity will help make 
sure that any German move towards reunification 
happens under conditions in which the “old insta- 
bilities do not arise again." The Bush administra- 
tion is now more interested in progress towards Eu- 
ropean union than Mrs Thatcher is. 


What of the Japanese? They have followed the 
Americans through a period of exaggerated fear 
about 1992 to one of rather more cautious opti- 
mism. They have a different economic perspective 
on it. They welcome 1992 with due courtesy, but 
know that they are welcoming something aimed 
partly at them. Mr Michiko Kunihiro, the deputy 
foreign minister, even cites fears that the EEC and 
the United States will somehow join forces to con- 
front Japan. 

So officials in Tokyo are quick to insist that 
project 1992 must not undermine the multilateral 
trading system refereed by the GATT. This system is 
Japan's best guarantee that it will not be singled out 
as the butt of protectionist measures. They see, in 
the words of Mr Kunihiro, “a strong trend towards 
unilateralism or bilateralism in the United States, 
particularly in Congress", and this impression has 
been strengthened by the “Super 301” procedure 
that the Bush administration has recently unleashed 
against Japan. Foreign-ministry officials now think 
that Japan must become more of a champion of the 
GATT. Till recently, they say, Japan has been GATT- 
shy, mainly because its own trade practices, particu- 
larly in agriculture, have not encouraged it to ask for 
GATT scrutiny. 

Japanese officials certainly complain about the 
recent toughness of European anti-dumping ac- 
tions, and echo the concerns about reciprocity and 
standards set out above. But the nuances are in- 
structive: the Japanese are less anxious than the 
Americans to fight pressure for inward investment 
into Europe. Japanese businessmen such as 
Toyota's president, Mr Soichiro Toyoda, now see 
themselves as natural foreign investors: the high yen 
dictates it, protectionism dictates it, project 1992 
demands it. The Japanese investment diaspora is 
viewed as the next phase of the rise and rise of Japan 
as an economic power. So they talk constantly of 
becoming "good corporate Europeans”. 

What worries the Japanese more is that the EEC 
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gazers? City analyst Bill 
Martin, Chief UK Economist 
at UBS Phillips & Drew, 


discovers a source of forecasts 


The date 6th August 
1987 will forever be graven 
in the memory of a friend 
of mine. 


that over the years has proved At lunch, he told a 


both timely and accurate client that interest rates 


would not rise. 


City pundits and government 
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went up by 1%. 


gurus, he suggests, would 
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a to BAA’ centre for research announced that the pound 

71 and planning. was 'well underpinned' and should rise 
P i to DM 3.30, whereupon it promptly plum- 
E & meted to DM 3.20. 

E. (Of course I make blunders too. You'll 


find them detailed on page 104.) 
But if short-term miscalculations are em- 
barrassing, at least they are easily correctible. 
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airport and a public inquiry was set up to 
examine the pros and cons. 

Naturally, in the best forecasting tradi- 
tions, the interested parties at the 1981 
with 
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* The Orbital will ease the path of cars and lorries 
wishing to avoid London congestion.” Depi. of Transport- May 1986 


one another's predictions. The Government's 
experts and opponents of the Stansted 
expansion based their case on the familiar 
story that high oil prices would kill demand. 

By 1988, they said, there would be 
only 50-55 million passengers wanting 
use south east England's airports. 

Enshrined in the record of proceedings 
is the fact that a Mr Maiden from BAA had 
the temerity to disagree with them. 

Suppose, he said, that instead of high 
oil prices and low growth, it turned out the 
other way round. BAA, he stubbornly insisted, 
was forecasting 62-63 million passengers. 

Impossible, sniffs the official record. 

But BAA* Mr Maiden was right. When 
1988 finally arrived, so did 62 million 
passengers. 

With the number of air travellers using 
London' airports expected to double within 
the next 15 years, the situation facing them - 
had the Stansted planning application been 


refused - would be nightmarish. 
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Just as well the opposing forecasts were 
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projects costing hundreds of millions of 
pounds. 
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new facilities (such 


newspapers 


as Heathrow's 
Terminal 4 and 
Gatwick’s North 
Terminal) were 
always opened only just in time. Little 
did they realise they were paying him a 
compliment. 

Among the cognoscenti, BAA' forecas- 
ters have long been known for their uncanny 

k accuracy. 

Back in 1967, they said that by 1980 

Gatwick would be handling between 9 and 


10 million passengers a year. 


“Against this positive economic 
background, the bull market looks 


set to continue.” 
UK Equity Trust two days before the Crash - October 1987 


Looking 13 years ahead is no easy task, 
and as Gatwick was at the time scarcely able 


to muster 2 million passengers annually, 
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this prediction met with derision. 

But they were right. (Today Gatwick is 
the world's second busiest international 
airport, with BAA' Heathrow taking the 
top slot.) 

In fact, with one in five of all inter- 
national flights either taking off from or 
landing at a BAA airport, it is vitally 
important for the world's avia- 

tors that they do get it right. 

So what's the secret? 

For a start, a good 
| database. To test BAA’s, 
I randomly asked for the 
number of arrivals on 
July 1st 1988 at Heathrow 
Airport's Terminal 3. 

At what time of day? 
came the reply. Between 
0500 and 0600, 
I said. 

It turned out 
that 3,082 people 
had arrived on 12 aircraft. I challenged them 
to name the 5th aircraft. Singapore Airlines 
Flight SQ022, a Boeing 747, landed 0529 
carrying 406 passengers and 21416kg of cargo, 
they instantly replied. When you consider 
that their records stretch back in this kind 
of infinitesimal detail for 20 years, it is easy 
to see that they are extremely well informed. 

The second necessity is to think creat- 
ively and not to rely on ‘trends: By the time a 
trend is discovered it's inevitably half over. 

If it continues long enough it typically 
turns into something new and different - often 
its own opposite. Worst of all, trends don't tell 
us why things happen. 

It takes a nice curvaceous non-linear 
thought, a stroke of imagination and a 
dash of insight into causality to determine 
where we are going at any given moment. 

Even quantitative models based on lots 
of real data - the kind BAA collects by 
the warehouseful - need to be leavened by 
intuition, creative thinking and experience 
in the business. 

Thirdly, how's your credibility? It is 
obvious that bad forecasts can cause chaos. 
But by the same token, the best forecast is 


useless if the planning inquiry decides not to 
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*A woman rang to say she'd heard there 


was a hurricane on the way-well don't 
worry, there isn’t.” Michael Fish - 15th October 1987 


act on it. In our business, it is crucial to be 
believed. You have to prove need. In fact, say 
the cynics, it is more important to be believed 
than to be right. 

Of course the more often you are right, 
the more likely you are to be believed. 

Take the current debate about whether 
or not the South East needs an extra runway 


in the 1990's. 





“The Arab cutbacks could mean that 
rationing would probably have to last 


for at least three years.” 
Daily Telegraph - November 1973 





Some say yes, BAA say no, because 
Stansted will serve us until after the turn of 
the century. No doubt it'll soon be statistics j 
at dawn. | 
But given the track records of the various 


parties involved, I know who I'd believe. EE. 


BAAM — 


The world's leading international airport group. 
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is heir to a banking tradition which 
459 and has developed into a diversified group 
fering a comprehensive range of ban ing ar 
financial services, —— 5 
The Bank has a domestic network of 352 
branches and a foreign network com- 
prising seven Branches (Frankfurt, 
lyon, London, Los Angeles, Munich, 
New York, Paris) a subsidiary (Banco " 
di Sicilia International S.A., Luxem- | 
bourg) and representative offices in 
Brussels, Budapest, Chicago, Sin- 
gapore, Zurich. = 
Additionally the Banco di Sic 
comprises o diversified number : 
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operating internationally, « 
Centro Internationale Handelsban 
Volletto-Malta, Euramerica Finanziaria Interna; 
Basinvest S.p.A.-Milan, Estero Imprese s.r.l-M 
Nazionale Investimenti S.p.A.-Milon, Mediofactoring 













will distort their foreign direct investment with lo- 
cal-content rules. They want to preserve the quality 
of their products. They do not want to be barred, 
effectively, from less-developed Community coun- 
tries, like Spain or Portugal, where local industry is 
simply not up to providing components of adequate 
quality. And, groping around for other arguments, 
they say they do not want Europe to send the wrong 
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EUROPE’ 
message about local-content to the third world. 

Behind all this virtuous talk of unhindered 
trade, the nub of the Japanese concern is access, 
The Japanese rub their eyes when told that no For- 
tress Europe is arising: Japan is an old hand at for- 
tress-building itself. The important thing for Japan 
is that, when and if Europe’s walls go up, Japan’s 
global companies should qualify as insiders. 





For fortress, read trade-laboratory 


F THE great French fortress-builder, Sebastian le 

Prestre de Vauban, could return and work un- 
hampered behind the sheets that shroud building- 
site 1992, he would find much good material to 
hand. He would fill the moat of his protectionist 
stronghold with subsidised European farm prod- 
ucts. For his foundations he would use the Commu- 
nity's external tariff that averages around 5% but 
rises as high as 2296 for some goods. Then he would 
take 700-odd different national quantitative restric- 
tions (QRs) on imports into various member coun- 
tries—allowed under article 115 of the Treaty of 
Rome, but soon to become unenforceable in an 
open internal market—and move them, suitably av- 
eraged, to form the Community's ramparts. For his 
cannon he would install the commission's latest re- 
finements in anti-dumping technique, backed by in- 
creasingly complex local-content rules to prevent 
targeted importers scurrying for cover in other 
countries or infiltrating the Community itself. 

So much for the outworks: Vauban-Europe 
would have strength in depth, too. The industrial 
standards required of imports would match Japan's 
for opacity and fiddliness. There would be “Com- 
munity preference" in procurement and in broad- 
casting. The business of finance would be open only 
to those foreigners whose governments matched the 
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new freedoms of Europe’s financial system. There 
would be an industrial policy under which Euro- 
pean consortia would enjoy exemption from Euro- 
pean competition policy. They would be backed by 
a blend of central and state subsidies, and would 
develop new European system-standards, confident 
of a loyal flow of orders from member-governments. 
Hugely corrupt and overfed commissioners would 
strut about the central keep in Brussels. The head of 
the British prime minister would be seen on a pike 
above the gates. 

Vauban has not been given the job. If he had 
been, he would find himself frustrated by the power- 
ful free-trade lobby in the commission mentioned at 
the start of this survey. The Vauban vision will not 
stand up. The common agricultural policy (CAP) re- 


mains an inefficient and trade-distorting way of 


helping farmers, but at least its guaranteed prices 
are under constant downward pressure from within 
the EEC, and the whole rigged system of world agri- 
culture is now up for GATT-reform. The CAP pre- 
dates project 1992 and is not part of it. So far, it 
does not seem to have infected it. 

The clear presumption in Brussels is that most 
of the national QRs on imports will be scrapped. The 
exceptions most often cited are shoes, textiles, tele- 
visions, motor cars and fresh bananas. The outlook 
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For the moment, 
the internal market 
is more remarkable 
as a prototype than 
asathreatto — 
world trade 
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for these items is uncertain. There has been no deci- 


sion on how the national quotas of textiles allowed 
into the EEC under the Multi-Fibre Arrangement 
will be shared out in a frontierless Europe. The ba- 
nana problem remains unpeeled. At one extreme, 
Greece has a total ban on imports to protect its Cre- 
tan banana economy. At the other, West Germany 
is (believe it or not) given the freedom of the world 
banana crop in a protocol to the Treaty of Rome. 

. Cars remain the great test case. Five countries 
have more or less voluntary quotas limiting the in- 
flow of Japanese cars to a proportion of their car 
markets: France (396), Italy (in effect 096), Britain 
(11%), Spain and Portugal. Mr Martin Bangemann, 
vice-president of the commission and responsible 
for the industrial dossier, says that existing national 
restrictions for the import of cars will be abolished 
by the end of 1992. Use of rules on local content to 
justify trade restrictions within the Community will 
not be permitted. The EEC members will "jointly 
monitor" the trend in Japanese imports for a “tran- 
sitional period" to avoid serious disruption of mar- 
kets. But a "firm will" remains to liberalise the Eu- 
ropean car market completely as soon as possible 
after 1992. Saying all this at the beginning of June 
Mr Bangemann called his words “more than a hope 
and less than a decision." The actual outcome will 
set the tone for Community's whole attitude to pro- 
tectionism in physical goods. 

There is no formal debate about creating a 
Community industrial policy to match the cap. Nor 
is there much chance that Sir Leon Brittan, the 
competition commissioner, would go along with 
one. He is currently engaged in a tough battle of 
wills with France to limit the amount of subsidy that 
Renault, a French car-maker, receives from the 
French government. Whatever industrial policy the 
EEC has will evolve in a typically piecemeal fashion 
through such arguments over the ingrained habit of 
national subsidy, and through specific ventures like 
the Airbus project or the plan to develop a Euro- 
pean standard for high-definition television. 

True, the standards issue features on the list of 
American complaints—and is among the worries of 
the non-EEC Europeans. But the 1992 programme 
should, if anything, reduce the scope of member- 
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states to use standards to block imports. The Ameri- 
can fear is of inadequate involvement in setting 
Euro-rules, rather than of explicit non-tariff protec- 
tionism. The EEC does have a New Commercial Pol- 
icy Instrument (NIPC, in the Euro-vernacular) 
against unfair trade practices, such as abuses of 
intellectual property, but it has not been used 
much. The French suggested that this should be 
strengthened for a Europe in which they will no 
longer be able to route all video-recorder imports 
through Poitiers. The last commission said no. 

Things could still tilt Vauban’s way—particu- 
larly if recession strikes, and when the shake-out in 
Europe’s heavy and high-technology industries be- 
gins. But another force nudges the evolving EEC 
away from protectionism: the GATT and its Uruguay 
round. The Community stresses that it is complet- 
ing its internal market in conformity with the GATT. 
Any Community-wide import quotas would have to 
be negotiated with GATT, and compensation of- 
fered, for they would in effect introduce quotas in 
those EEC countries that currently have none. 


Gattmanship 


The relationship between 1992 and the GATT's Uru- 
guay round hovers like a vague cloud in many peo- 
ple's minds. They hear that 1992 is supposed to be 
an exercise in economic liberalism. They hear 
Brussels's constant assertion that it is loyal to the 
GATT. Yet they also hear of the danger of a world of 
trading blocks in which trade is managed between 
Europe, Japan and North America. Is 1992 good for 
world trade or bad for it? 

First, accept a disclaimer: the future of Europe's 
common agricultural policy is crucial to the fate of 
the Uruguay round. But 1992 and the CAP have lit- 
tle to do with one another (an open internal market 
will actually make today's compartmentalised CAP 
that much more difficult to sustain). The America- 
Japan-Europe row over farm trade is a vast topic 
that this survey will dodge to remain readable: what 
follows is hard to digest, even without it. 

Farming aside, the completion of Europe's mar- 
ket and the evolution of the GATT affect each other 
in two distinct ways. The emerging rules for trade 
within the Community in new activities such as 
intellectual property, financial services and govern- 
ment procurement are an example to GATT of how 
trade in such things can work given a framework of 
essential rules that sovereign states accept as bind- 
ing. In the fixing of their rules for trade in intellec- 
tual property (patents, copyrights, computer soft- 
ware), for example, the internal market and the 
GATT have fed upon each other very usefully. 

Second way: in its behaviour on trade with the 
rest of the world, the EEC is exploring—or negotiat- 
ing—how such trade might be ordered, given GATT 
rules involving a lesser pooling of sovereignty. So, 
for competition policy within the EEC, the external 
equivalent is anti-dumping policy where a rough set 
of international rules—the GATT anti-dumping 
code—already exists. Matching the new financial- 
services regime within the EEC, there are conten- 
tious suggestions on financial reciprocity beyond it 
where no international rules yet hold. For surrender 
of national preference in procurement (within the 
EEC), there are demands for reciprocity backed by a 
degree of Community-preference (beyond it) in ar- 
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: give Euro pes 
. tourists a 
. flying start 


Europe is lining up for the start in 1992. 
320.million consumers will be needing 
services and above all information. A 
vast market for travel, too. Between now 
and the year 2000 tourism will show 
the highest growth rate of any industry. 


The travellers will have high expec- 
tations, especially in Europe. There is 
already talk of the "new tourist" who 
‘makes a more sophisticated choice, 
but at the same time expects value 
for money. 


He also makes last-minute decisions 
based on the latest information, such 
as only networks can provide. 


> An impressive example is START, the 
— international travel distribution system. 
* [here are already over 10,000 terminals 
installed at travel agencies, who can 
‘Call-up data from airlines, railways, 
ferries, tour operators, and nearly 
20,000 hotels. In 1988, over 80 million 
tickets were issued: not just travel 
documents but also theatre tickets 
and even insurance policies. Expansion 
is proceeding apace. 


With START, European tourists can 
take off sooner. No waiting for 1992! 


Siemens Computing 
The European Solution 


Ai8100-D-2262-X-7600 
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Deutsche Bundespost. They have the most up-to-date know- 
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tion. 





urement outside GATT rules. 
ancial services, an area in which the 
guay round could shortly start to evolve rules 
ternational trade. What are the precedents be- 
t by the internal regime of project 1992? First, 
regime is sectoral, which is against the tradition 
he GATT. In GATT's negotiations on trade in 
goods, the idea of “overall reciprocity” holds sway: 
there is an agreement to lower import barriers gen- 
erally, not to negotiate them down industry by in- 
dustry. This approach is harder if the true barriers 
to trade are national laws and regulations. Overall 
reciprocity then becomes tantamount to: "He can 
laws on insurance, provided I can flout his 
anking.” The European regime on bank- 
elf-contained, as is that on insurance, or on 
sion. The message for the Uruguay round on 
Aces is obvious: common principles may be 
ed out by the end of the round in 1990, but to 
«e any real difference these will have to be ap- 
d negotiated sector by sector—a process 

at could last more than a decade. 

Next, the European financial-services regime 
breaks new ground in its mutual concessions be- 
tween sovereign states. The America-Canada free- 


| trade agreement, another exercise in regional block- 


building, restricts itself to "national treatment” (see 
box) in financial services. But the Community de- 
- cided that such national treatment would have led 
to an uninspiring European internal market in ser- 
vices. It would have prevented good ideas in one 
European country being offered in the market of an 
another, and it would have limited the types of ser- 
-vice that could be sold directly across frontiers. 

So the Community opted for mutual recogni- 


tion of rules. This corresponds to a much more de- 


manding form of reciprocity— “equivalent access". 
If British banks were to ask for it in America, they 
Would be asking for the right to do more there than 
America allows its own banks. to do. Mutual recog: 


Reciglossary 


ECIPROCITY is a vogue word in trade par- 


. lance, and needs qualifying to mean much. 


The basic s is: "Your firms can sell on my 
market only if my firms can sell on your mar- 
- ket" But it comes in various brands: 

Overall reciprocity is GATT wisdom. All coun- 
tries open up a little in different ways, but with- 
out matching them sector for sector, or country 
for country. 

Sectoral dante oie “You can ‘sell widgets on 
my market only if I can sell widgets on your 
market.” 

National-treatment reciprocity: “Your firms 
will be treated in my market like my own, pro- 
vided that my firms will be treated like locals in 
yours.” 

National treatment with effective access: 
“Your national entry-criteria are horribly re- 
strictive. Get my firms in, and I'll offer my na- 
| -tional treatment to yours." 
|. Equivalent treatment: “I will offer you na- 
| „tional t treatment, PENNE that you bend your 
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T regulatory systemst to compete and ulti- - 
o declare a winner. It is only feasible if, be- 


fore such competition starts, the governments agree 
that their different rules apply the same essential 
standards in different ways. 


"The EEC's early thoughts on banking P 


ity vis-a-vis the outside world were worryingly 


tough, both for outsiders and for those, particularly 
the British, who want to run international financial 


centres within the Community. The early formula 


would have demanded prior clearance by the com- 


mission before foreigners could set up new banks 


within the Community. It would have left the Com- 
munity too little flexibility in deciding how to react. 
And it was seen by some as demanding equivalent 
access: the exact words were the rather vague "re- 
ciprocal treatment" 

The implications of equivalent access were not 
lost on Washington, which reacted sharply and de- 
manded that Europe stick to national treatment. So 
did free-traders within the EEC. In the event, after 
much discussion, the commission has preserved a 
right to push for "national treatment that gives ef- 
fective access”. It argues that, for instance, pure na- 
tional treatment in the tightly regulated South Ko- 
rean insurance market would be tantamount to an 


acceptance of protectionism. 


A demand for effective access remains a de- 
mand for a bending of local rules in favour of for- 
eigners—and thus applies some pressure to 
liberalise local rules. This idea is incorporated in the 
guidelines, agreed on in Montreal last winter, for 
the GATT negotiations on trade in services. The text 
expressly calls for ‘ “effective market access” and says 
that the aim is “a progressively higher level of 
liberalisation taking due account of the level of 
development of individual signatories.” It is also 
worth noting that even a demand for equivalent ac- 
cess in financial services would not be as cheeky as it 
might seem. Finance has an insidious way of under- 


business rules to give my firms equivalent 
opportunities.” 

Mirror-image, or identical, reciprocity: 
“Your firms can do in my market only what my 
firms can do in your market.” This means that 
mutual restrictions will remain until the regula- 
tory systems are the same; which is no way to run 

a lively banking centre. 

Reciprocity on level of trade: “You can sell to 
me only as much as you buy from me.’ "Crazy. 
Imagine saying this to your butcher. 








A, itain are already 
discussing mutual recognition of disclosure rules. 


No truck with dumpers 

Before coming to conclusions about the internal 
market and GATT, the reader must bear one more 
dose of the jargon of modern trade diplomacy. This 
is that of anti-dumping action—an area where be- 
haviour in Brussels is at its most suspect, and for- 
eigners are at their most suspicious. 

The temptation for the Community to use anti- 
dumping actions is great. Here is a weapon whose 
use is legal under GATT, yet which can be aimed at a 
particular country or company. If the commission 
can show that a European company is being injured 
by Asian competition—and show, too, that the 
Asian competitor is selling his wares in Europe at 
below the price he is charging at home (or even else- 
where), it can GATT-legally force him to pay import 
duties or to raise his prices in Europe. The EEC and 
the United States have few grounds to insult each 
other about anti-dumping actions; each is adept in 
making use of them against communist or newly 
industrialised countries. Their mounting problem is 
that, as the trend towards foreign direct investment 
continues, they find the enemy operating out of for- 
ward bases in each other's territory. 

Project 1992 has not directly affected the num- 
ber of anti-dumping actions being launched by the 
European Commission, although there has been an 
uptick of late. But some recent developments in the 
EEC's use of the weapon have stoked foreign 
sensitivities: 

@ Since 1987 the EEC has cracked down on Asian 
companies, notably Japanese producers of office 
equipment, supposedly dodging existing anti-dump- 
ing duties on completed products by setting up 
"screwdriver plants" in Europe. 

e The EEC has extended this technique to America, 
forcing Ricoh of Japan to add more value to its copi- 
ers in California if the EEC is to regard them as being 
of American origin. | 

@ lt has extended use of the anti-dumping weapon 
into services by challenging the pricing of Hyundai 
. Merchant Marine of South Korea. 

@ It is prepared to pile additional duties on con- 
victed dumpers whose prices in Europe do not move 
after being hit with a first round of duties. (Its re- 
morseless logic is that absorption of anti-dumping 
duties merely makes the earlier degree of dumping 
worse.) i 

€ t has launched eight anti-dumping investigations 
against Hongkong in the past 18 months. These 
have been particularly contentious because of the 
extreme openness of the Hongkong economy and 
the lack of financial clout of many of its firms, and 
suspect because of Hongkong’s reluctance to bow to 
protectionist pressure with "voluntary" restraint of 
its own exports. 

Foreigners need to know two things in assessing 
whether Europe's anti-dumping cannons are likely 
to swing in their direction. How fairly the GATT's 
anti-dumping rules being applied? And what "rules 








s, for 


of origin" must be met to stay out of the line of fire? - 

On the first point, the commission has been un- 
der attack in the past year for rigging its price cal 
culations in a way that makes the discovery of 
dumping more probable. The argument, pursued at 
length in the Financial Times, has been intricate 
and has shown how much scope the GATT rules 
leave for protectionist artistry wherever trade in- 
volves complex international marketing arrange- 
ments, complicated products that quickly become 
obsolete, and volatile exchange rates. The argument 
has not and cannot be settled one way or another, 
but commission officials admit that it has prompted 
them to be less rigid in their approach. — 

The officials insist, however, that they pursue 
no systematic anti-dumping strategy of protection. 
They receive about 100 complaints a year from 
hard-pressed sections of European industry. They 
investigate roughly 50 of them. They find dumping 
in about 30. They impose duties in about 15 Cases, 
and demand commitments to higher prices in the 
rest—with both penalties lasting five years. An in- 
quisitive team of British officials, chivvied into ac- 
tion by the campaign in the Financial Times, left 
Brussels satisfied that the commission was not sys- - 
tematically using dumping asa convenient form of | 
protectionism. d "n | JS TL 


Rules of origin 


The second point—exemption from anti-dumping 
action—leads straight into the next vault of the 
armoury of modern protection, the one devoted to 
“rules of origin” and "local-content regulations". 
Rules of origin are needed wherever a degree of pref- 
erence, or a non-tariff barrier, creeps into trade. If 
there is a quota or an anti-dumping duty on cars 
from Japan, then there has to be a rule describing - 
when a car is Japanese. If the EEC wants to preserve | 
"Community preference" in its new, open procure- 
ment market, it must define what goods or services 
are of EEC origin. This is sad but inescapable. 
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EASTERN EUROPE AND THE 
USSR 

Albania, Bulgaria, Czechoslovakia, East 
Germany, Hungary, Poland, Romania, 
USSR, Yugoslavia. 


Regional Articles: 

‘Gorbachev's Revolution’ 

Towards Economic Reform in Eastern 
Europe 

East-West Trade in the Gorbachev Era. 

Intra-CMEA Trade: Old Problems and 
New Dilemmas 

Nuclear Power in the USSR and 
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China, Japan, Hong Kong, Macau, 
Singapore, South Korea, Taiwan. 
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the threats and grasp the opportunities has been 
in short supply. 
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gin’ —in its highly sensitive move to stop Ameri- 
can-assembled Ricoh copiers from dodging an anti- 
dumping ruling. 

@ The commission has opposed the use of local-con- 
tent rules to give cars EEC origin. This followed argu- 
ment between member states over what local con- 
tent Nissan cars made-in Britain should have to 
count as European. Figures as high as 90% were 
bandied about. 

All in all, it is not surprising that confusion 
reigns abroad, which cannot be assuaged by the 
commission's sincere invitation to "send us your in- 
quiry and we will give you an answer.” Even if the 
commission is merely wrestling with problems that 
various forms of trade distortion logically throw up, 
the message for outsiders is clear: it is safer to manu- 
facture inside the Community than to do it where 
business sense might otherwise dictate. 

The pressure for GATT to take a new and harder 
look at its anti-dumping code and at rules of origin 
is justifiably mounting. The outcome of the Japa- 
nese appeal to GATT over the European screwdriver 
case will be watched with interest, but the para- 
graph in the GATT code that defines dumping is piti- 
fully thin. As the world's economies become more 
interdependent, the need grows not for a trade ref- 
eree but for a global competition policy applied by a 
supranational body. Perhaps, in time, the principles 
being hammered out by the EEC commission's com- 
petition directorate will emerge as pioneering work 
for world trade, too. 

In discussing the impact of 1992 upon the mul- 
tilateral trading system, there are those who argue 
that any free-trade area, whether GATT-legal or not, 
will distort the law of comparative advantage that 
should drive an efficient world economy. The ner- 
vousness of the EFTA countries about 1992 is partly 
based upon this premise. Yet, overall, the world 
probably has worse things to worry about. 

The two examples of finance and dumping give 
different slants on the trading virtue of 1992. The 
first now seems forward-looking and liberalising: in 
this sector, if 1992 succeeds, America, not Europe, 
will be left looking sclerotic. Through the forging of 
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EUROPE'S INTERNAL MARKET SURVEY : 


Spot Nissan's local content 


such Euro-rules, world trade is made less uniformly 
multilateral, but freer overall and with experiments 
underway on how that freedom might best be ex- 
tended. The European experiment already suggests 
how, to move towards open trade in services, the 
sovereignty of independent countries must be com- 
promised not just by market forces but by suprana- 
tional referees. 

The second is the backwards slant. Anti-dump- 
ing action is a trade-weapon ripe for arms-control: 
one that would be ridiculed if used within the EEC 
("What do you mean dumping? Sainsbury drives a 
hard bargain"). The search for fairness in trade is 
not to be sneered at: a capitalist economy does not 
allocate resources properly if it must cope with vari- 
ously subsidised competition. But the anti-dumping 
action, even when used without malice, confuses 
what is methodically cross-subsidised with what is 
horribly competitive. It is a crude device which 
throws up a need for rules of origin and thus en- 
courages all good companies to get inside Europe's 
walls. Anti-dumping badly needs to be GATT-refined 
and GATT-monitored. 





Other Europeans 


OTHING vwill get your dinner-guests heading 
for the door faster than the subject of EFTA- 
EEC relations. Why is this worthy theme such a con- 
versation-stopper? Partly because none of the six 
members of the European Free Trade 
Association—Austria, Finland, Iceland, Sweden, 
Switzerland and Norway—is arrestingly unreason- 
able. Partly because any talk of the way an Associa- 
tion might relate to a Community is bound to be 
bloodless. But mainly because EFTA’s identity is 
negative—its members are chiefly not-in-the- 
EEC—and any attempt to make non-members of a 
club feel more like members is an attempt to square 
a circle. The topic becomes more interesting when it 
turns to particular EFTA countries and asks: what is 
it that prevents Austria or Sweden or Norway join- 
ing the Community? 
Once upon a time, in the 1950s and 1960s, EFTA 
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had a stronger identity: it was a rival view of a Euro- 
pean Community, one that eschewed supranational 
institutions where the EEC from the start embraced 
them. That vision lost out. Members defected to the 
EEC—first Britain, then Denmark and Ireland, then 
almost Norway but not quite, and most recently 
Portugal. Nevertheless, in the 1970s, EFTA member- 
ship retained its attractions. It allowed its geopoliti- 
cally neutral members (Sweden, Austria, Finland 
and Switzerland) to remain uncompromised. It had 
helpful EFTA old-boys within the EEC in the shape of 
Britain and Denmark. It still had work to do in re- 
moving the remaining tariffs and restrictions on 
trade with the Community. It could watch the EEC 
going through a dispiriting phase in the wake of the 
oil shock, and count itself lucky to be out of the 
squabbles about farm prices and money. 

From the mid-1980s onwards those comforts 
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"de ebbed away, as Mr Thomas 


Pedersen has explained with clar- 
ity in a recent paper for Chatham 
House. The ex-EFTA members of 
the EEC became less supportive. 
The comfortable assumption that 
the EEC would develop haltingly 
became less tenable. By 1984 the 
EFTA-EEC tariff-free zone had been 
achieved. So what next? In Lux- 
embourg that year, the French for- 
eign minister, Mr. Claude 
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| cene ort "9| ^ Cheysson, speaking as president 
pom m1] ^ of the EEC Council of Ministers, 
mum Ceo o (ED suggested that EFTA and the EEC 


work towards a "European Eco- 
nomic Space"—a vaporous con- 
cept said to embrace, among other 
things, a truly free internal mar- 
ket. But within a year, Mr Jacques 
Delors had launched the EEC's own internal-market 
project, whose full measure made it clear what an 
unEFTAlike pooling of sovereignty a truly free inter- 
nal market entails. 

Suddenly, EEC club-membership has become 
both harder to eschew and harder to contemplate. 
The EFTA countries share most of the fears already 
listed for America and Japan. But their stake is far 
higher because 6596 of their non-mutual exports go 
to the EEC, equivalent to 14% of their joint GDP. In 
addition, they fear trade-diversion. Where Sweden 
and West Germany, say, are now equally placed to 
sell to, say, France, the Germans will soon have an 
inside track. The EFTA countries will be in the grip 
of EEC laws and product regulations without being 
able to affect their framing. All good reasons to join 
fast: but Austria, Sweden, Switzerland and Finland 
know that the mounting foreign-policy co-opera- 
tion between EEC members is becoming ever less 
compatible with their neutrality. 

The Community is now playing hard-to-get, 
too. The commission has expressly stated that “‘in- 
ternal development takes a priority over enlarge- 
ment’’. In January Mr Jacques Delors offered EFTA 
another road to satisfaction—''a new more struc- 
tured partnership with common decision-making 
and administrative institutions . . . to highlight the 
political dimension of our co-operation." At a sum- 
mit in Oslo in March, the EFTA six nervously agreed 
to forge such a partnership in a joint declaration. 
But even as they announced it, Austria made it clear 









Frozen out? 





that it might lodge an application to join the EEC, 
and Switzerland stressed its opposition to any sort 
of supranational EFTA. 

Mr Delors's offer was not an expanded Euro- 
pean vision: it was chiefly a bid to prevent the dilu- 
tion of his existing one. But there is a good chance 
that Mr Delors's halfway house will offer most of 
EFTA too little in return for too much. This survey 
has contained many examples that show how a 
really open market and the preservation of full sov- 
ereignty are incompatible. The members of a proper 
"internal market" have to be subject to the same 
laws, respect the same trade embargoes, honour the 
same competition policy, accept the same basic stan- 
dards, co-ordinate their monetary policies, and so 
on, inescapably. 

The programme to flesh out the idea of a Euro- 
pean Economic Space will go on: much work is be- 
ing done in such areas as standards, rules of origin, 
procurement, frontier documents and technical 
collaboration. This will temper the discomfort of 
non-membership of the EEC for determinedly neu- 
tral Switzerland and precariously poised Finland. 
For the rest of the EFTA six, starting with Austria 
and Norway, a snowballing bid for membership 
seems probable. And this must affect the ultimate 
goal of the Europe-builders. 





Different visions 


6647 OU cannot fall in love with a single market,” 
Mr Jacques Delors has said several times since 
the 1992 fever took hold. There are many 
Europhiles who wince at the unexpected success of 
this unlovable project. Like the friends of a magnifi- 
cently mismanaged museum that has been rudely 
privatised and is thriving, they fear that a grand 
ideal has been hijacked by economic pragmatists. 
Listen to Mr Delors, in a speech to the European 
Parliament in January: 
History is knocking at the door. Are we going to pretend 


that we cannot hear? . . . It will not be enough to create 
a large frontier-free market, nor, as implied by the Single 
European Act, a vast economic and social area. It is for 
us, in advance of 1993, to put some flesh on the Com- 
munity’s bones and give it a little more soul. 


He went on to say with a hint of glee: 


Now that. the demands of the Single Act have really 
struck home, there is much more resistance... | am 
tempted to echo the remark of a French politician who 
declared that at long last the problems are starting. 


Last year's survey of 1992 told how the internal- 
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market project drew strength from Europe's pre- 
occupations in the 1980s—a phase of enthusiasm 
for free markets, the challenge from Asia, the 
unstoppability of trade—and how it had bounced 
the EEC's members into surrenders of sovereignty 
and national habit that they would never have 
countenanced in pursuit of an abstract ideal. Those 
pragmatic surrenders have since been sustained— 
though at some price of wooliness. Argument over 
the immediate project has been avoided. It has 
flared over the vision beyond. Bottled-up frustra- 
tions have started to pop out: some in pursuit of 
more of the European ideal, others in fear of it. 

Mr Delors has been forcing the pace towards his 
grander vision of Europe. He warned last summer 
that "in ten years' time 8096 of economic, and per- 
haps social and tax, legislation will be of Commu- 
nity origin." He pushed for a European system of 
social rights to counterbalance the rigours of the 
open market. He moved on towards economic and 
monetary union by calling for the setting up of the 
Delors committee to study how it might be 
achieved. This year he has raised the stakes still fur- 
ther with his appeal for a pan-EEC foreign and secu- 
rity policy on East-West relations, for a new political 
relationship with the EFTA countries, and for "pro- 
viding the Community with the dimension needed 
to tackle the problems of education, culture and so- 
ciety”. With an impressively rounded vision of the 
Europe he wants, Mr Delors is riding his 1992 wave 
for all it is worth. 

Mrs Thatcher had pent-up frustrations of ex- 
actly the opposite sort. With her speech in Bruges 
last September, she gave vent to them. The speech 
gave her view both of the goal of the EEC and of the 
style in which it should be run. Of the first she said: 


Willing and active co-operation between sovereign 
states is the best way to build a successful European com- 
munity. To try to suppress nationhood and concentrate 
power at the centre of a European conglomerate would 
be highly damaging... It would be folly to fit [EEC 
countries] into some sort of identikit European 
personality. 


And of the style she said: 


We have not successfully rolled back the frontiers of the 
state in Britain only to see them reimposed at a Euro- 
pean level... The Treaty of Rome was intended as a 
charter for economic liberty . . . Our aim should not be 
more and more detailed regulation from the centre: it 
should be to deregulate, to remove the constraints on 
trade and to open up. 


In the setting up of the internal market, Mrs 
Thatcher has been getting her own way on style, 
though not by enough to get her to crack a smile. 
Both protectionism and interventionist bureau- 
cracy have been held in check. France and West 
Germany have different approaches to economic in- 
tervention, and these have cancelled each other out 
in the commission and council. The French have 
tended to side with the British in eroding the West 
German penchant for perfectionist internal stan- 
dards and rules. The West Germans have tended to 
side with the British in resisting the French pen- 
chant for protectionism—as in the continuing de- 
bate on car imports—and for fiscal harmonisation, 
where France was particularly stung when West 
Germany abandoned its withholding tax on savings 
rather than incorporate it into France’s desired pan- 
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Delors rides the wave ! 


European one. 

A senior French civil servant, Mr Guy Carron 
de la Carriére, has observed that Britain and France 
are building two different internal markets: the Brit- 
ish are building one for consumers; the French, for 
producers. Yet the fact remains that the showdown 
between these two visions has not yet occurred, and 
that, if stated intentions are any guide, the con- 
sumer has so far got his own way. The commission's 
competition directorate, under first Mr Sutherland 
and now Sir Leon Brittan, has been particularly 
powerful in making sure that France's Europe for 
producers is a Europe of a pretty testing sort. The 
reaction against this climate could yet come, if gen- 
eral directives spawn more detailed ones, as in fr 
nance; or if promises to open up markets are simply 
not kept when the home-market share of, say, the 
cossetted Italian car industry starts to tumble. 


The style 


For the moment, the battlefield for style, which is 
fundamentally a struggle about ideology as much as 
about the future of Europe, is the "social dimen- 
sion" of the Community. Some of this is not con- 
tentious: structural funds to help the poorer regions 
of Europe, or a gradual harmonising of rules on hy- 
giene and safety at work. The rallying points for 
Brussels's retreating interventionists are the Euro- 
pean social charter and the European company stat- 
ute. 

The social charter is vital to all those who be- 
lieve that the abrasive competition promised by 
1992 must be offset by a social safety net for employ- 
ees. Mr Delors is committed to it, and the West Ger- 
mans have backed him, fearful that their highly de- 
veloped standards for wages, working hours and 
worker-participation in management will be under- 
cut by the EEC's poorer members. 

As drafted, the social charter would not be 
binding but would certainly create a political obliga- 
tion. It would establish a maximum working week 
and a minimum working age. It would demand that 
individual countries establish a "fair wage”. It 
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would stipulate the rights of workers to vocational 
training through their careers, to join a union and 
to bargain collectively for pay. Much of the charter 
calls for self-evidently desirable things; but, for its 
opponents, that is not the point. For them the char- 
ter is a symbol of central bossiness that is not neces- 
sary to the existence of an open market—standards 
that can and should be set at national level. Their 
gloom is heightened by the prospect that the char- 
ter will be the forerunner of laws, and will be used to 
help the encroachment of majority voting in the Eu- 
ropean Council into social legislation. 

Another contentious aspect of social Europe is 
the proposed European company statute; here, 
something of obvious practical worth has had social 
strings attached to it. At the moment a European 
company has to be incorporated under the laws of 
an EEC country; if it has subsidiaries in other Euro- 
pean countries they must be incorporated there and 
conform to their local reporting, tax and labour 
laws. Since 1970 the commission has envisaged a 
statute that would allow a company to incorporate 
itself in Europe, rather than in a country, and be 
subject to one European set of rules. 

There is certainly some appetite among manag- 
ers for this convenience, although according to the 
European employers' federation, UNICE, they do not 
regard it as crucial to Europe's single market. Ford 
of Europe told the Financial Times that it would be 
keen to simplify its current complex structure by 
setting up as a single European entity. 







Two problems have long bedevilled the pros- 
pect: tax, and rules on worker participation in man- 
agement. Governments remain predictably reluc- 
tant to allow parts of a European company 
operating on their territory to be taxed as though 
they were part of the parent company in the state 
where it is domiciled. So, though it would offer 
some tax advantages, the draft company statute 
would not free pan-European companies from pre- 
paring different accounts in different countries. 

West Germany has always demanded that any 
company statute should insist upon some form of 
worker participation in management, fearing that 
without this clause some German companies would 
Europeanise themselves and thus dodge the coun- 
try's elaborate system of Mitbestimmung. The Brit- 
ish government is strongly opposed to anything that 
will allow unions to re-establish their influence in 
British companies. It has fastened upon the com- 
pany statute as a symbol of social engineering by 
Brussels that must be resisted. The commission has 
bent itself almost double in trying to compromise 
between the two views. Incorporation under the law 
would be a voluntary convenience. There would be 
three options for worker participation; a West Ger- 
man model; a French model; or any other model 
agreed between management and workforce. The 
tax advantages might even be available to compa- 
nies that chose not to Europeanise themselves. To 
no avail: British conservatives continue to vibrate at 
the prospect. 





The goal 


F THE social dimension is the battlefield for the 

style of the single market, economic and mone- 
tary union (EMU) is the battlefield for Europe's goal. 
Here Mrs Thatcher is losing. The Single European 
Act, which she accepted in 1985 and the British par- 
liament later ratifed as the enabling treaty for 
project 1992, actually committed Britain to much 
more than the completion of a market. Among 





other things, it called upon EEC members "jointly to 
implement a European foreign policy”; it agreed “to 
transform relations as a whole amongst [the EEC] 
states into a European union," and it reminded 
them that they had agreed to the "progressive real- 
isation of economic and monetary union." The Eu- 
ropean summit in Hanover in the summer of 1988 
picked up on the last point and set up a committee 
to report within a year on how EMU might be 
achieved. 

The report that the Delors committee of mone- 
tary experts and central bankers produced envis- 
aged a far greater surrender of sovereignty than any- 
thing implicit in the single market: national 
monetary policies completely in the hands of a Eu- 
ropean central bank; the European Council of Min- 
isters having powers over national fiscal policies; 
and, to ensure no backsliding, insistence that “to 
enter upon the first stage should be a decision to 
embark upon the entire process." 

The report laid out three stages through which 
the EEC would pass to reach a Europe with one cur- 
rency and a centrally run system of central banks. 
Stage one, starting in July 1990, would essentially be 
the European Monetary System (EMs) as it operates 
today, but with all the current absentees from the 
exchange-rate — regime— Britain, Portugal and 
Greece— participating, and with economic policies 
more tightly co-ordinated to offset the fact that capi- 
tal would be sloshing freely about Europe. 

Stage two would require an amendment to the 
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Treaty of Rome; it would create a European system 
of central banks—analogous to America’s Federal 
Reserve System—which would gradually impose it- 
self upon national monetary policies. The move- 
ments of currencies allowed within the EMs would 
be narrowed, and the exchange-rate bands would be 
changed only in exceptional circumstances. The 
Council of Ministers would establish, by majority 
vote, guidelines for the macroeconomic policy of in- 
dividual members. This stage would essentially be a 
period of practice for stage three, when exchange 
rates would be locked together and the key thrown 
away. Central monetary and budgetary control 
would be binding. A single currency would emerge. 

Here was a true test of what different members 
of the EEC were really ready to accept in pursuit of 
the vague grail of European union. Britain said no, 
outright. Its chancellor of the exchequer, Mr Nigel 
Lawson, explained in January, “It is clear that EMU 
implies nothing less than European 
government—albeit a federal one—and political 
union: the United States of Europe. That is simply 
not on the agenda now, nor will be for the foresee- 
able future." The Bank of England, whose gover- 
nor, Mr Robin Leigh-Pemberton, had sat on the 
Delors committee, explained defensively that “if the 
government did not like the answer, it shouldn’t 
have asked the question." 

Contrast that British response with that of Mr 
Hans-Dietrich Genscher, West Germany’s foreign 
minister. In a speech in early May he was positively 
gung-ho for the committee’s suggested course. He 
said that there was basic agreement in the West Ger- 
man parliament on this matter and he even sug- 
gested that EMU could be complete by 1995—a view 
that the Bundesbank would probably dispute. Mr 
Genscher is West Germany’s political weather- 
vane: his views on EMU probably reflect his 
country’s. 

In France, too, the report went down well. Mrs 
Edith Cresson, the minister for European affairs, 
told parliament that the Delors report was a “‘sat- 
isfying compromise’. Her government wants to 





Cresson looks satisfied 
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Genscher: the German pendulum 


push the matter forward under the French presi- 
dency of the Community in the second part of the 
year, so that the Paris summit could set up an inter- 
governmental conference to prepare the amend- 
ment of the Treaty of Rome. 

These reactions are worth detailing because 
they are not Euro-oratory that sounds grand but sig- 
nifies little: they tell of a readiness to pool a lot of 
sovereignty in a specific way. They suggest that, far 
from speaking plainly of a nationalism that other 
Europeans feel but camouflage, Mrs Thatcher is 
frankly out of touch with the depth of pro-Commu- 
nity sentiment on the continent, clinging to the 
ideal of a strong and independent Britain rather as 
her hero, Sir Winston Churchill, clung to the vision 
of empire. Project 1992 has done more than over- 
come national reluctance to do something prag- 
matic and probably painful. With the signing of the 
Single European Act it has reawoken an urge 
among the EEC's original members to move towards 
something closer to a political union. 

Certainly there are forces at work here that are 
grander than a desire to shape up economically 
against hyper-productive Asians. Mr Peter Ludlow, 
the director of the Centre for European Policy Stud- 
ies in Brussels, wears his European enthusiasms on 
his sleeve, but it is hard to counter his argument 
that since the mid-1970s the EEC has been slowly 
evolving ways of dealing with problems which, till 
then, had been the preserve of America. The found- 
ing of the EMS was the EEC's bid to find an alterna- 
tive to the wobbling hegemony of the dollar. Euro- 
pean political co-operation thrived because of a 
growing feeling that, in non-NATO matters, Euro- 
pean countries had joint priorities that diverged 
from those of America. The need for a European 
"pillar" to co-determine NATO strategy with Amer- 
ica became steadily clearer. All these shifts imply a 
surrender of sovereignty—the polite word is a 
"pooling"—to the Community that goes beyond 
what is required for an open market. 

As America's aura has dimmed, 1992 has un- 
locked political enthusiasms for closer union within 
the EEC. France clings determinedly to its special 
relationship with West Germany, aware that Mr 
Mikhail Gorbachev is creating rival attractions for 
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West Germany to its east. West Germany, too, 
clings to what Mr Genscher calls "the most ad- 
vanced form of association and co-operation exist- 
ing between two sovereign states,” precisely because 
that loyalty anchors West Germany in the West and 
preserves its legitimacy as it feels its way towards a 
new relationship with East Germany. 

Meanwhile, the EEC's new members, Spain and 
Portugal, have breezed into the Community with a 
newcomer's enthusiasm for social Europe, the EMs, 
and European union. America has noted these ten- 
dencies and decided to embrace them, rather than 
stand aloof from them. None of these sentiments 
proves that Mrs Thatcher's attitude to Europe is 
wrong: they merely create facts that she will find 
hard to ignore. 

Yet there are other, more Bruges-friendly, 
forces at work. Europeans do not feel European in 
the way Americans feel American. They feel Dutch, 
French, Scottish, Bavarian. Language divides them 
powerfully. There is no European equivalent of the 
networked TV soap opera that defines American life 
for all Americans. As Europeans get wealthier they 
seem to attach more, not less, importance to their 
regional specialness: the touchiness of the West 
German lander, both about the Brussels law that 
affects them, and about Bonn shaping that law, is 
striking. Such forces do not help the emergence of a 
European superstate run by supermandarins in 
Brussels, though they might lead to greater local in- 
difference as between national and European 
government. 

Then there is EFTA and Eastern Europe. If EFTA 
countries apply to join the EEC—as seems likely—it 
is going to be hard to tell them that they must re- 
main on hold while the 12 continue their quest for 
European union undistracted. Equally, it will be 
odd to establish a close-knit European union of 
Western European countries just when there is 
hope that some East European countries may move 








towards self-determination. The EEC's unpleasantly 
tidy frontier to the east is going to become steadily 
more permeable. 

So, pulled this way and that, what is Europe 
building? The EEC launched a project to complete a 
long-promised common market. Tapping pent-up 
enthusiasm among governments, the public and 
business, the project took off more abruptly than 
most Europeans and outsiders had expected. The 
prospect of it prompted irreversible changes in the 
EEC’s supranational institutions—more areas of in- 
fluence for the commission, more majority voting 
between the national governments, more influence 
for the European Parliament. Where, in another de- 
cade, that market might have been a plannified, 
harmonised and protected market, in the 1980s it is 
not, so far, taking shape that way: market principles 
hold sway, national systems compete, the external 
ramparts are being levelled down, not levelled up. 

The goal is not remotely achieved. Brave princi- 
ples have yet to be turned into brave practice. But 
the argument has already moved on, beyond the im- 
mediate goal towards a particularly rigorous and su- 
pranational approach to economic and monetary 
union. The continent’s enthusiasm for this shows 
how 1992 has refreshed its appetite for political 
union. There are forces in the other direction, 
too—British reluctance, the coming pressure for en- 
largement of the EEC. And there is an old danger: 
the Euro-rhetoric which, as in the 1970s, outstrips 
reality and comes back to haunt and discredit the 
orators. What sits under the wraps is not as much as 
a United States of Europe, nor as little as Mrs 
Thatcher’s “willing and active co-operation beween 
sovereign states.” It is a demonstration of the cen- 
tral laws, central institutions and political sacrifices 
needed when modern countries bravely decide that 
they are really going to open their economies to 
each other. 
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But around the world, Korea Exchange variety of personalized services. 
Bank has a team of professionals who Get golden results with the people 
provide you with everything to ensure who know how to operate events to your 
your success: up-to-the-minute information, full satisfaction. 


jd N OFFICIAL BANK OF THE 1988 SEOUL OLYMPICS 

u A 

=, UZLY 
KIJFAER EXCHANGE BANK 


Head Office: C.P.O. Box 2924 Seoul Telex No: K24244, K24245, K27237, K27254 Fax: 757-7451—4, 757-7897—8 Cable Address: 
KOEXBANK SEOUL Tel: 771-46 

Overseas: New York, Broadway, Flushing, Los Angeles, Chicago, Seattle, Panama, Mexico City, Sào Paulo, London, Paris, Frankfurt, 
Amsterdam, Zurich, Brussels, Vienna, Stockholm, Bahrain, Teheran, Nairobi, Tokyo, Osaka, Fukuoka, Hong Kong, Singapore, 
Manila, Kuala Lumpur, Jakarta, Bangkok 

Subsidiaries: California Korea Bank Los Angeles, Korea Exchange Bank of Canada Toronto, KEB Australia Ltd. Sydney, KEB 
(Asia) Finance Ltd. Hong Kong, KEB International Ltd. London, Cairo Far East Bank S.A.E. Cairo, Lobi Bank of Nigeria Ltd. Makurdi. 


X X j g s\ 1] Loos | 


MTM NA 
* ies 





One thousand years ago, Like a great physician, 

Turkish scientists and philosophers Türkiye Halk Bankası A.Ş. has 

rose to pre-eminence its finger on the pulse of 

in the Islamic World, Turkish business and finance 

and the fame of many of these and its diagnoses on the state | 

spread to the West. of the economy are d 
One such man was Ibni Sina, invariably correct. 2 | 

known in Europe as Avicena. a 

Considered “the king of physicians", | 

his work "The Laws of Medicine" 

was studied in all medical schools 

for seven centuries. 
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trikes galore: British Rail and 
London Underground for one 
| day; local-government work- 
|. ers, ditto; BBC people for 15 
3 ;and North Sea oil con- 


lock labour scheme re- 
ved royal assent. Registered 
dockers are expected to vote 
in favour of striking in pro- 

- test-—even though, with the 
labour scheme's protection re- 
moved, some have already 
been sacked. 


Moving 

The Confederation of British 
Industry said it might move 
out of Centre Point, a monu- 
ment to property speculation. 
Put up in 1964, the building 
remained empty for years and 
became a symbol for protests 
against homelessness. The CBI 
says it is too expensive, and is 
considering shifting some op- 
erations outside London. - 


-. Population statistics for 1981- 
87 suggested that Britain really 
does have a north-south di- 
vide. Net emigration from 

London is accelerating, 

-| though: last year 73,000 left, 
| up 50% on the year before. 

Most ex-Londoners stayed in 
|. the south-east, 
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Toyota is to build a £130m - 
engine plant, its first in Eu- 
rope, in Clwyd, north Wales. 
With its just-announced as- 
sembly plant near Derby, 
Toyota is committed to invest- 
ing £850m in Britain—more 
than any other Japanese com- 
pany in Europe. 


The Post Office unveiled plans | 


to introduce Sunday collec- 
tions, starting in Newcastle, 
Darlington and a few other ar- 
eas this autumn. It also an- 
nounced a Ip rise in the price 


of a stamp but said the moves . 


were not related. 


Building slowed, with the 
number of houses started in 
the three months to April 
2396 down on the previous 
quarter and 30% down on the 
same period last year. Work 
has stopped on some sites as 
developers wait for sales to 
match construction. 


Wobbling 
Kenneth Clarke admitted that 


the doctors are winning the 
propaganda war over the 
health-service reforms. À 
poll showed that two-thirds of 
respondents—and almost half 
Conservative voters—do not 
believe Margaret Thatcher's 
boast that the health service is 
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Another poll found 7996 of 
those interviewed opposing 
the privatisation of water; 


| and greens took the environ- 
ment ministry to court over its 


decision to allow more sewage 
to be dumped in rivers. 


Pirate radio stations are un- 
der attack. Douglas Hurd, the 


home secretary, said he would 


be toughening up measures to 
punish the bandits of the air- 
waves in the broadcasting bill. 


A MORI T: gave EAN a 
4196-3196 lead over the Con- 
servatives, with the Greens on 
196 and the Democrats on 
only 596. This would give La- 
bour a Commons majority 
of 73, and the Democrats no 
MPs at all. 


Changing standards 


The House of Lords approved 


the archbishop of Canter- 
bury's proposals to allow the 
ordination of divorced 
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priests. The d 
he "preferred to lay stres 
forgiveness and grace. 
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ball Association and d the 
League said that the ba 
cohol at grounds should 
abolished. The ban, thi 

gued, led to pre-match gt 
zling followed by a las 
rush to get into the stadi 
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rights. Sir Geoffrey 
foreign secretary, said fu 
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Mensa, the club for “hig | 
intelligent people", : | 
a competition in achi 
newspaper— ‘closing. . 
June 31st." | 
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the only lottery that offers extremely — currencies in the world. 
rge prizes compared to the limited ! 
F only 700,000 tickets. The lottery runs 
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lotteries surcharge more than 60% of the actual IE 
Lottery ticket). 
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€ the commencement of the lottery. There- of account. 
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N THE finest summer for years, most poli- 
ticians not drinking in the sun on the 
House of Commons terrace were thinking 
« — w to get to Wimbledon. Not the mem- 
‘bers of the government. Lost in a Wild 


Wood, they are beset by weasels, ferrets and 


... Stoats at every turn. 
Some of the government's summer 
blues are familiar. Every possible poll, for ex- 
-— ample, demonstrates that water privatisa- 
‘tion is unpopular—but so it always has 
been. Ministers simply say that once the in- 
-dustry is sold off, the present discontent 
- about the policy will disappear. Electricity 
-privatisation is in a mess, with the govern- 
 ment.still unclear how it can sell Britain's 
" aging nuclear reactors to a City nervous of 
their unknown, but certainly huge, de- 
commissioning costs. Yet this, too, is a prob- 
lem which ministers have had on their desks 
for months. 

^ Other troubles fit the category that min- 
isters almost enjoy. As the rail unions pre- 
pared their latest one-day strike for July 5th, 
and Londoners (doubly walloped by dis- 
putes on both British Rail and the tube) pre- 
pared once more to trudge to work, Conser- 




























A time of troubles - 





ives remembered their articles of faith 


vat 







chi 

abour party, and that all attacks on trade 
unions are popular. So, in her most 
fishwifely performance for months, Mrs 
Margaret Thatcher spent question time in 
the Commons on July 4th demanding that 
Mr Neil Kinnock, Labour’s leader, con- 
demn the National Union of Railwaymen. 
(He didn't). And she has asked Mr Norman 
Fowler, the employment secretary, to exam- 
ine the possibility of laws that would pro- 
hibit strikes in essential services. 

The attacks on the government that 
have really hurt have come from the kind of 
vested interests that Conservative govern- 
ments before Mrs Thatcher would never 
have challenged. On three fronts, ministers 
are looking, if not for a retreat, then at least 
for a tactical withdrawal. 

Of these, the most significant remains 
the row that Mr Kenneth Clarke, the health 
secretary, is having with the doctors. When 
the old health and social security depart- 
ment was broken up a year ago, and Mr 
Clarke was sent to look after health, it was 
assumed that he would present the govern- 


government lost a supposedly safe seat. 


all strikes sooner or later damage the - 






ment's reforms of the health serv 
vincingly. Health is a subject he know 
parliamentary skills are among the b 
the cabinet; and on television he see 
kind of chap you would happily buy 
for in the Dog and Bacon—as, indeed, 
But he has made two tactical mistakes. 

The first was to think that his n 
style of knockabout laced with hu 














- would see off the doctors. Instead, it enrag: 


them. Local doctors advised their pa 
to vote anything but Conservative : 
Vale of Glamorgan by-election, w 











His second mistake was to put the gc 
ernment's structural reforms of the he 
service to one side, and to concentrate 
on securing the general practitioners’ agree 
ment to a new contract of service: A mor 
ago, when he had the agreement of the Brit 
ish Medical Association’s leaders, it seemed 
that the gamble had paid off. This week’ 
conference of the BMA has made clear, how 
ever, that most ordinary doctors ate not pre 
pared to accept the new terms. The contrac 
is not yet sewn up, and urgent preparator 
work on the health-service reforms has bee 
put off. | e 
Mr Clarke can drown his sorrows wit 
Lord Young, the trade and industry secr: 
tary. In March the Monopolies and Merge 
Commission reported that the supply of 
beer for retail sale operated against the pu 
lic interest, and recommended that n 
brewer should be able to own more tha 
2,000 pubs. Enraged, the beerage—tradi 
tional bankers to the Conservative party- 
lobbied against the proposals. Lord Young 
is now offering a compromise. Pubs ownec 
in excess of a 2,000 threshold must be h 
by a subsidiary. Negotiations between bre 
ers and these new pub-owning subsid 
would have to be conducted on an “ 
length” basis. a 

At gcp), the sub-committee of th 
net that looks after competition po 
other tactical retreat was being discuss 
July 6th. Lord Mackay’s proposals f 
forming the legal profession ha 
roundly attacked by the Bar, whi 
that his plans to open rights of audi 
the higher courts to solicitors will s 
end of their trade. The barristers 
listed the support of the judiciat 
whom were once barristers—and of 
rick Mayhew, the attorney-genera 
threatened to resign from the goverr 
the plans were not modified. The like 
promise will give a committee of fo 
the power—to be exercised con 
with a new committee—-to scrut 
rules of those professional bodies w 




























































ges’ muster. 
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on campaign. 





































N THE day that British Rail an- 
-nounced the kind of results its 
nagers would once have thought 
ossible, rail travellers had other 
gs on their minds. Like how to 
to work when the supposedly 
:ud-again railway was in the grip of 
nother strike. When tempers have 
ooled, Joe Commuter might allow 
himself to be impressed. BR had a sur- 
plus on its train business of £107m; 
InterCity, in its first year without sub- 











: BR says the results are due to carv- 
ng the railway up into sectors with 
identifiable markets—like long-dis- 


eight. Increasingly, this is what both 
ity analysts and Whitehall think, 
- In the preparatory work on pri- 
isation (the transport secretary, 
Paul Channon, hopes to make a 
ash about it at the Conservative 
ty conference), a sectoral ap- 
ach is now the favourite. BR would 
e divided into about six operating 
mpanies, with a holding company 
wning much of the capital stock, like 
e track. The companies would then 
> sold off—some, like InterCity, 
long before others. 

_ Those who wanted to privatise the 
ilway along the lines of the old re- 
onal companies have almost cer- 
ly lost the battle. And BR is not 
ig to get the monolithic “BR plc" 
its managers originally wanted. 
ill BR try to reinvent itself as the 
ital-owning holding company? Or 
ht that. company be kept in the 
ic-sector as a kind of property- 
ng regulator? Those are the open 
ions now facing Mr Channon. 


se advocates. As a result, the solicitors 
/ fear that only barristers will pass the 


Government ministers insist that their 
ical ardour is undimmed. The brewers, 
y say, will not like Lord Young’s new pro- 
als, nor the Bar Lord Mackay’s full pack- 
et the impression of trimming is per- 
and worrying. It is a testament not to 
ted interests' strength, as so much to 
h jitters. Mrs Thatcher has been 
ie to convince her supporters that con- 
d radicalism is the right way for the 
nment to prepare itself for another 


tance travel (which uses InterCity) or | 




























Overseas development 


FROM OUR SPECIAL CORRESPONDENT IN BRASILIA 


R CHRIS PATTEN has been lucky as 
A well as clever. This week he has been 
making what will almost certainly be his last 


trip as minister for overseas development, - 


| 

before being promoted in the government 

| reshuffle expected at the end of the month. 

| At just the right moment, with just the right 
agenda, he is visiting the world's most 
controversial bit of real estate, the Amazon 
rain forest, 

His department was flabbergasted ear- 
lier this year to get 8,000 letters from people 
protesting about the World Bank’s plan to 

| lend money to Brazil for its hydroelectric 
| power industry. That was more people than 
ever wrote to urge help for starving Ethiopi- 
ans, and the ministry had to set up a special 
section to handle replies. It was by then al- 
| — ready in the middle of many months of deli- 
| cate negotiations with Brazil. Britain sought 
| to offer technical advice on managing the 
| forest in an environment-friendly way. On 
July Sth Mr Patten signed an agreement with 
| the Brazilian government, promising help 
| with research on the forest’s wealth of ge- 
netic diversity, on conservation, and on pru- 
| dent (that is, self-sustaining) exploitation of 
| its resources. 
| The agreement is something of a coup. 
| The Brazilians have not signed anything like 
| it before. Their reaction to the world's inter- 
| estin their threatened forest has been hos- 
| tile and defensive. Mr Patten’s officials claim 
| the Brazilians liked the way Britain took a 
less hectoring tone on deforestation than 
| some other countries. Besides, Britain's co- 
lonial past has endowed it with a wealth of 
| expertise in tropical forestry. The Oxford 
| Forestry Institute was once the Imperial For- 
| esty Institute. The new head of the Royal 
| Botanic Gardens at Kew, Professor Ghillean 
Prance, is a world expert on tropical rain 
forests, and taught many Brazilian foresters 
their craft. 


Mr Patten, | presume? 








an embarrassing to 
report in the Sunday Tim 
in which pp had a stake 


garimpeiros, gold diggers who are wrecking 
the forest in the far north. “Private firms,” 
said Mr Patten tactfully this week, "have to - 
respect the environmental guidelines of the 
host country in which they are working.” 
The trip to Brazil probably marks the 
end of Mr Patten’s years at the overseas- 


development administration (ODA). When 


he was taken away from the education de- 
partment in 1986, he accepted his new job 
ruefully. It looked like a Thatcher ploy to - 
disarm a promising young wet. When hear 
rived, the ODA was demoralised by suc 
sive budget cuts. Its budget is now fisuig 
again, and will rise further if the Treasury - 
can be persuaded to give extra cash for aid 
to the third world's environment. 

Mr Patten has transformed the ODA’s 
relations with non-governmental organisa- 
tions. He always consults them, and. has 
greatly extended the joint financing of 
projects, matching their cash with aid 
money. He has managed to keep out of po- 
litical booby-traps. Although he drafted the - 
Tories' manifesto for the European election, 
for example, he firmly refused all formal in- 
terviews during the campaign. 

Having been made a privy councillor 
last month, Mr Patten's promotion now 
seems likely. If Mrs Thatcher created a new 
"green" ministry, he would be a natural for 
it. He himself would probably prefer Mr 
John Major's job as chief secretary to the - 
Treasury. Either way, his third-world cone 


stituents will miss him. - 








year ago Oxford Universi 
it it was in financial straits. 











ITH all its customary splendour, Ox- 
V ford has just celebrated the end of an- 
Other academic year. One weekend was 





last rid of their finals mingled with alumni 
sarvelling to be back at garden parties 
e Bii more e sunshine. i id nor- 
















scien of it dta 2 in 
pollution—more honeyed. - 

But the talk at the garden parties this 
- summer has been tainted with an inelegant 
. -topic—anxiety about money and the uni- 
`- versity's lack of it. Launching an appeal for 
£220m last year, Sir Patrick Neill, vice-chan- 
cellor of Oxford and head of its most august 
college, All Souls, said that cuts in govern- 
ment money "are already beginning to take 
their toll". Budgets have slipped into deficit, 
laboratories face retrenchment. The appeal 
made much of 140 academic posts left 
: empty: "there is no money to pay the sala- 
"* ries of new appointees”. 

Some Oxford dons appear to wear fi- 
nancial hardship as a mark of honour in the 
struggle, as they see it, against a philistine, 
Poujadiste government—like duelling scars 
on Prussian officers’ faces. It is only four 
years since the university voted to deny Mrs 


Margaret Thatcher an honorary degree, the 


first prime minister to have been at Oxford 

|... sto be snubbed like that. Her policies are 

"widely blamed for threatening academic val- 

ues and damaging the Oxford dons' stan- 
dard of living. 

in arene Oxford! s worldwide 





| Getting and spending £m, 1987-88 





The colleges 
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graced by four college balls (tickets £130 a 
r including champagne). Schoolsmen at 





launched an appeal for £220m, suggesting 
ons could nod 

proof of the Thatcherite threat to academia. But are Oxford’s finances 
really that fragile? No. The appeal is a substitute for a much-needed rethink 
of the way the university organises itself | 


nowingly: here was further 


alumni, the main target of the drive, have 


been bombarded with covenant forms and 
blank bankers’ orders. Many Americans 


may have found it curious that a state-aided 


institution should be asking them for money 
with no specific purchase in mind; generally, 
only private universities seek support on 
such an open-ended basis in America. The 
worldwide response, anyway, has so far been 
modest. Of the £65m which the university’s 
fund-raiser, Mr Henry Drucker, claims to 
have raised, £51m was already there as “core 
funding” when the appeal was launched, 
and £30m of that has come in the form of 
research contracts from three large pharma- 
ceutical companies. 

Mr Drucker confronts two big obstacles 
in his quest for the little man’s cash: the 
scepticism that Oxford, with all its outward 
riches, can really lack money; and the con- 
viction of most Oxford graduates that their 
first loyalty should be to their college, not 
some administrative convenience called the 
university. Many of the colleges have taken 
advantage of the university's campaign to 
launch mini-appeals of their own. 

Oxford's problems are evident enough. 
Academic salaries are painfully low, up to a 
maximum of £26,000 a year for a college tu- 
tor and between £28, 500 and £32,300 for a 
professor. Every conspicuous departure for 
American pastures—eg, of Mr pu 





“Block Research fe 
grant” grants & — commercial — from 
from U.F Ct — tuition 

fees 


* including fees paid directly by small minority of students 












































Sen, an economist, and Mr Simon Sc 
an historian, both to Harvard 
fresh introspection. is 
Yet these sad stories and depa: 
puzzling features of an era that has seen ! 
ford's income grow with unpre 
speed: up by 54% in real terms sí 
(see chart 2 on next page). Even 
tribution from government, t 
rupted by a shift in the way the un 
gets the money, has. jumped 30% 
terms over the same period. Mr Pet 
the lawyer who is the principal of J 
lege as well as chairman of “the 
the chest" —ie, the university's 
mittee—admits: “It isn't all gloom. 
kept our heads above water". — 
Suspicions that Oxford shou 
done better than that are reinforc 





Rother costs 
salaries 
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ing revenues — 2 
Oxford's income (in real terms). 1976 = 100 
eem li 
































of the university’s science depart- 
value of research contracts with 
has risen by about 250% in real 
977, yet the university is some- 
aging to make an overall loss on all 
jy. Far from being reluctant to 
rivate companies, dons appear 
keen to take up commercial con- 
they grossly undercharge for the 
ey provide. 
ash flow of the university in 1988 
out in chart 1 on the previous page, 
ide an analysis of the cash flow of the 
es. Significantly, the colleges' aggre- 
urplus last year exceeded the universi- 
t. It seems odd that the colleges 
less on academic salaries than they re- 
rom the government in fees. So 
of the greatly increased endowment 
of the rich colleges has gone, not on 
ng for talent with Berkeley or Har- 
t on those golden stones and emer- 


rux of the problem is the separa- 
two cash flows. In preferring to 
ith their colleges rather than the 
Oxford's alumni point up a 
aw which arguably imposes more 
strain than any external con- 
university heads a federation of 
which 
~distributed—endowments over 
t has virtually no control. Put 
the university is poor because its 
choose to leave it so. 

constitutional relations between 
parties are deeply obscure. The 
Lewis Carroll lives in many a dia- 
een a don wearing his university 
the same man wearing his college 
d dons tend to scuttle into meta- 
-subtlety when threatened with 
scussion of their financial affairs. 
loubtless their privilege, but it sits 
side the appeal, the existing flows of 
ioney into the colleges, and the 
at Oxford as a whole faces penury. 











` more impenetrabl 


sit on magnificent—if un- - 


spect of the colleges’ finances is- 








do not publish the value of their endow- 
ments. Even if they did, the confusion 
would remain, since many assets are arbi- 
trarily excluded from the endowments. It is 
not unknown for a college to own neigh- 
bouring properties in the same street, one in 
the endowment and the other outside it. 
One fact shines through. For the 13 col- 
leges with substantial endowments (many of 
them bequeathed by medieval princes of the 
Church), the last decade has been a golden 
age. Until recently, many colleges kept their 
endowments in low-yielding land. Most of 
them switched into equities in time to catch 


the surge in markets in the mid-1980s. The 


richest colleges are now very rich indeed (see 


chart 4). 


Free the Colleges 


Perhaps Oxford might be better served if its 
colleges were left as free-standing competi- 
tors, with no university above them. The 
university appears to have little or no influ- 
ence over college spending policies. While it 
bemoans the squeeze on academic staff, the 
colleges’ increased resources have not been 
translated into proportionately more money 
for extra dons or for higher salaries (see 
chart 3). Within the academic-salary bill, the 
proportion that goes to permanent staff has 
fallen from 62% to 54%. The result is that 
younger academics without college fellow- 
ships become like casual workers and spend 
much of their time looking for the next part- 
time job. And the six richest colleges spend 
a smaller share of their income on academic 
salaries than the poorer ones, and have not 
increased that percentage since 1977. 

Nor does the university do much to re- 
allocate Oxford’s wealth. It does make an ef- 
fort to even out the difference between rich 
and (relatively) poor colleges, imposing a 
tax, currently 7.5%, on a portion of the in- 
come of richer colleges to be distributed to 
the poor colleges. Twenty years ago, the tax 
was 25%. Awkwardly, this tax encourages 
the rich colleges to minimise their cash in- 
comes—something many are anyway in- 
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Creatures of habit 
Pattern of college expenditure 


Total: £10m AS % of total Total: £67m 





Catering, sports, etc $ 


— Administration — 





— Maintenance — 

















e than their capital. They [7 











Hidden assets a] 
Estimated endowments of Oxford's richest colleges £m 
"End Dec 1988. | 
9 29. 
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St John's 





























































Source: Oxford University 


Note on methodology: Nominal value of underlying 
from 1967 income, assuming that i 

















led by assuming that report- 
ed income in 1988 represents a yield equal to that authori in 1988 by the 
property portfolio. 









clined to do, to ward off the dangers of fu- 
ture expropriation. | . E 

The rich colleges minimise their in- 
comes in several ways. They keep a higher 
proportion of their portfolios than normal 
in agricultural land. (One bursar quipped 
that they take a longer view than pension 
funds because they hope to be around for 
more than one generation. Many wash 
bonds and strip dividends, regularly selling 
securities before receiving interest or divi- 
dends, and buying them back a couple of 
days later to turn income into capital gain. 

The Economist conservatively estimates 
that at the end of 1988 the colleges held 
about £500m in securities, almost all in eq- 
uities, with another £400m in land and 
other real estate, not counting their own 
buildings or sports fields. In 1988 this aggre- 
gate portfolio appears to have yielded just .. 
over 3% for equities, almost a quarter les 
than the Fr-Actuaries all-share index, which 
yielded 4.296. The total portfolio yielded 
3.496 overall, or 2.796 after management 
Costs: rather less, it might be noted, than the 
Church Commissioners earned on a com- 
parable fund, derived from similar sources 
and also dedicated to maintaining ancient 
buildings and paying salaries. 

If the colleges managed to earn as much 
on their endowments as the university says 
it will earn on its appeal funds—about 414% 
a year in real terms—that in itself would 
yield an extra £8m or so each year. This 
would be enough to pay for the 140 unfilled 
academic posts cited by the appeal (assum- 
ing the university would like to fill them, 
which some doubt) and would still leave 
over £4m for boosting salaries. Instead, the 
colleges seem likely to pursue their strategy 
of amassing capital against a future rainy 
day—as they have done for several hundred 
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Up to date rate of interest available by teleph 
Scotland, Jersey 0534-39322. | io 
Simply complete the coupon and enclose your cheque. A 
acknowledgement of your deposit will be sent b 
return and your cheque book will follow afew. 
days later. 
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A Money Market Cheque Account 
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US$5000 
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| Prince’s lot 
A LL the world and all the ae of i it, 
whatever is most attractive, what- 
is most seductive, has always been of- 
to the Prince of Wales of the day and 
ays will be." Thus Walter Bagehot in 


. Why, despite this rich diet, and re- 
public acclaim for his television pun- 


on architecture, does Prince Charles 
so gloomy? Because he needs help. 

40, he could easily have ics 

years. before ascending the throne. He 

wants to do:his bit for Britain and 

void the undistinguished reputa- 

ree most recent predecessors. 

| e needs counsel of a different 


ples Prince of Wales spent 30 

ed years before he succeeded to 
rone, at the age of 59, as Edward 
Apart from a brief foray into foreign 
-he spent his time sailing, shooting, 
ng, eating, drinking and entertain- 
other men’s wives. The next Prince of 


les had only nine years in the job be- 


e becoming George V. He was a man of 
notably eccentric judgment; fortunately, 
he exerted most of it on his stamp collec- 
tion. Prince Charles’s immediate prede- 
cessor, once Edward VIII, then Duke of 
Windsor, was stupid and selfish. He car- 
ried out royal duties with a superficial 
charm, but the only comment for which 
he is noted—that "something must be 
done" for the unemployed —was as vacu- 
ous as it was memorable. 

_Today’s Prince is burdened with a 
yper-sensitive conscience, and brows 
at furrow at the merest suggestion that 
milk of human kindness may have 
en addled. He has cast himself as the 
lyst on range of oddball issues. From 
ner cities to the environment, from ar- 
itecture, alternative medicine and or- 
nic food to the teaching of English, the 
al views have been made known. 
n principle, this is the kind of role 
that a Prince of Wales could usefully 
yy—provided his interventions were 
ased on substance, sound briefing and 
agination. In practice, they have often 
en superficial enough to be ignored 
hough ever so politely) by businessmen, 
vil servants and politicians. Unpolitely, 
it funnily, Private Eye savages him. 
ny. architects (of whom Mr Richard 
ers, who recently took two pages of 
ne. Times to attack the Prince, is the 
t deferential) would cheerfully see him 
g up from the Lloyd's building. The 


lic takes the Prince seriously (though 


me of them bridle at his Mise uis but 


xublic opinion is not the point. | 
i Woar Prince Charles needs is someone 


who is neither minder nor chum, but a 
mentor who earns his respect. He does 
not need a person with his own axes to - 
. grind, but someone who could share the 


Prince's idealism while filtering and as- 
sembling advice—of which the Prince gets 


too. much. And he needs someone famil- 
iar enough with the ways of the world to 


ensure that the Prince's initiatives are fol- 
lowed through. 

All sorts of the strangest people are 
said to have the Prince's ear, including Mr 
Laurens van der Post, an author and 
quasi-mystic. But the Prince's main ad- 


Bloody sensitive 


viser is bound to be his private secretary. 


So far he has had three: Sir David 


Checketts, who was a regular RAF officer 


and little else; Mr Edward Adeane, a bur- 
toned-up bachelor, the son of the Queen’ S 
former private secretary, and no more 
an a hereditary courtier; and most re- 
cently Sir John Riddell, an intelligent Old 
Etonian and successful banker, but unfor- 
tunately unable to contribute much to 


Prince Charles's enthusiasm. Sir John, 


private secretary since 1985, has just an- 
nounced his departure plans from the 
post. 

Only once has Prince Charles had 
someone on his staff who measured up to 
his needs. The late Sir John Higgs, an aca- 


demic and international civil servant, was 


his secretary of the Duchy of Cornwall for 
six years from 1981 until his early death 
from cancer. He shared with the Prince an 
interest in environmental issues, and it 
was during his time that the Prince was at 
his most influential. 

À new private secretary is now needed. 
Our choice? Mr Charles Powell, Mrs 


Thatcher’s private secretary for foreign af- 


E E. P with den suspicion at the 


Foreign Office, he will be lost to the City 
if some substantial role is not found for 
him soon. Ánd after five years practising 
in the court of Queen Margaret, he 
should find that of Prince Charles a 
doddle. 


; ic o ns 


Politicians bored with. Hongkong might 
reflect that writers would stop scribbling 
about it if politicians behaved decently. 
As the indecency of politics was once 
more on view in the House of Commons 
on July 5th, the issue lives on. | 

The day saw Sir Geoffrey Howe report 


on his trip to the territory. It had not been 


a success, because on the matters that 


count in Hongkong—like the rights of . 


British passport holders—he was unable 


to offer much comfort. Still, he was. 


warmly welcomed back to: he House, with 
Labour's shadow foreign secretary, Mr 
Gerald Kaufman, seeming tó agree with 
Sir Geoffrey that "this House would-not 
support" any proposal to give the pass- 
port holders a right of abode. 

When leading politicians speak of 

"this House", there is humbug on the 
way. The phrase means that the speaker is 
about to hide behind a fiction. Too scared 
to ask people to do what is right, but may 
be unpopular, he creates the illusion of an 
anthropomorphic “House”, quite out of 
control, as if whips, patronage, arm-twist- 
ing, and all the other devices that per- 
suade MPs to file through lobbies every 
day had never been invented. True lead- 
ers say, to their followers and to the pus 
lic, "Here is the cause; and here] stand 
Sir Geoffrey and Mr Kaufman say, “lama 
man of no consequence. The mind of the 
House is made up; its muscle-tone firm. 
Kindly pass the onions.’ 

In Sir Geoffrey’s case this denial of the 
duties of leadership is made worse by his 
failure to state that Hongkong's govern- 
ment will be democratised fast. That is 
what Hongkong now wants. In a phrase 
that would have been hilarious had it not 
masked a tragedy, he sa id that the govern- 
ment would give the “utmost respect as 
far as it is possible to do so to the wishes of 
the people of Hongkong”. 

This particular Howeism is aed 
by the Foreign Office’s view that a rush to 
democracy would incur the wrath of the 
Chinese government. Someone should 
keep reminding the prime minister that 
democracy in Hongkong is the best pro- 
tection its people can have against the 
chance that China will snuff out their 


present way oflife. — 


| 
| 
| 
| 
| 





: Britain’ s T" takeover bid 
~ looks like ending in victory for 
Hanson, a British industrial 
- conglomerate. The board of 
. Consolidated Gold Fields, a 
- gold-to-gravel digger, recom- 
. mended acceptance of Han- 
.son's sweetened £3.5 billion 
($5.5 billion) bid. Hanson did 
not add cash to its initial £3.1 
billion bid but instead offered 
ConsGold shareholders war- 
rants to buy Hanson's shares; 
son also threw in a special 


Boots, a drugstore group, 
launched an £800m ($1.3 bil 
lion) bid for another retailer, 

- Ward White, which owns 

. Halfords, a car parts and bicy- 
. cle stores group and Payless, a 
chain of DIY stores. 


he managers of Magnet, a 
-uanufacturer and retailer of 
|. kitchens, at last bought out 

| their shareholders for £629m 


| ($1 billion). It took over five 
months for the managers and ~ 


their bankers to persuade 
shareholders to sell. The deal 


is Britain's largest buy-out of a 


: | Public company. 


| BSN, France's biggest food 
— company, sold Walkers and 
Smiths, two of Britain's big- 


|] gest crisp manufacturers, to 


| PepsiCo for $1.35 billion. BSN 
-bought these when it paid 
-$2.5 billion a month ago for 


| all rir Nabisco's European bis- 


cuit and snack operations. 


The bid by Britain's GEC and 
Germany's Siemens for 


| Plessey, a British electronics 


company, is hotting up again. 
In abortive talks this week 


,. GEC discussed dropping its 
- hostile bid for Plessey if the 


firm sold to GEC its half of 
GPT, a telecoms company 
which it jointly owns with 
GEC. Just trying to talk down 
Plessey's share price? 


Abraham Goldberg, an Aus- 


tralian textile magnate, joined. |. 


forces with two executives in 
Industrial Equity (IEL) to 
scupper the investment 
group's attempted merger. 
with an Australian 
foodmaker, Goodman Fielder 
Wattie. The new company 
hopes to buy IEL itself. 


In competition. 


Japan is the world's most 
competitive country, accord- 
ing to IMEDE and the World 
Economic Forum; a Swiss 
group that runs the annual 
Davos pow-wow. Defining. 
competitiveness as the ability 
to take advantage of opportu- 
nities in international mar- 
kets, Japan scored heavily for 
its industrial flexibility and 
skill at applying technology. 


Joining up - 


Mauritius opened its stock 
exchange. It has five compa- 
nies listed, two of which are ei- 
ther owned by or affiliated to | 


a British trading company, | 
Lonrho. The exchange will be 


open one day a week... 


Franco-Russian joint ventures 
have sprouted around 
Mikhail Gorbachev's visit to 
France. They include deals to 
make furniture in the 
Ukraine, to computerise dis- 
tribution centres throughout 


Russia, and to build a tin-can 
. plant near Odessa. 


In the markets 


Drexel Burnham Lambert, 
a controversial Wall Street in- 
vestment bank, tightened its 
grip on the lucrative junk 
bond market in the first half 
of 1989. It led $6.8 billion of 


issues—equivalent to 46% of _ 


the total. Its nearest rival, 
Merrill Lynch, organised only . 
1196 of the deals. 


Times are getting tougher on 
Wall Street. In the first half 
of 1989, disclosed fees from se- 


curities underwriting plum- . - 
meted to $1.4 billion, down = 


from $2.0 billion a year ago. 
Lomas, a Dallas based finan- 


cial services concern, took a 


$202m loss in the year to June — 


and sold its credit card and 
leasing operations. The com- 
pany had borrowed heavily to 
buy these businesses. But ris- 
ing interest rates and the 
slump in Texas property 
threw its core mortgage-bank- 
ing business into loss. 


L.F. Rothschild, the invest- 
ment-banking arm of Franklin 
Savings Association, filed for 


_ protection from its creditors 


|. under Chapter 11. The filing 


comes after two years of fi 
cial turmoil that wrecked 


. of Wall Street's leading n 


sue houses. Rothschild's ; 
creditors are the trustee 


“its bondholders. 


Brazil said that it would: 
interest payments on its f 
eign debts because its res: 
had fallen to a dangerous: 
low level of around $5.5 t 
lion. Brazil is due to pay 
creditors, both governn 
and banks, more than $1 
lion in interest this year. 
Bankers are not confiden 
the cash is on the way. 


The head of banking sup 
sion at the Bank of Eng! 
said that British banks’ 
sions against their third 
debts should be increas 
Most British banks hav 
visions equivalent to ar 
third of their third-world 


loans. 


Japanese banks expect t 
schedule loans to China 
cause of the econom 
quences of dislocation 


by the riots. China owe 


nese banks $6.1 billion in 


dium-term loans. 


Bottom lines 


3i, formerly Investors in: 
|. dustry, Britain's largest vi 


ture capital company, re- 
ported net profits of £23; 
($410m) for the year co 
pared with £133m ay 

A quarter of 3i's £ 


| investments haw 


in the last. two yea 


Broken Hill P opri 
minerals and mining 
and Australia’s large 
pany, made record p 
profits of $845m in 

last May. That was desp 
hefty i interest bill on borr 
ing to buy back $1.5 bil 
worth of its own shares fr 
financially distressed preda: 
Robert Holmes à Court. © 
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Activate the death star 


Sky Television and British Satellite Broadcasting are locked in a costly bat- 
tle to reach British viewers. Their deal could show how commercial broad- 


casting will develop across Europe. 


them—will make a fortune 


THAT'S the difference between the 
~~ V Y Loch Ness monster and Sky Televi- 
— sion?" asks a popular joke going the rounds 
of London's media folk. "Some people 

claim they've seen the former" is the 
punchline. Sky, which is owned by Mr Ru- 
pert Murdoch's News International, has 
been beaming four channels to Britain since 







^C February. So far it has met with massive in- 


difference: only about 90,000 satellite dishes 
have been bought, with another 150,000 


^ homes receiving Sky by cable—in all about 


1% of Britain’s 21m homes. Sky is so desper- 


.. ate to attract advertisers that it has charged 


a mere £10 a spot for airtime. | 
Sky's rival, British Satellite Broadcast- 
- ing (BSB), which has raised £423m from a 
consortium of investors including Pearson 
(which, via the Financial Times, owns 50% 
of The Economist), looks in even worse 
shape. After a series of technical problems, 
s launch has been put off to next spring. 
BS. chief executive, Mr Anthony 


So far they have sf 
lion) and have nothing to show for it. But one d: 


ay somebody— probably not 


Simonds-Gooding, has also postponed 
plans to raise another £400m of equity capi- 
tal until later this year. Mr Alan Bond, an 
Australian entrepreneur not short of his 
own troubles, may want to sell his 3496 stake 
in BSB. 

So is satellite television in Britain just an 
expensive joke? No, because: 
@ Britons are ardent television watchers, 
spending about a seventh of their lives in 
front of the box—more than most other na- 
tionalities, though still less than Americans. 
At present they spend a mere £66 a year on 
a compulsory licence fee. By contrast, nearly 
50m American homes connected to cable 
happily pay a fee of $35 a month; the 
200,000-odd British homes that are con- 
nected to cable spend £18.50 a month. 
@ British viewers want more television. De- 
spite Britain's inordinate pride in its televi- 
sion, around half the viewers tell pollsters 
that frequently they find nothing worth 
watching on the existing channels. 


_. @ There will be plenty of i 


Me. ni shows ue  programiags, | 


nt £600m ($1 bil- 





roughly £10 a month to 
Britons already spend £7 00 ; 





support non-movie channel 
according to Saatchi & Sa 
ain's biggest advertising. 
. Saatchi guesses that (in 
satellite Tv will pull in £ 
of ads in 2000, and « 
Britain's 21m homes will 
receive the programmes. 
If all that research is tr 
Britain is probably the mo 
. tive market in Europe: 
_ television station—provi 
di easy to receive, relatively cheap 


















lite station ure e eel bois me 
its » budget goes. into vibra its LÀ 


print money. 
Needless to say, iue bust : 
works most easily when there is no i 



















somehow, BSB and Sky have conspir 
their own and each other's throats 
gan broadcasting when there were 
dishes in the shops and with m 
grammes. BSB publicly rubbished: 
val's technology and programr 
successfully confused Sky's mess: 
consumer. BSB's own message- 
square aerial was better—ba 
the squarial didn't work. 9 
Both satellite groups m: de t h 
big mistakes. The first has b 
the cost of programming—~pat 
American shows and films. 
have both paid prices that oth 
broadcasters and Hollywood - 
describe as mad. The second mi 
select different satellite systems. 
different dishes. The viewer wants t: 
between programmes, not technolo 
These mistakes have made suc 
bit more elusive. Mr James Lee of th 
Consulting Group reckons that wit 
sive programmes and different dish 
two new stations each need to serv 




























break even—four times the 

ese errors, Mr Lee, who led a cor 
vhich bid for the same licence tha 
argues that the two sides should 
a partial merger: BSB should use 
ellite system and the companies 
erge their movie channels. — 

s would make commercial sense; 


ume 































































ood, the cheap and the ugly. 
good side is Sky's programming, 





Sk 


l-day news service, and 
s.popular too. The cheap. 
ellite dishes away— possibly 
id the money budgeted for a 
annel (around £30m) on market- 
ike BSB's, Sky's dishes can pick up 

'r channels too. The ugly side has 





pers. Mr Tim de Lisle, the 
t The Times, recently resigned 
against using the newspaper's arts 
promote Sky's transmission of 
arring further technical problems, BSB 
ould be able to stop Sky getting too far 
ad. A recent survey indicated that 85% 

jose intending to buy a dish will choose 
ly after they know what both systems are 
fering. BSB will launch its satellite in Au- 
ust and will decide soon after that whether 
ch its troublesome squarial in favour of 
abolic dish which would still be smaller 
n Sky’s. It says it has enough money to 
nch its programmes next spring. 


Wü E 








ANT to hear a familiar story? A 
ew British television revolution is 
imed and then the brave pioneers 
n the early 1980s, after a lot of guff 
the future “wired society”, Britain's 
new cable-television industry sunk 
out trace. Cablers did not have 
ough good new channels to entice view- 
¿to buy multi-channel systems, and 
sts were higher than expected. Now— 
ks, ironically, to satellite Tv —cable is 
ghing ahead again. | 
ky and BsB have helped the cablers in 
Ways: first by providing the increased 
ber of stations that prospective cable 
ers want; and, second, by refusing to 
e on the same satellite dish. Un- 
singly, viewers prefer to hook up 
'a cable system which shows both sta- 
rather than clutter their homes with 
erent dishes and decoders. Cable feels 
too: it usually costs £30 to join and 


























Ír Lee himself concedes, it is un- 

y is keen to swat BSB out of the. 
even before it signs up its first. 
he offensive will be on three lev- 


iproved. Even rival broadcast- 


hameless hyping of Sky pro- 
1 Mr.Murdoch's five national - 


| 1988. . 89 90 91 92 93 94 85 








oe 


manage to twist 





“psp will probably also 





the arms of existing shareholders for more 


cash. With a satellite up in the air, pro- 
grammes ready to show and a guaranteed 
massive loss if they try to liquidate ssp 
(which has few saleable assets), most of the 
existing backers will cough up. 

If BSB gets refinanced and airborne, it 
stands.a fair chance against Sky. BSB’s satel- 








a 
lite should deliver a slightly better picture 
and the squarial is less of an eyesore than 
Sky's dish. BsB's main weapon will be its lav- 
ish movie channel: both its movies and its 
encryption service appear to be slightly bet- 
ter than Sky's and, if America is anything to 





go by, the company with the best movie 
 chaünel will win. 


Ironically, some reckon that one reason 
why BSB may “triumph” is because Mr Mur- 


. doch is a rational investor: when he cannot 
` see à decent return, he will quit. BsB’s con- 


sortium may find it more difficult to behave 
rationally. Consider the numbers. Bsb has a 


licence to transmit for 15 years: by its own 


admission it will not make a profit in the 
first two. That means that over the remain- 
ing L3 years it will have to make £150m each 
year just to earn its shareholders a barely ac- 
ceptable return on their £800m investment. 


Mr. Murdoch, who may have to spend 


£500m before breaking even in three years, 
is sübject to roughly the same arithmetic. - 
“Who, then, will make the fortune that 
satellite still promises? Unless Sky scores an 
unlikely early knock-out or BSB agrees to use 
Sky's satellite, the two companies have al- 
ready spent too much to make decent re- 
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ble stitches things up 


£10 a month thereafter, against a flat 
£300 for a satellite dish. Last year the 
number of homes plugged into central 
London's Westminster Cable nearly dou- 


bled, to 12,000. The company, in which 


Systems; 


| British homes passed hy cable 








assuming additional 
franchises | 
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Source: Cable Authority forecasts 
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to be interested in trading their debts from 

BSB for equity: they may well try to grab con- 
trol when BSB refinances. A cheaply bought 
stake in BSB would fit neatly into the new, 
would-be “global” media empires that Para- 
mount, Time and Warner are so keen to cre- 
ate. And Time, which owns the Home Box 
Office channel in America, knows how prof- 
itable a broadcasting business can be, once 
it gets off the ground. 


















British Telecom, Britain's privatised tele- ^| - 
phone company, has a 45% stake, isadd- d. 
ing 500 homesa month. ~ e 
The Cable Authority wh dö 
franchises to applicants reckons that, by 
1995, up to 14m homes will be able to fe- 
ceive cable television in Britain. It also ex- 
pects cable's penetration rate to double 
from its current 1596 level, so, by 1995, 
almost 5m homes could be wired up. 
Pipedreams, perhaps; but, just as with sat- 
ellite, the biggest cost (digging the road 
up) is fixed: once enough viewers have 
signed up with a cable company, the wires 
might as well lead to the operator's bank 
account, as several rich Americans ‘can 
testify. | Eo 
From an American viewpoint British 
cable looks scandalously cheap. Already 
some American companies, including Pa- 
cific Telesis and United Cable, have ine 
vested in British cable operations. Expect | 
to see more—-especially if BSB and Sky - 
continue their suicidal allegiance to difer- | 
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Exchange of ideas, that is. 

Because as you can see from the list 
below, there’s going to be a great deal 
happening in Singapore over the year. 

Whether your interests lie in electronic- 


offers all the S of exotic Asia. 
And, for your 

professional interest, 

some of the best 


conferences in the 
world. 


-. CONFERENCE 1989. LJ 28November—1 December 1989 [] 3-6 April 1990 
| International Exposition of Food & Hotel Asia’ 
C] 18-22 September 1989 — Quality Control Circles (IEQCC) | — 
4th Asian Retailers Convention Convention L] 29 May - 1 June 1990 . 


| | — Communic Asia 90. 
[] 25-30 September 1989 [] 28 November- 2 December 1989- unic Asia 90 
International Pipeline — Confederation of ASEAN ! 
Contractors Association loud eA 
Conference Asia Pacific Press Convention 


C] 27September- 1 October 1989 


15th Pentecostal World | ‘ 3 
Conference ^ 4 L] 15-18 September 1989 1 "13 D'Agular ir Street, 


Asia Apparel Machinery & Central, Hong Kong. 
L] September 1989 Accessories Exhibition 89 Pliasesendanéi A 
more information about Confer 


EI 36:39 September 1989 & Exhibitions indicated 


EXHIBITIONS 1989/1990 


Printing Opportunities | 
Conterence BEEXRIDIBOR MachineAsia '89 — 8th Asian LJ] the Singapore Convention 


Exhibition Calendar 


(PRINT 89) International Industrial Fair 


o 19-20 October 1989 E O 14-16 November 1989 Name: 
First International Export Equinex '89 


Title: 
Services Conference 


D | : L] 6-10 December 1989 

[] 24 October- 16 November 1989 Singapore Informatics 89 | 
4th ASEAN Council on C] 14-18 February 1990 Address: 
Petroleum (ASCOPE) Conference Asian Aerospace 90 Exhibition, 
& Exhibition Airshow & Conference 


Organisation: 
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The bank that puts the 


Arab world at your fingertips 


When you're doing business with the Arab tries GIB offers the highest professional standards 


world, it's only sensible to use a bank that speaks the in merchant and wholesale commercial banking ser- 
language, knows the markets and understands the vices, including trade finance, foreign exchange and 
business environment. investment advice. 

And when it comes to experience And with its offices in London, New York, 
and contacts in the region, nobody has ^Á Singapore, Tokyo and Frankfurt - and bank- 
more to offer you than Gulf International ing connections worldwide - it is ideally 
Bank. placed to serve you wherever you are. 


Founded specifically to develop trade, dla allo ali For full information, contact your nearest 


industry and investment in the Arab coun-  GulfintemationalBankasc office. 





GIB OFFICES: HEAD OFFICE: PO. BOX 1017, MANAMA, BAHRAIN TEL: (0973) 534000. TELEX: 8802 DOWALI BN 
LONDON: 2-6, CANNON STREET, LONDON TEL: (044) 1 248 6411 TELEX: 8812889 GIBANK G NEW YORK: 499, PARK AVENUE, NEW YORK TEL: (01) 212 303 3060 TELEX: 424027 GIBANK NY 
SINGAPORE: SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE TEL: (065) 224 8771 TELEX: 28227 GIBSIN RS. TOKYO: 1-1, MINAMI AOYAMA 1-CHOME, MINATO-KU, TOKYO TEL: (081) 3423 4096 TELEX: 2425596 GIBTYO 
FRANKFURT: TRITON HAUS, 42 BOCKENHEIMER LANDSTRASSE, FRANKFURT/MAIN TEL: (049) 69 720363 TELEX: 4185504 GIBG 
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> price of cheap money 


orld Bank's new ees Develo e opment Report* argues that poor 
ies could save more, and make 


tter use of the ravin they al- 


dy have, if they would only let their financial systems wor 

















NNE of the biggest and most persis- 
J tent difficulties for developing coun- 
‘ies is that they save a lot less than they 


|| savings, they need foreign capital to build 
|] up their productive investment. In princi- 
=p S that sounds fine. It makes economic 











Ol owing | can ps cu In the 1980s 
any poor countries ran into crippling 
ebt troubles because they had borrowed 
oo much in earlier years, and because ex- 
Change rates and interest rates moved 
against them. To make matters 
worse, they had often invested the 
money in the wrong things—or 
had simply spent it on (public-sec- 
tor) consumption. 

Many words have since been de- 
voted to the need to invest wisely, 
|| and on the need for more foreign 

- capital to go to the developing 
countries. Less has been said about 

domestic saving. What can devel- 

oping countries’ governments do 
to promote it? And how can they 
-make sure it is put to better use? 
d , In many countries the answer to 
= || both questions is the same: higher 
-|| interest rates. That will sound odd 
| to some rich-country ears. Surely 
~ higher interest rates would discour- 













|) what is needed? Yes they would, if 
^. “interest rates at present were set by 
the market. But in most poor countries 

* they are not. 

-] Ina wide range of deliberate and acci- 
[| "dental Ways, governments distort their 
| countries domestic financial systems. 

zz Typically, they start by forcing intermedi- 
aries to lend at low interest rates. They do 
this precisely because they think it is im- 
portant to boost investment—or certain 
sorts of it. But at these artificially low in- 
terest rates the demand for loans greatly 
exceeds the supply of deposits needed to 

| fund them. So credit has to be 

"directed" —ie, rationed—to preferred 
borrowers. If the market were allowed to 
work, interest rates would rise to balance 

| the demand for loans and the supply of 

| deposits. There would be more deposits 

d more loans. Decisions over how 

hould be lent to whom and for 
pose would be made by market 

ot bureaucrats. In short, there 
and better investment. 

































an usefully invest. Because of this lack of © 


age investment—the opposite of 1967 
Source: World Bank Development Report 





The chart shows the degree to which 
interest rates in developing countries have 
been distorted over the past two decades. 


Real interest rates in Latin America and 


in black Africa have been persistently neg- 
ative. This means that savers have seen 
the real value of their deposits fall. In 
Latin Ámerica in the mid-1970s, deposits 
lost a sixth of their purchasing power an- 
nually; meanwhile borrowers made 


Real interest rates, % 
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Latin America and the Caribbean 
Sub-Saharan Africa 
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money on projects that would never have 


been launched at undistorted interest 
rates. Compare Latin America and Africa 
with Asia, which includes the fastest 
growing developing countries. Asia’s in- 
terest rates have been higher, and often 
positive in real terms. Unsurprisingly, its 
savings and investment have been higher 
too. 

To provide the right financial climate, 
the World Bank urges two main kinds of 
reform: 
€ Microeconomic. Governments should 
stop putting rigid ceilings on interest 
rates. Not only that, they should let the 
pattern of interest rates vary freely be- 
tween different sorts of borrower, to re- 
flect the risks and other costs that are 
borne by the lender. It is a mistake, for 
instance, for governments to tell 
banks—as they often do—to charge lower 
interest rates to small borrowers or for 
loans of longer maturity. By making such 





lending less profitable governiüeni 
ensure that less of it is forthcomin 

Directed credit has som 
worked—as in South Korea, 
example—when aimed at a speci 
ket imperfection (such as a lack 
capital). But it is always better 
the underlying imperfection (t 
mote risk capital by letting it ear 
quate reward) than to leave it i 
slap a directed credit program: 

True, governments have to do 
than stand aside and let markets | 
with it. Financial systems need to b 
fully regulated —not with the aim of a 
cating credit, but for prudential purp 
Governments need to build up the 
framework within which borrowers 
lenders can meet and do business. - 
means providing for the enforcemer 
contracts, and setting out clear 
about bankruptcy. Governments sho 
also encourage the growth o 
curities markets and o 
intermediaries—both to com 
with banks, and to supp 
longer-term ctedit that banks ( 
their base of mainly short-term 
posits) cannot or should 
provide. 
e Macroeconomic. Those sek 
cannot do much good agains 
background of chronic econor 
instability. Real interest rates h 
been artificially low in many de: 
oping countries because admit 
tered rates could not keep up 
inflation. But it is not enough 
keep inflation down by refrai 
from printing money, if that 
means high government borro 
instead. Many governments 
forced banks to lend to them a 
low-market rates, or have borre 
covertly through high reserve req 
ments. These policies are equivaler 
heavy implicit taxes on do 
banks—with obvious results for 
banks' ability to lend to the private se 
Even when governments do not che 

all and borrow at market rates, they p 
those rates higher by adding their.o 
mand to the economy's total dema 
credit. This crowds out private ba 
Sound public finance is a prerequi 
efficient private finance. 

Most developing countries : 
strapped for cash for the Ire 
ture. Higher domestic saving, chan 
through a more efficient and market 
scious financial system, is not the an 
to all their worries. But it would be 
help, and should no longer be overloc 




















































































































*World Development Report 1989. Oxford L 
sity Press. Our economics editor, Clive Crog 
seconded to the team that produced the repo 





Chat stats 


i] ^a 


Be ILE jabber 


economists 


| VY among themselves about the 
| accuracy of leading financial indi- 
= cators, they should spare a thought 
— for the humble telephone which con- 
|| nects them. True, there are a confus- 


|| ing number of economic indicators 
|| (hence all the chatter), but their 
. abundance is in part due to each indi- 
. cator's failure to give a convincing 
| prediction for the whole economy. 
| According to a recent study, the vol- 
|| ume of telephone traffic might itself, 
| in fact, be the most accurate eco- 
| nomic indicator of all. 

| 3f . The study was by Mr Gregory Sta- 
| ple and Mr Mark Mullins of Lon- 


~ don's International Institute of Com- 


| munications. It defined a measure of 


| traffic volume applicable in all coun- 
| tries and then compared various 
 countries' telephonic habits with 
| their economic performance. 

- Such statistics are cheap and 
- quick to collect. Most network oper- 





|. ators already measure the volume of 


- telecoms traffic in order to bill their 
. customers. These statistics have not 
- been used before because, except in 
- America, they were not made public. 
_Mr Staple and Mr Mullins had access 
- to this data. Also traffic volume used 


to be constrained by the supply of 


Jo 
Ly 


telephone lines, rather than the 
- amount of talking people had to do. 
| Now, with high-capacity fibre-optic 
| cables and satellite circuits making it 
. possible for anyone to make a call any 
. time, volumes reflect demand, not the 
| more haphazard availability of a tele- 
|J. phone connection. 
— Looking at outgoing international 
telephone calls on public voice cir- 
- cuits from America, Britain and Sin- 
 gapore, the study found that volumes 


- were closely linked to the health of 


| the economy. It was particularly good 
at monitoring the services sector, 
Which traditional indicators cover 
| only sparsely. For Britain, the volume 
- of telephone traffic turned out to be 
-. better than the official leading indi- 
| cator at predicting how the economy 
would perform in future. 
— The study's findings should not 
really be surprising: in an information 
- society, faxing and talking are the sta- 
_ ples of business. Besides, the ex- 
| change of cash is often preceded by 
. telephone transactions. But it is nice 
| to know that jabbering economists 
| have a positive effect on the economy 
| after all. 
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Dial-a-porn or the speaking clock? 


American telephones 





Cry babies rattle their playpen 


NEW YORK 


HE 1984 break-up of American Tele- 

phone & Telegraph followed a long tug- 
of-war between the company, known cosily 
as Ma Bell, and government lawyers intent 
on injecting more competition into Ameri- 
ca's monolithic telephone network. An- 
other tug-of-war is now about to begin. The 
seven regional telephone companies 
spawned by AT&T’s divestiture of its net- 
work operating subsidiaries, the so-called 
Baby Bells, complain that they are barred 
from entering new, and expanding, markets 
even while competitors are allowed to in- 
vade their home turf. They also moan that 
government regulation, which the AT&T 
divesture was supposed to reduce, has actu- 
ally increased. 

They have a point. The Federal Com- 
munications Commission (FCC) in Wash- 
ington and the state utility commissions re- 
main as over-bearing as ever. Though the 
seven regional Bells often serve a clutch of 
neighbouring states, they are still regulated 
state-by-state. Complications abound. On 
telephone poles, for instance, the FCC sets 
the depreciation rate for the 25% of the pole 
representing its inter-state value while the 
state regulators set the rate for the 75% 
representing its intra-state value. 

Under this confused regime, the Baby 
Bells have chalked up solid, though hardly 
spectacular, earnings since the divestiture. 
Each of the seven companies now earns 
more than $1 billion a year. The net profit 
of Ameritech was 25% higher in 1988 than 


1984, the net profit of Bell Atlantic 35% 
higher, BellSouth 32%, NvNEx 33%, Pacific 
Telesis 4396, Southwestern Bell 20% and us 
West 2896. These, though, were years of 
continuing economic growth with the low 
rates of inflation that are so helpful for regu- 
lated utilities. What happens, the Baby Bells 
ask, when the economy turns down and in- 
flation turns up? 

Under current rules, the seven compa- 
nies are shut out of several telephone-r=: 
lated markets which they think will 
money spinners. Long-distance telephone 
services remain the preserve of AT&T and its 
competitors. So does the telephone equip- 
ment business. Mr Robert Morris, a tele- 
communications analyst at Goldman Sachs, 
thinks this is a blessing in disguise: making 
telephone equipment is highly competitive, 
low-margin business. The Baby Bells dis- 
agree. They expect equipment-making to be- 
come lucrative when some players drop out. 

The regional Bells’ biggest grumble is 
over their exclusion from providing tele- 
phone information services. The ruling is so 
strict that they can act only as Carriers, not 
providers, for even such simple services as 
weather forecasts or the speaking clock. 

The latest of several efforts by Bell com- 
panies to break loose from these constraints 
has been rebuffed by Judge Harold Greene, 
who oversees the consent decree that broke 
up AT&T. Three of the companies—Bell At- 
lantic, Southwestern Bell and BellSouth— 
asked Mr Greene to let them offer electroni- 
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e part e from hes rate- 
with which to pay lawyers to repeat 
same arguments again and again. But 
ese arguments do not become more con- 
incing by dint of repetition,” he thundered 
after maintaining that the Baby Bells’ mo- 
.nopoly power was already enormous. 
.- Not so, say the Bells. On the contrary, 
they claim, competitors are already eating 
into their once-protected markets and they 
cannot fight back. For example, the Bells ar- 
ue that it is not fair that upstart providers 
of pay telephones are offering to split the 
revenues 75-25 or even 50-50 with hospitals 
and bars to get them to replace Bell pay tele- 
‘phones with their own models. Unlike the 
Bells, such competitors are under no obliga- 
 jon.to provide directory assistance and 
mergency-call services or to put call boxes 
án poor districts. The Bells also complain 
that dial-up information services are being 
brought into disrepute by price-gougers and 
ornographers. The Bells fear that, by the 
< time they are allowed to enter this market, 
such abuses will have provoked a backlash 
' from telephone users and regulators. 
Perhaps the most telling criticism of the 
regulatory regime is one that many of the 
Bells are reluctant to make: the confused 
patchwork of rules governing the business 
across the country. Regulators in one part of 
"e, the country often have little idea what is 
~~ happening elsewhere—ignorance that cre- 
ates loopholes and contributes to overlap- 
_ -ping and conflicting practices. NYNEX says it 
_has no power to censor the graphic dial-a- 
porn services popular in New York while 
.— BellSouth, with the backing of its regulators, 
-bans them altogether. Academic institu- 
tions, notably the Centre for Telecommuni- 
tions and Information Studies at Colum- 
«wà University, try manfully to fill the void. 
- Something more systematic is needed. 























































| American vehicles | 
. Nouveaux truckers 


DETROIT 


JD ODEO Drive in Beverly Hills and simi- 
~ EN lar swanky streets across America are 
a today j just as likely to be clogged with Jeeps 
sporting cow-catchers as with Jaguars. Afflu- 
< ent baby-boomers are trading in their cars 
— for souped-up Jeep-type vehicles and flashy 
pickup. trucks. While the sales of ordinary 
America are on the skids, the boom- 

for vans and pick-ups created by 
designer truckers is becoming the 
eground between Motown and 
















| truck in America con- 


f requires determination. There are 
-just three Toyota dealerships in the state. 
Some potential customers have to drive 
150 miles to reach one of them. It is not 
much easier to find someone to sell a new 
Honda or Nissan either. Last year, only 
six of every hundred new cars registered 
in the state was a Toyota, Honda or 
Nissan. In California, it was one in four. 
The heartland of America is the last bas- 
tion of Detroit's Big Three carmakers. 

It could soon be over-run. By the end 
of this year, nearly all the Japanese car- 
makers will be operating at least one as- 
sembly plant in America. Eventually, 
these will let them deliver another 2m ve- 
hicles to their American dealers. Many 

_ of these cars will be headed for the great 
silent majority in the sticks. 

Mr Richard Recchia, executive vice- 
president of Mitsubishi Motor Sales of 
America, says that his company aims to 
double the size of its dealer network, 
with most new franchises being set up in 
the Midwest. Toyota plans to increase its 
1,100 American dealers by one-fifth, 
again with a disproportionate share go- 
ing to the small communities scattered 


| 

DETROIT 

UYING a Toyota in South Dakota 
ou the grain belt. 


jured up an image of a big 18-wheeler. Even 
light trucks—vans and pick-ups—were no- 
nonsense utility vehicles bought to carry 
wood, tradesmen and their tools, or to get 
through rough terrain. There was also the 
station wagon, the symbol of American sub- 
urbia, with room to hold a gaggle of children 
and their luggage. 

That began to change in the early fs 
as American manufacturers belatedly 


sponded to OPEC oil-price rises by nd 


smaller and more fuel-efficient cars. Seating 
and luggage space were squeezed. When big 
cars shrank, many people switched to small 


vans and pick-ups. In 1982 Americans 
bought 2m light trucks. Last year they 


bought 5m—one truck for every two cars. 


Such vehicles may have 4096 of the trucks- 
plus-cars market by the early 1990s. 

Manufacturers are chasing the boom. 
Chrysler's minivan has proved one of the 
hottest in the market, accounting for two 
out of three minivan sales. Total minivan 
sales were only a few thousand five years 
ago. This year ga may top 750,000. Even- 
tually they could exceed 1m. 

Chrysler's competitors are hard on its 


heels. Later this year, General Motors aims 


to introduce a bullet-shaped, plastic-bodied 
minivan, dubbed the arv (All-Purpose: Ve- 
hicle). Ford will be entering the market 


Japan drives into America's heartl: r 


In E areas along both coas 
America, the Japanese have won a 
as 60% of the new-car market. No 
expects that they will be able to 
that in the Midwest. But most o 
ca's Japanese-owned factories are loc 
in the Midwest or South, because 
Japanese decided to avoid traditio 
carmaking areas in order to intro 
their own working practices. Án 
tended bonus may be that it will als 
help them sell to the most down-hom 
American consumers. Buying a Toyot: 
Honda or Nissan is easier to do whe 
friend or relative builds them. 












































through a mm $1 billion 
venture with Japan's Nissan. 

The Japanese are the weakest 
minivan field with barely 3% of the n 
But they do better with imported 
ity vehicles and pick-ups. The Japan 
troduced a range of cheap and co 
pick-up trucks in the late 1970s ani 
1980s. For many young buyers these w 
affordable alternative to buying a 
When Japan agreed "voluntarily" to 
passenger-car exports to America 
these vehicles became even mor 
to Japanese manufacturers be 
were not covered by the restraints 

Recently Japanese light trucks 
into trouble on several fronts. 
models have proved tough comp 
the rise in the yen has forced Jay 
porters to raise some dollar price 
more. The American governmi 
cided earlier this year that some 
light trucks could no longer be 
passenger cars, which attract a 2.59 
tariff, but would have to pay the tru 
of 25%. Undaunted, the Japanes 
ping up light-truck production at t 
tories in America and switching prc 
in Japan to make more four-do 
which will escape the higher impo 
This will increase competiti 
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light-truck market and make it more like the 
car market. Many minivans and light trucks 
are already more like cars than the utilitar- 
ian vehicles of the past. Manufacturers are 
increasingly emphasising racy performance 
and handling, rather than traditional quali- 
ties of durability. Fuel injection and auto- 
m atic transmissions are becoming common- 


place. Interiors are getting plusher. Ford's 


Eddie Bauer Aerostar minivan boasts velour 


ES 


upholstery and an elaborate stereo system. 


The Stinger from GM's Pontiac division is 


even fancier. It is a bright green sports-util- 
ity vehicle with removable door panels and a 


host of unusual built-in extras ranging from 


a stove to tennis racquets that match the ve- 
hicle's colour. 
— Farewell, van ordinaire. 
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Italian chemicals 


T 


Poker face 


HE stormy birth of Enimont, Italy’s 


> i 


A newly formed chemicals joint venture 


between the state-owned Enichem Chemi- 
cals Company and the private sector 
Montedison group, bears all the hallmarks 
of the abrasive personality of Mr Raul 
Gardini, chairman of Montedison and 
Enimont’s principal architect. Mr Gardini 
had to quell a political storm of his own 
making before the deadline on June 30th for 
the transfer of assets to Enimont. Not con- 
tent with having won a handsome, but po- 
litically controversial, 825 billion lire 
($590m) tax break on capital gains incurred 
by the merger, Mr Gardini stirred up a po- 
itical hornets’ nest in Rome by announcing 
that he intends to seek full control of 
Enimont in three years’ time. If he doesn’t 
get his way, he hinted, he may sell his stake. 
Is Mr Gardini bluffing? 


"MEL 
© 


— Italy’s politicians do not think so, and 


Ew 
- 


they reacted with alarm. Mr Gardini and Mr 
"ranco Reviglio, the chairman of ENI, Italy’s 
state energy group, had to pay a personal 
visit to the prime minister, Mr Ciriaco De 
Mita, to win a promise that the government 
would not withdraw its support for the deal. 
Italian politicians are extremely jealous 
of their grip on state-owned industry. They 
have warily agreed to the joint venture only 
Decause it is Italy's last chance to join the big 
league in the world chemicals industry. 
Enimont's managers will have their work 
cut out for them restructuring the group be- 
fore the next cyclical downturn in the bulk 
chemicals market. But politicians are al- 
ready uneasy about Enimont's plans to slash 
5,000 jobs out of a workforce of 50,000. 


— [twas probably to pre-empt any political 
. interference that Mr Gardini declared his 
intention to take full control of Enimont. 


The bold manoeuvre provided two lessons 
72 


A ges 


about this latest recruit to Italian-style dy- 
nastic capitalism. First, that Mr Gardini's 
training as a commodities trader has made 
him an extremely shrewd negotiator—capa- 
ble of wringing an excellent deal out of both 
the government and ENI’s management. 
And second, that Mr Gardini, whose 
Ferruzzi-Montedison agricultural and chem- 
ical interests now make up Italy's second- 
largest privately owned industrial group, has 
carved himself out a place at the very top of 
the country's business establishment. 

The Enimont venture, in which 
Montedison and Enichem have merged 
their bulk chemicals activities, completes 
Mr Gardini's complex reorganisation of the 
Ferruzzi empire following his acquisition of 
42% of Montedison between 1985 and 
1987. His stockmarket raid on Italy's largest 
chemicals group threw Mr Gardini into the 
limelight and sparked local speculation on 
his ultimate intentions. 

Mr Gardini was a relatively new arrival 
among the stars on the Italian corporate 
stage. Nicknamed il contadino, the farmer, 
by the Italian press, Mr Gardini had taken 
the Ferruzzi group a long way from its grain- 
trading origins. After taking over from his 
father-in-law, Mr Serafino Ferruzzi, in 1979, 
Mr Gardini's first spate of expansion was 
into sugar, rice-milling and seed oils, to 
which he later added starch and animal 
feeds. In all these industries Ferruzzi is now 
Europe's leader. 

Chemicals came next. Analysts won- 
dered how serious Mr Gardini's commit- 
ment could be to this entirely new business. 
So far he has kept Montedison's more prof- 
itable (and more international) fine-chemi- 
cals companies out of Enimont. Now he is 
saying that in three years’ time he will pro- 
pose a transfer of these assets to Enimont in 
exchange for control. In the meantime Mr 
Gardini has done Montedison's balance 
sheet a power of good by shifting 3.8 trillion 





Gardini the farmer 


lire of debts on to Enimont’s. 

The Enimont joint venture has also 
opened up a series of interesting possibilities 
for the further internationalisation of his 
group. On July 3rd Enimont and Orkem, a 
French state-owned chemicals group, an- 
nounced a joint venture in the production 
of polyethylene and acrylic, based on an as- 
set swap. Further negotiations with other 
European companies are under way. 





Inflation in Brazil 


summer is 
over—official 


SAO PAULO 





RAZIL'S most recent batch of anti-in- 


flation programmes began with th 
Cruzado plan, introduced by Mr Jos 
Sarney’s government in February 1986 and 
abandoned not long after. The newest one, 
which has now suffered the same ignomini- 
ous fate, was called the Summer plan. A re- 
placement is required but is unlikely to be 
proposed by anybody until after Brazil’s 
presidential elections in November. Mr 
Sarney’s government has decided to live 
with high inflation, rather than even pre- 
tend to reduce it. 

Inflation in May ran at 10%. June’s 
monthly rate is believed to have been 25% 
or more, equivalent to a colossal annualised 
rate of well over 1,000%. So the government 
intends to reintroduce indexation—ie, to al- 
low wages to rise at the economy’s overall 
inflation rate. The dying Summer plan had 
pretended to impose a partial freeze. 

Indexation is supposed to protect wage 
earners from the worst effects of high infla- 
tion, and thus save the government from ri- 
ots like those suffered in Argentina, at le: 
until after November’s election. But index- 
ation will make inflation harder to cut later 
on, and in the meantime may even cause it 
to accelerate by putting a floor under each 
new inflation rate while underlying pres- 
sures ratchet it ever higher. 

Brazilians see that Argentina’s chaos is 
at only a slightly more advanced stage than 
their own, but they hope to avoid one of the 
Argentine effects which has Brazil’s central 
bank particularly worried. Inflation is caus- 
ing a rapid “dollarisation” of the Argentine 
economy: shops are quoting prices in Amer- 
ican dollars rather than australs, the Argen- 
tine currency. The austral no longer works 
either as a store of value or as a reliable unit 
of account (two of the economic functions 
that money must fulfil). As a result, Argenti- 
na's beleaguered monetary authorities are 
losing what little grip they still have on the 
economy. 

Brazil's finance minister, Mr Mailson da 
Nobrega, has tried to avoid this danger by 
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reating : a new unit ot account. It is, in ef- 
t, an index-linked cruzado called the Na- 
tional Treasury Bond (BTN). The first ver- 
sion has not worked. Inflation is now so 
high, and the threat of dollarisation so 
“great, that he has recently | added to the old 
so-called “fiscal BTN’’. This is indexed 
day, whereas the plain vanilla version 
is indexed once a month. The fiscal BTN will 
be used to price commercial rents, for exam- 
ple, and medical and dental services. It will 
also be used to measure gains on the coun- 

















. taxes. It is not clear why many Brazilians will 
want to hold the fiscal or any other BTN, 
rather than flee to the dollar. 





à paid i in money that is not inflated away be- 
fore it can be collected, which would miti- 
-gate one of the main causes of the inflation- 
_aty crisis. This is the government's inability 
0 finance its spending through taxes. Since 
_ cannot cover its whole deficit by taxing 
more, it must cut its spending—but so far it 
has been unwilling or unable to do so. 
 .^ Brazilian officials are again talking 
about dramatic new spending cuts, but such 
promises have often been made. And any 
new effort to cut spending will be harder 
than ever because a change in the constitu- 
tion last year “democratically” 
power from the executive branch to 
Congress—and Congress cares far more 
about November's elections than about the 
public sector's financial accounts. Until 
..* painful economic remedies can win electoral 
^^ support, palliatives and surrenders like 
‘indexation will apparently just have to do. 






































| Capital investment in Japan 


opend more, 
. nake more 


TOKYO 


APAN Inc is back doing what it likes best: 
splurging on new plant and machinery as 
if it were rebuilding a war-torn economy 
all over again. Japanese industry's invest- 


ment in plant and equipment grew by a hec- 


tic 1696 during the. year ending last March, 


the highest growth since 1973. Although 


many economists have predicted that the 
pace of capital investment will slow this 
year, the latest signs show that just the oppo- 
site is happening. Investment plans an- 
nounced recently by Japanese manufactur- 
ers are going up and up. This investment 
mania is now accompanied by the spectre of 
over-capacity. 
Already bureaucrats in Tokyo are wor- 
tied that "investment friction” could be the 
next source of complaints from Japan's al- 
| ways-disg ntled. trading partners. Perhaps 






try s money markets and (most important) - 


Still, the hope is that taxes may now be 


shifted 


counts fora an amonioa large chunk of 
the Japanese economy, so any eventual cut- 
back to correct over-investment could clob- 
ber domestic growth. 

After a spurt in 1984 and 1985, capital 
spending took off like a rocket two years ago 
(see chart), rising 8% in 1987, then 16% in 
1988 and who knows what this year. Al- 
though Japan’s economy is only 60% the 
size of America’s, Japanese capital invest- 
ment of $498 billion narrowly overtook 


America’s $488 billion in 1988, calculated at 


last year’s average exchange rate of ¥128 to 


the dollar. 


Official forecasts say that the growth in 
plant and equipment investment by Japa- 
nese companies will be down to 7% during 
the year to March 1990. But such forecasts 
already look out of date. During the first 
quarter of this year, the country’s GNP 


surged 2.2% compared with the previous 


quarter, and capital spending in the private 
sector shot up 6.6%. That means that the 
Japanese economy is currently growing at a 
breathtaking 9.1% a year, moved along al- 
most single-handedly by plant and equip- 
ment spending, which is galloping upwards 
at an annualised 29.1%. 

Once again, Japan’s electrical and elec- 
tronics industries are setting the pace. Ana- 
lysts at the Industrial Bank of Japan (1B}) ex- 
pect those industries to invest more than 
¥1.4 trillion (up 12.5%) in plant and equip- 
ment during fiscal 1989. Fujitsu says it will 
spend ¥200 billion on new plant and equip- 
ment during the year to next March, a 30% 
increase over the previous year. Sharp has 


bumped its plant and equipment spending. 


up 26% to ¥91 billion during fiscal 1989. 


NEC's investment in new capital equipment. - 


this year is scheduled to rise 13% to around 
¥260 billion. 

Between them, Japan’s leading electron- 
ics firms have recently announced plans for 
spending a colossal ¥600 billion merely on 
new semiconductor lines. Companies are 
trying to compensate for lower yields on out- 
put of the latest generation of memory chips 
(the so-called 1 megabit DRAM) by boosting 
capacity in a desperate attempt to retain 
market share. At the same time, they are al- 
ready spending heavily on new factories to 


make the next generation of 4 megabit- 


chips. These should start pouring out of Jap- 
anese factories at a rate of 100,000 a month 
by the end of this year. 

When quizzed about their motives for 
investing so heavily, Japanese manufacturers 
point to their second year of bumper profits, 
the tightness of the labour market and Ja- 
pan's continued low interest rates. Corpo- 
rate profits among larger Japanese firms, up 
22% in fiscal 1987, rose a further 24% in the 
year ending last March. Unemployment is 
down to 2.4% from a high of 3.2% two years 


ago. Meanwhile, the Bank of Japan's official 


discount rate has been at an all-time low of 
2.5%, and was nudged up to 3.25% only last 





stream just as demand in the all-imy 


have an immediate—and dramatic— 











month—its first rise in nine 

Even after investing so heavi 
companies are having no trouble fi 
money to go on another spending s 
pan's banks are stuffed with funds. 
terest rates are still lower than an 
the world. But finding enough busi: 
keep the shiny new factories humming 
be a problem. Mr Masaru Tà 
Bank's chief economist, pooh-po 
thought. He believes that most of th 
ment growth in Japanese industr 
into setting up laboratories rather t 
duction lines. That may be true ir 
fields— especially in the chemical, . 
ceutical and food industries. But € 
dence from the rest of corporate Jap: 
gests otherwise. | 

IB/'s economists found that only 1 
the 2,900 firms they polled three r 
ago were investing in order to boos 
R&D. A survey by Long-Term Credi 
of Japan of 1,300 clients found that 










































vestment accounted for only 1196 o 
spending on plant and equipment. / 
of Japan study suggested that 24% of 
ment was being allocated to R&D. 
three cases, between 4096 and 5096 
spending on new plant and equipme 
for expanding capacity. 

That extra capacity will be com 


American market may weaken. In ] 
surge in housebuilding has already 
out, and the three-year-old consum 
could soon be winding down as w 
could be dangerous. At the first 1 
new factories could be left idle, 
companies will start axing their in 
programmes brutally. In turn, that 


on the economy. With plant and equip 
spending accounting for as much as a fi 
Japan's GNP, a 596 cut in investment | 
(other things being equal) trigger a 1% 
GNP. That is the size of the gamble J 
taking with its investment boom. 





management has been p 


ar of management is 
turning point. What be- 
s the study of "best prac- 
among large manufacturing 
ijas grown. to encompass 
d fields ranging from fi- 
"to government. As the 
t matter has changed, so 
- role played by its mas- 
jusiness schools and man- 
consultants used to 
most of their time training 
inexperienced, bringing 
1. up to speed on case studies 
xcellent" companies. Now 
^ also create their own theo- 
.to challenge the wisdom of 
sinessmen. And those theo- 
ies have the power to change 
ays in which even the best 
mpanies do business. 
e new scope and power of 
ement theories have cre- 
d an identity crisis. Are teach- 
management like histori- 
tilling the wisdom of the 
rid into a form that others can 
and imitate? Or are they 
ators, changing the world 
their new theories and 
ind, if they are to be in- 
ors, what are to be the doc- 
and dogma from which 
heories spring? | 
t management ideas 
d, but two factors make it 
o separate the wheat from 
haf One is the "Haw- 
ne effect”. Early in the twen- 
entury, managers at Gen- 
Electric's Hawthorne plant 
n a study of how better 
ing might increase pro- 
y. They turned up the 
Productivity went up. For 
tude, they also turned 
the lights, expecting pro- 
ity to fall. It didn't; it went 
gain. In fact, just about any- 
done to the Hawthorne 
rs. ‘increased productivity. 
ed the attention. 
workers’ ability to re- 
positively to extra atten- 

















































pever abjectly lunatic i 


MBA or not to MBA 


proposed as a remedy for everything 
nerica’s trade deficit to dirty London underground sta- 
na series of briefs, we will examine what that might consist 
eories of academics and their applications for real-world 
s. We begin witha a look at what MBAs learn in business 


a management theory is profits. 
But here the past seven years of 
steady economic growth, com- 
bined with roaring bull markets, 
have shown virtually all business 
ideas in their kindest light. For 


- the time being, professors them- 


selves are left with great leeway 
to decide which ideas are worth 
teaching and which are best for- 
gotten. But the perspectives 


- from which they make such deci- 


sions are changing fast. 


Back to skool 


Management schools first 
started cropping up in America 
at the turn of the century. Their 
role was to mould a new type of 
top manager to run a new type of 
corporation: the diversified man- 
ufacturer, Paragon of the new 


_ breed of company was General 
-Motors—as redesigned by AL 


fred Sloan, who also founded the 
Sloan School of Management at 
MIT. To tap economies of scale 
and scope, GM was one of the 
first firms to organise manage- 
ment by function, creating a fi 
nance department, a marketing 
department, an engineering de- 
partment and so on. This new 
organisation, in turn, required a 
new breed of manager at the 
top—where the functional divi- 
























sions came together—who could - 
get the most out of the vast and 
specialised resources spread out - 


beneath him. 


The new breed of magnate. 
had to understand the various _ 


skills he commanded, from f- 
nance through to manufactur- 
ing. Few had time to gain all that 
knowledge on shop- and trading- 
room-floors. The new managers 
also had to be able to translate 
their knowledge into a common 
language, which often meant the 


rows and columns of manage- 


ment accounting. And, because 
of the complexity of their em- 
pires, they had to be more con- 
scious of the theory and practice 
of organisation. 

In many ways, the logical cul- 


mination of this management - 


philosophy was Harold Geneen 
of trt (MBA, Harvard). He created 
a vast conglomerate based on 
"management by numbers" 
the idea that if one could read 
management accounts right, one 
could manage just about any- 


thing. But neither conglom- © 


erateers nor big manufacturers 
have had an easy time of late. 
Not only have economies shifted 
towards service industries, but 
the turbulence of recent years 
has encouraged the break-up of 
big firms into smaller chunks. 
Though the required "core" 
curriculum of most business 
schools still prepares graduates 
for life in a firm like oM, only a 
minority of MBAs now go into big 
manufacturing companies. Some 
of the best-publicised successors 
to Harold Geneen's manage-by- 
numbers philosophy have 
drifted into the mergers and ac- 
quisitions departments of invest- 
ment banks. Others have scat- 
tered across the world of 
business. If today’s MBA can be 




















































counting (how to ke 








said to have a typical career, he 
‘would-begin in finance or con 
sulting and end up founding a 
business. 


“What they teach you 


Business schools, meanwhile, en- 
courage diversity. by expanding 
the number of subjects which 
they teach. Though programmes 


“vary greatly, most MBA curricula 


can be divided roughly. into 
three parts: a core curriculum of 
required subjects; a specialised 
subject that the MBA studies in 
greater depth; and the educa- 
tional process itself, which 
emphasises the sort of teamwork 
that MBAs will have to adopt in 
the real world. 

The core curriculum indhude 
the facts and skills which every _ 
MBA must master. At most bus 
ness schools it includes. marke | 


ing (how to discover who mig at 







want to buy your prod 
why), finance (how. 
use capital) manage 


how your business is doing), fe ae 


nancial accounting (how to keep 


financiers abreast of how you are 
doing), organisation (how to cre- 
ate teams that work), manufac- 
turing (how to tell people who 
make things what to do), and in- 
formation technology — (what 
computers can do). 

By the standards of any other 
graduate programme, much of 
the core MBA is remarkably rudi- 
mentary. Businessschool stu- 
dents are not expected to know 
what a bond is, or a share. Ac- 
counting courses do not take for 









granted even T basic nds 


of double-entry bookkeeping, let 
-alone the basics of reading a ba 





ance sheet. Though the level.of 
these courses is a humbling re- 


E minder of the lack of business 


. ^ education elsewhere—the aver- 
Sf age 18-year-old in America or 


Britain. probably knows more 
t. nuclear physics than 


BAs' high salaries ! 
flying reputations. o 





















As must rely on their special- 
i studies and the sheer pro- 
{BA instruction. 
avid Norburn, head of 
(BA programme of London' s 
nperial College, is fond of rib- 
bing his students and staff with 
the argument that his school 
might as usefully offer a “Mas- 
ters of Advanced Plumbing" as 
an MBA. Much of the real value of 
an MBA, he argues, lies in 
recreating in MBA studies the feel- 
ing of working in business. Prob- 



































an be solved only by teams. 
Pressure is kept high. There is 


ion to reach definite conclu- 
ons, “encouraging inspired 
ssing and "quality bluffing”. 

, at the end of the day, there 




















ually among the team—an in- 
ividual takes the best prizes. 
| For employers, the best part of 
ABA often lies in his special- 
training. Given initiation 
l Oo the technicalities of, say, 
- bond trading or market analysis, 
an MBA can often go straight to 


















































work at a level which untrained - 
colleagues may take a year or 


more to reach on the job. Better, 
he can bring new ideas to an 
^ organisation; most home-grown 
experts cannot. 
So it is no surprise that some 
-Ofthe most frantic innovation in 
; <- business schools is the fine-tun- 
-u ing of specialised curricula, and 
->>the introduction of new special 
~~ subjects. The dean of the Stan- 
5 ford School of Business, Mr 
* Robert Jaedicke, has compiled a 
." list of the new features proposed 
tomorrow's MBAs. It includes: 
. Alobalisation. As competition 
ncreasingly ignores national 
boundaries, SO too must manag- 
^: ers. That means that managers 
must be able to build teams 
which include various national- 
ities ia side side. 












to America's Food. and Drug Ad- 
ministration—play a growing 
role in defining how businesses 
compete. Managers must be in- 
_..creasingly good at working with 













(or around) them. 
€ Ethics and social responsibil- 
< ` ity. Businesses have gradually as- 
«. sumed a broad social and politi- 
cal role. They are patrons of the 
rts They have become em- 
oiled in social and political 
hange—-eg, in the controversy 
X er apartheid. in South Africa 
t home, in. “affirmative ac- 


lems are structured so that they - 


never enough: time or informa- - 


ho pretence of sharing rewards - 


Yankee doodle dandies 
MERICA, the birthplace of the business school, is still the 


land in which business education is most popular. Its 
schools awarded over 70,000 meras in 1988. Since the stock- 
market crash of October 1987, Wall Street has reduced its re- 
cruitment of MBAs, and the slack has yet to be taken up else- 
where. Overall, the class of 1988 received only about half as 
many job offers as its predecessor. Salaries proffered to gradu- 
ating MBAs are stagnating. With an astute grasp of supply and 
demand, professors at some American business schools are al- 


ready talking of an MBA-glut. 


Europe and Japan, by contrast, seem to be warming to the 
idea of management education. Of 45 European business 
schools recently surveyed by Economist Publications Limited 
(EPL, a sister company of The Economist), 18 were less than five 
years old. Best guess is that Japan now sports a total of only 
2,500 (mostly American-educated) MBas, a fraction of the 
number America churns out each year. But, as Japanese com- 


On the up 


American MBA 
degrees, '000 


1006 69 72 75 78 81 84 8788 
Source: US Department of Education est 


minorities. That means that 
managers must become sophisti- 
cated about balancing their du- 
ties to shareholders with their so- 
cial roles. 

How will business schools get 
all this new knowledge? Mr 
Jaedicke, for one, plans to bor- 
row it from other parts of his 
university. He is now trying to 
get political scientists interested 
in the problems of business and 
regulation. He wonders whether, 
in a few years, he might be re- 
cruiting moral philosophers to 


help businessmen sort out their 


ethics. Borrowing, he argues, is 
how management theory grows 
most healthily—witness the 
transformation that economists 
recruited by business schools in 
the 1960s have wrought on fi- 
nancial markets. 


A heretic writes 


In finance and consulting, an 
MBA has become almost prereq- 
uisite for getting a good job. But 
both in other service businesses 


and in manufacturing, such pol- 





panies set up factories over- 
seas, they are starting to send 
more executives to business 
school, still mostly in Amer- 
ica—in the hope of managing 
Americans like Americans 
manage each other. 

But neither in Europe nor 
in Japan does an MBA seem to 
be as important a part of a 
young high-flier’s prepara- 
tions for success as it is in 
America. The European man- 
agers polled by EPL were not 
convinced that an MBA pre- 
pared managers to solve real 


business problems, or that it 


enabled them to climb the ca- 
reer ladder a rung ahead of 
MBA-less colleagues. 





ished managers have, at best, a 
mixed reputation. Though they 
are recruited into such busi 
nesses, they are also treated with 
much suspicion. 

Paradoxically, one of the 
sharpest summaries of business- 
men's complaints about MBAs 
comes from within the Harvard 
Business School. Mr Abraham 
Zaleznick, a psychologist and 
professor of leadership, argues 
that, when misused, formalised 
management can drain work of 
content, rob companies of pur- 
pose or even of any real grip on 
their products and markets, and 
alienate white- and blue-collar 
workers alike. The problem, as 
he describes it, is that by teach- 
ing management as a discipline 
in its own right, its students be- 
gin to pursue it as an end in itself 
rather than as a means to an end. 

Much of management science 
seeks to rationalise work, and, by 
defining exactly what jobs are, to 
enable workers to discuss how to 


improve both the job and their 
performance. Though admirable 


management. 





in theory, in practice this 
often contains a fatal 
near-irresistible tempta 
managers to abuse the 
which organising other peo 
jobs gives them. | 

Having defined, say, 
collar worker's b. . th 
thing a "scientific" 
should do is to help t 
to understand that defi 
and then to start a disc 
about how best to fulfils 
Japanese companies do t 
day. But few in the Wes 
ever done so. Thus the wo 
doubly deprived: not onl 
he lack control over his o 
but also over the nature an 
nition of his work. 

Modern managers, argu 
Zaleznick, perpetuate such 
ation by emphasising proce: 
the "management". in 
MBAS ie been, "trained 









































managers a achievem: 
formalities of budgeti 

"market analysis" begi 
scure real goals anc 
Because the triump 
agement process also re 
the terms in which peor 
complain about this loss o 
it becomes virtually impo 
for those concerned about: 
ucts and real-world probl 
make their voices he: 
the babble of "on-going 
tional analysis". 

Business professors ` 
selves are starting to 
harder about how to gi 
kids adept in capital-asset pi 
to concentrate on the ba 
of making better produ 3 
providing superior servic 
David Reibstein, of the’ 
School of Management, r 
that learning to work be 
big companies is, ironic 
of the central problems 
theorist 
educators. Some compar 
designing their. own MB 
grammes in the hope ol 
their in-house MBAs Mi 

Few would now ques 
proposition that mana 
theorists can develop px 
new tools. But that beg: 
question of how often to 
veloped in a theoretical: 
tower are used wisely and 
the real world of business 


bly the most powerful, and: 
bly the most abused, ma 
ment tool of all: fini 
restructuring. f 
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Jam today, jam tomorrow in the 
City's crowded streets 


London's securities houses are not doing what they ought to do—firing 


more people 


F THE 36,000 or so people in Lon- 
don's securities business who struggled 
in to work in a trainless Britain on Wednes- 
day July 5th, one in four need not have both- 
ered. Most are highly paid but frequently 
idle analysts, salesmen and traders who have 
recently been bringing in little revenue but 

' contribute much to costs. 

According to the Institute of Manpower 
Studies, the London securities industry em- 
ployed 40,000 workers at its pre-crash peak. 
Despite all the job-loss headlines, and allow- 
ing for those that have gone unannounced, 
the net loss of jobs in the City over the past 
two years is probably no more than 3,500- 
4,000—mostly among clerical and other 
support staff. Although the securities indus- 
try employs almost twice as many people as 
in 1984, firms remain loth to get rid of ex- 
pensive front-office staff who do not earn 
their keep. 

Yet the case for mass sackings is compel- 
ling. Stiff competition and a one-third fall in 
trading volumes pushed firms into a collec- 
tive loss of around £500m (then $890m) last 
year on dealings in British equities, and 
£50m-plus from dealings in gilt-edged (Brit- 
ish government) bonds. Even Smith New 
Court, a canny former jobber with the big- 
gest market-making share (about 2096) in 
British equities, announced losses on June 
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30th of £12.6m for the year to May 1989, 
with £18m in the second half. That is its first 
annual loss since the dark days of the 1970s, 
when it lost a few thousand pounds in one 
year. 

At the end of June James Capel, Lon- 
don’s top agency brokerage (which lost 
£32m last year), said that 100 of its 1,300 
British staff would have to go. Most would 
be from the back office. Swiss Bank Cor- 
poration announced it was pulling its Lon- 
don broker, Savory Milln, out of British eq- 
uity market-making and sacking 90 people 
—again, mostly support staff. 

Not only are houses losing a lot trying to 
sell securities; they are also upsetting their 
clients. Institutional investors, including the 
biggest ones such as the Prudential Cor- 
poration and Postel, complain that they get 
far too much (and far too shoddy) equity re- 
search. They say they can hand out commis- 
sion business to only a fraction of the firms 
that solicit them. 

The heads of several large investment 
banks admit that they would like to pull out 
of some unprofitable and highly competitive 
markets, such as trading Eurobonds, or gilts, 
or some equity dealing and researching. But 
they fear the impact this loss of face would 
have on other bits of their business. The ex- 
perience of Security Pacific Hoare Govett 


seems to bear them out. When it closed 
down its loss-making gilts department, em- 
ploying 145 people, at the beginning of this _ 





year, several senior staff on the equity side - 


left. They complained that the move ha d. 
damaged their relations with clients, who no - 
longer trusted the firm's resolve to do busi- f 
ness with them. 4 

This might explain why some firms, in- | 


stead of firing front-office staff, hire those. 


thrown onto the street. Almost all of the 


180 bond and equity analysts, salesmen a E 
traders that were sacked when Morgar 
Grenfell shut down its London securities 
operation last December have since be n 
taken on by rivals. + 
Another reason for hiring is that some 
securities houses deal in a lot of hopes ar 
dreams. Too many are nurturing ne : 
businesses—European equity trading and 
corporate finance, convertibles and ne 
stock-index derivatives—that could make 1 
lot of money in the future. That potential, 
they say, justifies carrying heavy costs for the 
time being. Even so, almost every house has 
dropped a business or two, including one of 
the most successful, S.G. Warburg, which, 
eg, has stopped trading in Australian- anc 
Canadian-dollar Eurobonds. y 
Even more firms need to shed more 
businesses. Few have more than a vague idea 
of the profitability of the products they sell; 
still fewer have any clue about the amount of 
money they make from relationships with 
their institutional clients. One firm that 


tries to find that out is Barclays de 
Wedd (Bzw), which offers the City’s broad- 


est coverage of the London stockmarket, re- - 


searching 600 stocks and making markets i in 
nearly 2,000. It is increasingly establishing 


> 
| 


oete - 


what some in the bank call a “modus ope- - 


randi" with its clients. Every six months, — 


77 






negotiates with them the kind of service 

want, and the amount of commission 

irm can expect to earn. That way, in 

ry, BZW can better channel its resources 
* 





rge banking parents with beyond- 
kbroking firms have usually done 
vo things with them. Some have qui- 
ken up the constituent bits of a 
king business, and folded them 
the banking operations. France's 
Lyonnais has taken Alexanders, 
& Cruickshank and shoved its gilts 
ion and discount house into the 
ding srai so that the two are 





e rage 


aak According to the Pe 
ssión, the number of mergers and ac- 
ons (M&A) between Community firms 
sed from 117 in 1983 to more than 
| 1988. This year will almost certainly 
new record. KPMG, an accounting and 
ltancy firm, reckons that EEC compa- 
lone made 170 cross-border acqui- 
within the Community in the first 
f 1989, for $2.7 billion. In the same 
of last year, they bought just 93, for 


vinee investment bank, says that 
'Opean companies were snapped up 
eign bidders in May at a cost of $2.5 
ip 30% on the previous month 
l above the $1.9 billion monthly av- 
r the first quarter of 1989. American 
panese firms accounted between them 


dding bidders 
0 


& eo 





its pan-European — investment-banking 
operations. 

Other banks have bought brokers only 
to sell large bits later. Security Pacific paid 
more than £80m for Hoare Govett in 1986 
only to flog off its private-client business for 
a pittance two years later (this has now re- 
constituted itself as the Stock Group). Secu- 
rity then shut its gilt and Eurobond opera- 
tions and pulled out of Japanese equities. It 
would be no surprise if Security Pacific got 
out of British stockbroking altogether. 

.. Who better to sell the business to but 
the firm's current managers? Senior men at 
several brokerages would like to take their 


firms private again, including some at Hoare . 
Govett, Scrimgeour Vickers (owned by — 


for more than half of the dollar value of 
May’s cross-border purchases. 

American firms topped the list of preda- 
tors in May, paying $623m for a dozen Euro- 
pean companies. These included Howson- 
Algraphy, a firm that makes printing plates 
and which was bought by Du Pont for 
$480m from Britain’s Vickers; and Boase 
Massimi Pollitt, an embattled British ad- 
vertising agency which found a $209m white 
knight in Omnicom. America looks set to 
stay on top of the lists for June and July, too. 
PepsiCo, an American drinks manufac- 
turer, announced on July 3rd that it had 
paid BSN, a French food company, $1.35 bil- 
lion for its two British crisp businesses. 

Although Japanese firms have ploughed 
plenty of money into Europe to grow their 
own businesses from scratch, they have 
largely steered clear of the acquisitions 
game—until now. In May Japan rose to 
third place in the league table of buyers of 





EEC mergers and aceimdlioos 
Value of purchases, $bn, year to March 31 1989 
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search and dealing business) in the folds of. Citicorp), and Smith Nes 
fosd seven years ; ag and Moss hate 
` price is languishing. Other budding buyers 






















































are ex-Simon & Coates men. This small 
broker sold itself to Chase Manhattan in 
1986 on a staggering price-to-earnings multi- 
ple of roughly 70. Its private-client division 
then deserted, and at the start of 1989, 
Chase pulled out of equity market-making. 

If stockbrokers now persuade banks to 
let them take troublesome brokerages off 
their hands for bargain prices it may make 
sense, but it will also show irrefutably that 
the City’ s brokers never sold anything so 
well as they sold themselves during the run 
up to Big Bang. Which just goes to show 
that, in the right business, they might have 
been worth it. | 





bean firms (up fon ad position in 


April), boosted by the Bank of plian sat 


British madan bani 1 
involved Kao, à ma : ne 
poos, which bubbled up. pec Pom m à 
75% stake in Goldwell, a West German pro- 
ducer of hair-care products. Add a series of 


smaller cross-border acquisitions, and Japa- 


nese firms spent some $500m in Europe in 


the first five months of the year. 


Britain was the target for the biggest 
chunk of this foreign investment (and also 
the biggest EEC predator). Indeed it was the 
only EEC country to sell a greater number of 
its companies to non-European buyers than 
to firms from other Community countries. 
This is hardly surprising. American and Jap- 
anese firms like Britain because they are fa- 
miliar with the language and the market. A 
liberal takeover regime helps too. Other EEC 
countries like Holland wrap their firms in le- 
gal cotton wool to protect them against 
overseas bidders. | 

Could companies within the Comi 
nity overtake outsiders in the Euro-M 
stakes? Although among the bigger member 
states only Italian companies spent more on 
acquisitions within the EEC than outside it 
in the year to the end of March 1989 (see 
chart), more European businesses are start- 
ing to look inwards. In terms of the number 
of firms purchased, only British and Danish 
firms bought more companies outside the 
EEC than inside it over the same period. 

Bankers are smacking their lips and 
rushing to build up pan-European M&A 
teams. They could be disappointed. Most 
acquisitions in Europe are medium-sized (ie, 
worth less than $100m) and many are under 
$25m (see chart). Deals this small are often 
privately negotiated, with little need for a fi- 
nancial adviser as grand (and expensive) as a 
bank. For some investment banks, building 
up a team to handle European M&A busi- 
ness, like som: ther fi financial fads, will 
turn out to b : 





















REST rates have peaked and now 
$ the: time to buy bonds. That, at least, 
the view of our panel of portfolio man- 
ers, which henceforth we will poll every 
hree months. Their optimism about 
- global equity markets at the beginning of 
“the year was more or less on target—even 
f several did hedge their bets on interest 
rates by holding large amounts of cash. In- 
terest rates moved up but so did most 
oc «markets, powered by still-rising cor- 
porate profits. 

: ^ Most of our managers started the year 
with heavy holdings of equities—all had 
ver a third of their investments in equi- 
and four—Capital House, Scudder 
Stevens & Clark, Brown Brothers Harri- 
man and Wardley Investment—had more 
than 80%. Most judged individual stock- 
markets correctly. Compared with Mor- 
































| index portfolio, all our managers were un- 
derweight in Japan—except Capital 
< House and, understandably, Daiwa, a Jap- 
- “anese securities firm. The Nikkei average 
^ has risen only 2.5% this year; because of 
| the yen’s weakness against the dollar it fell 
5 by 1596 in dollar terms. 
UU Our managers were also generally 
|. overweight in those markets that per- 
^— formed well. Two of the most impressive 
| were the Dutch equity market, which has 
|| risen in local currency terms by 22.3% so 
|] far this year; and the British market, 
“which jumped almost 20%. The best-per- 














17.3%. 





tal House reckon that it is now time to 





~ Management is also moving out of Spain, 
= where it believes the economy is about to 









~~ pean stockmarkets. 


. (along with everybody else) got seriously 
"wrong was Hongkong. With the excep- 
l tion of Daiwa, all started the year over- 
weight in Hongkong shares. 

After the slaughter in  Beijing's 
Tiananmen Square and the effect that has 
had on the Hongkong stockmarket, most 
have sold or reduced their holdings. Scud- 
der, however, is ready to start buying 
The main beneficiaries of the sell- 
ongkong have been the smaller 

kets. Our panelists are espe- 


the Thai and South Korean 


tfolio managers like American Treasury bonds 


jan Stanley Capital International's global. 


| forming stockmarket in dollar terms was - da 
|. Norway, which managed a 23% gain. Wall : 
Street has also done well. It is up by. 


| : " Equ holdi s area, % 
Both Capital Management and C api ^ iiem dei 
e profits on American stocks. Capital _ 
sverheat. Most investors, however, re. 


“main generally bullish about other Euro a 


The one stockmarket our investors 








markets. 

The panel is still doubtful about ihe 
prospects for the Japanese stockmarket, 
which has the biggest weighting in Mor- 
gan Stanley's global index. Most are still 
reducing their holdings of Japanese 
shares. 

At the beginning of the year, Wardley, 
for example, recommended a 3496 hold- 
ing of Japanese stocks; it now suggests 
1796. Capital House, which is still over- 
weight and optimistic about the market, 
believes that if the dollar continues to rise 
against the yen, Japanese exporters should 
prosper. 

The biggest switch our gines have 


The perfect portfolio? 


made this year is into bonds. Daiwa 
increased its holdings by 50%. Our in 
tors are sticking to American Trea 
bonds, which have shown an 11.99€ 
return (ie, interest plus capital gain: 
the first half. These have done bette 
British gilts, which returned 3.496 (or 
nus 12.196 in dollar terms) in the fir 
of the year. An inverted yield curve 
short-term “American Treasury bo 
look attractive, but the panel is gene 
more tempted by the longer end. 
UBS Phillips & Drew still believe 
short-term interest rates in America 
have risen by the end of the year « 
third-quarter wobbles in the Amer 
economy. However, it does not b 
that such a rise would damage long bo 
Capital House favours three- to five- 
bonds, but is nervous about the long e 
because, like most of the manager: 
thinks the dollar is due for a fall. 







































9 Contributors : 


- UBS Phillips & Drew—UBS's London broking arm 
Merrill Lynch-—US investment bank | | 


Daiwa Europe— Japanese investment bank — 


{ae Tne es 


Neutral weighting—from Morgan Stanley Capital International World Index 


` Capital House—Royal Bank of Scotland's SINIT TITTEN 
Capital Management International—Deutsche Bank subsidiary 
Scudder Stevens & Clark—New York investment counsellors 


Brown Brothers Harriman—Wall Street private bankers 
Bussi Investment Services —Hongkong and Shanghai Bank's fund-management arm 













"AMERICA —— 


t Weightings by market capitalisation. 
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* Contributions from Scudder Stevens & Clark and Merrill Lynch were complied by deparim 
deal only with non. ineaca investment. For the sake of comparability, a 30% stake in American e has been assumed. 
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erformance 


T ERANS of the rescheduling dreary- 
o-round have seen it all before. The 
trading between Mexico and its credi- 


re is still no sign of an agreement. 
ugh the American Treasury is lamely 
to bring both sides closer together, 
nces of a deal being struck before 
reek's meeting in Paris of the leaders 
:seven largest industrial nations look 
he goes empty-handed to Paris, the 
|.treasury secretary, Mr Nicholas 


‘ould find himself and his debt plan 


1e commercial banks feel that they 
ne their bit. The 15-bank Mexican 
ry committee put forward a set of pro- 
t the end of June that would have 
'd Mexico's principal and interest pay- 
ts by $1.8 billion a year over the next 
years, far less than the $4.5 billion-a- 
cut requested by the Mexicans. 
According to the advisory committee's 
yposals, creditor banks could choose to: 

' Reduce the value of their loans made be- 
e 1982 (worth $39 billion) by 3096 and 
value of those made after 1982 (worth 
billion) by 2096. The loans would be ex- 
anged for 30-year bonds at the lower 
alue, but paying market interest rates. In- 
est payments would be guaranteed on a 
year rolling basis, using money from the 
ir World Bank. 

educe the interest payments on their 
X but leave its value unchanged. The 
s would be exchanged for bonds carry- 
ower and fixed rate of interest. 

lake new loans or recycle interest 

















ddition, the banks asked Mexico to 
-a debt-for-equity os programme 
ould authorise $3 billion a year of 
onversions. 

exico, which is still holding out for a 
‘discount on its foreign bank debt, was 
pressed. But if the Mexicans want the 
8 to improve on their offer, they face a 
wait. Just getting all the banks on the 
‘ory committee to agree to the latest 
posals was a Herculean task. Some, like 
ce's Société Générale and Britain's 
ds Bank, feel that the terms are far too 
rous. Only arm-twisting by Citicorp 
thers) produced a grudging solidarity. 
Brazil is also giving bankers a sense of 
vu. When they heard on July Ist that 
overnment had centralised foreign-ex- 
nge operations, most reckoned that it 
nly a matter of time before the country 
»ped paying interest on its $112 billion of 








ks is now well into its fourth month. 


eign debt. (Centralisation of foreign-ex- 


l change dealing had preceded both the 1983 l 
and 1987 Brazilian moratoriums.) They did 


not have long to wait. The following day, Mr 


Sergio Amaral, director of international af- 


fairs at the Brazilian finance ministry, an- 
nounced that interest payments had been 
suspended, albeit temporarily. | 
The suspension is a short-term solution 
to a longer-term problem. Brazil's reserves 
now stand at about $5.5 billion, way below 
the level needed to meet the $11 billion of 
interest payments falling due in 1989. Brazil 
has said it will not resume payments until 
reserves have risen by $1 billion. But the 
country will need more than that if it is to 
avoid going into arrears later in the year. 
The Brazilians were counting on $4 bil 
lion of fresh money from the multilateral 
agencies and commercial banks, but this de- 
pends on the economy being given a clean 
bill of health by the mF. With 


hyperinflation threatening, bankers are not 


` holding heit breath. 








. To make matters worse, Brazil's 5 eco- 
nomic woes (see page 72) and uncertainty in 
the run-up to November's elections have en- 


couraged foreign companies to send more of 


their profits back home than expected. The 
Brazilian central bank estimated last month 
that around $2 billion of dividends and 
profits would be repatriated by foreign mul- 
tinationals in the whole of 1989. It was only 
half right; $2 billion had already left for for- 
eign shores by the end of June. 

Brazilian officials stress that interest ar- 
rears will be cleared as soon as possible, with 
payments to sovereign creditors and the 
multilaterals taking priority. In case this up- 
sets the banks, Brazil has taken the precau- 
tion of switching some deposits from them 
to the Bank for International Settlements. 
This would frustrate attempts by irate bank- 
ers to confiscate Brazilian funds in lieu ofin- 
terest payments. i 





French stockmarkets 


Errors of commission 


PARIS 


N JULY 3rd France's stockmarkets 

capped a hectic 40-month period of re- 
form by abolishing fixed commissions on 
share deals. Alarmed by the number of Paris 
brokers already in trouble thanks to mis- 
management and poor financial controls, 
the stockmarket authorities 
are earnestly warning the pro- 
fession not to engage in the 
kind of price-cutting war that 
wreaked havoc after London’s 
Big Bang in October 1986. 
Slim chance: there has long 
been widespread and unof- 
ficial price-cutting on large 
stockmarket deals, and the 
signs are it will intensify. Ex- 
pect a cull of France's 40-odd 
broking houses in the coming 
months—even weeks. 

The pressure will be to 
make small investors (those 
who do not invest in mutual 
funds) pay a market rate for 
their share-dealing. It costs an 
average of FFr91 ($14) to pro- 
cess a share order, according 
to a study by the stockmark- 
et's overseer, the Société des 
Bourses Francaises. 

Yet the minimum fixed commission on 
a small transaction, until this week, was 
FFr10. Recently, the director-general of the 
Paris bourse, Mr Gérard de la Martiniére, 
tactlessly let fall what a lot of banks and bro- 
kers think about small investors. “The stock 
exchange was not reorganised for the widow 
of Carpentras," 








Widows uswelcome 


he said. But brokers will. 


need to woo the Carpentras widow if they 

are to make up for lost revenues from 

France's zins-zins, or institutional investors. 

These have tended to spread their orders 

among 15-20 brokers. Now they will be 

more selective, eventually giving their busi- 
ness to probably no more 
than half a dozen. 

French brokerages had a 
difficult year in 1988. Two of 
them, Baudoin and Buisson, 
failed to monitor risky deal- 

. ings by subsidiaries in French 
financial futures and went out 
of business. One was bou 
up and the other reorgani.... 
in smaller units on regional 
bourses. And on July 5th 
Rondeleux, a firm with appall- 
ing computer and risk-man- 
agement systems, went belly- 
up. 





French brokers now have 
the nightmare of cleating up 
mountains of unsettled share 
bargains in readiness for a 
switch (eventually) to an en- 
tirely paperless settlement sys- 
tem. Last September about 
FFr17 billion-worth of transactions between 
brokers were three months or more over- 
due. That figure has now fallen to about 
FFr2.3 billion. But the point is that most of 
the bargains are unlikely ever to be settled 
and so represent potentially disastrous 
losses—mainly for the smaller and less eff- 
cient brokers; but for some big fry, too. 









ouble indemnity 


NEW YORK 


TBANK having its cake and eating 
he arcane world of financial-guar- 
antee insurance, it definitely is, says the Fi- 
" nancial Guaranty Insurance Corporation 
— (roic). This is General Electric Capital’s 
*. subsidiary in the $27 billion-a-year business 
of insuring the timely payment of interest 
- andprincipal on (mostly municipal) bond is- 
| sues. Citibank handles bond-insurance too, 
: s subsidiary, AMBAC Indemnity 
poration. - 
FGIC petitioned the Federal Reserve in 
lune to clarify its risk-based capital 
delines for banks. It claims Citibank cur- 
rently- enjoys a competitive advantage be- 
use it double-counts capital to support 
th its banking and bond-insurance activi- 
ties (ie, it uses the same sum of money twice). 
This, says roc, has allowed AMBAC to in- 
crease its market share in the bond-insur- 
ance business from 26% to 31% between 
- 1986 and 1988 by cutting prices. 

Sour grapes? Perhaps, but FGIC may 
have a point. It claims that based on present 
federal guidelines Citibank is under-capital- 
ised to the tune of $565m—and things 
could get worse. Under the capital-adequacy 
guidelines proposed by the Bank for Inter- 

. national Settlements (Bis), which will be im- 
_e plemented by the Federal Reserve in two 
"stages on December 31 1990 and December 
7x31 1992; banks must meet new risk-based 























m balance: beet liabilities into assets backed by 
- capital according to their risk. | 
^ FOI calculates that under these tougher 
~ standards, Citibank will need $3.2 billion of 
< extra capital by the end of 1990 and $3.8 
‘on by the end of 1992 if it is to support 
„ah its off-balance-sheet liabilities and its 
- insurance business. Citibank, which had 
~ $8.1 billion of equity at the end of 1988, 
_ would probably prefer to sell AMBAC rather 
— than raise this kind of money. 
The real bone of contention is Citi- 
^^ bank's treatment of $85 billion (the sum of 
^ the principal and interest of the bonds 
^ AMBAC has insured) in off-balance-sheet li- 
abilities that FGIC claims the bank is exposed 
. to through AMBAC. Citibank argues first 
^. that AMBAC is a separate entity and so Citi 
= does not bear any credit risk, and second 
- -that this is an insurance not a banking busi- 
: ness, and so should not be subject to risk- 
based capital guidelines for banks. 
However, when Citibank lobbied the 
.- comptroller of the currency for permission 
-to buy AMBAC in 1985, it took the opposite 
tack. As banks in America are not normally 
“permitted to undertake insurance See 
-Citibank argued that bond insurance was 
e "functional. equivalent" of letters of 
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credit and therefore should be considered 
part of the banking business. 

If Citibank's latest ploy works, it will 
enjoy a significant advantage over other 
banks that are curtailing their off-balance- 
sheet activities because of the tougher Bis 
standards. But if bond insurance and letters 
of. credit are equivalent businesses, then 
both should be subject to the same risk- 
based capital standards—especially as Citi- 
bank would surely stand behind its subsid- 
iary if any AMBAC-insured bonds ever 
defaulted. 


Tokyo Stock Exchange 


Have a seat 


TOKYO 


EW seats on the Tokyo Stock Ex- 

change (TSE) will be offered to at least 
four foreign firms and several domestic bro- 
kerages within a year. Mr Minoru Nagaoka, 
the TSE's president, has set up a task force to 
work out the timetable and the means of ac- 
commodating the newcomers. 

The four foreign firms that missed out 
in the previous round of new memberships 
announced in December 1987— Barclays de 
Zoete Wedd, Chase Manhattan Securities, 
Hongkong Bank's James Capel, and Credit 
Lyonnais’s Alexanders, Laing & 
Cruickshank—were secretly relieved at the 
time that they were not among the 16 for- 
eign firms admitted. They were deeply in the 
red because of Tokyo's high start-up costs, 
and the thought of having to double the size 
of their sales teams when trading volumes 
were thin in the wake of the October 1987 
crash was far from attractive. How different 
now. | 
Trading volumes have picked up and 


foreign firms have also made tidy profits 


from their niche in warrant bonds and 
swaps. In the half-year to March, the 36 for- 
eign houses that have been operating in ]a- 
pan since before Black Monday made an ag- 
gregate pre-tax profit of ¥10.2 billion 
($80m) against a loss of Y15.2 billion a year 
earlier. Although they lost some foreign cli- 
ents after Black Monday, they have won new 
business from Japanese institutions. Tokyo's 
institutional investors like the foreign firms' 
equity research and the opportunity to ease 
out from under the thumb of the big four 
Japanese houses. One snag: those without a 
seat on the TSE have to pay a 2096 commis- 
sion to stock-exchange members for execut- 


ing their trades. Hence the renewed interest. 


by the Tokyo branches of foreign securities 
houses for seats, despite the steep joining 
fees. 

Until recently, Japan's finance ministry 
had dragged its feet. Now officials fear that 
any barriers to foreign firms trying to enter 
Japan's financial markets will be grist for 







America's "Super 301" trade 
also want Japan's beleaguered prit 
ter, Mr Sosuke Uno, to have a gift 
take to the meeting on July 14- 
seven leading industrial countrie 

Another factor is the impendi 
the British prime minister, Mrs: 
Thatcher. She has been a strident: 
the Tokyo exchange’s policy on 
membership. (Too strident, say t 
TSE hopefuls, who have slipped into! 
cal back-door way of doing things. 
Thatcher is determined not to let any 
Japanese banks open in London befor 
on the TSE have been given to B 
Zoete Wedd and James Capel. L 
cences being sought by the uini: 
and other Japanese regional banks 
been left in abeyance for three vears. 

Membership of the TSE was inc 
from 93 to 114 when the exchange: 




























































into its new building last year. No spa 
left for any more booths for mem 
the trading floor is already chock-a 
To ease the pressure on space the la 
new members were admitted, 100 out 
250 most heavily traded shares were 
ferred to the TsE's own computerised 
action system. The proposal being ex: 
by the TsE's task force, headed | 
Setsuya Tabuchi, chairman of Nom 
curities, is for a batch of the remai 
floor-traded issues to be turne 
screen trading by the mid-1990s, 
computers will have the capacity t 
daily trading volume of 5 billion sh 
els that could be approached if stoc 
and options trading takes off. The- 
system has an embarrassing tendency 
lapse if trading volume tops 2 billion 
a day. | 
What Mr Tabuchi has in sind fo 
next lot of foreigners seeking adm 
the exchange is some sort of off-floo 
rangement. This would create two ci 
membership: “first-class” firms w 























































uildings with electronic links to the 
transaction system. Many foreign bro- 
houses want membership as much 
ie prestige as for the saving in commis- 
es. They will fight hard for the privi- 
Sin uncomfortably in a cubby- 


lese banks abroad 


AEMBER the smirks of westerners 
f shoddy Japanese cars in the early 
Os? Detroit is not laughing now. Ameri- 
| European bankers looked as smug 
rmaker when, five years ago, Japa- 
nks and securities houses pushed 
ondon's and other European capital 
s with cheap, commodity-type finar- 
ducts that required deep pockets but 
ous. They thought that leading Euro- 
id issues, bidding for American Treasury 
lending to British local authorities 
'uaranteeing bond issues was the best 
ipanese could manage; they would not 
able to handle the clever stuff, such as 
rning a simple bond issue into a four-or 
egged swap. The smiles are now gone 
| western bankers’ faces, too. 
Far from confining themselves to whole- 
markets abroad, the Japanese have 
ted to attack the more lucrative corpo- 
finance business dominated by Ameri- 
anks. They are putting to good use les- 
learned in the mid-1980s when western 
tment banks used them as legmen. The 
rners would come up with a nifty f- 
ial idea—often involving options—and 
ipanese to find buyers for it in what 
ame the Eurobond market's biggest 
tlet, Tokyo. Gradually the Japanese 
ediaries worked out how to do such 
mselves. 
strate and currency swaps, the 
financial techniques of the mid- 
'e now old hat to Japanese banks. IB} 
onal, the London-based arm of the 
trial Bank of Japan, says that all of the 
urobond deals it lead-managed in the 
year had swaps behind them. Half the 
s it arranged itself. It has moved on to 











| bond issue that linked repayment to 
il-price. 

hat, however, was still a clone, imitat- 
eals done by Chase Manhattan and 
ers Trust. Japanese banks are also copy- 
r cleverer deals being done by west- 
iden as sins the a of yen 
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ubtler approach 


‘sophisticated stuff. In mid-June it led a : 


lae on en TSE an hough ro more Pa 


sensible among them will realise that within 
a few years, the TSE will anyway have finally 
joined the twentieth century—with all its 
trading done from terminals in stockbro- 
kers' offices across town, or even halfway 
round the world. 





the foreign borrower gets the currency it 
wants and the arranging bank does not have 
to expose itself either to currency or inter- 
est-rate risk. Since the redemption of the 
bonds is tied to the level of a stock index, 
the bank ends up with a long-term option 
on the stock index which it can either sell in 
Japan or outside. 


This catching up by the Japanese is lead- 


ing western banks to be more careful about 
how they deal with Japanese banks and bro- 
kers. Most Eurobond houses now reserve 
their smartest ideas for private placements. 
In these, they deal directly with both bor- 
rower and investor. That makes it harder for 
others to clone new inventions. At the be- 
ginning of July, for example, Bankers Trust 
rolled out an innovative private deal that 
lets investors use interest-rate options to ex- 
ploit kinks in the dollar yield curve. 

|. After moving successfully from their 
bridgehead in the wholesale markets to try- 
ing out (albeit secondhand) complicated f- 
nancial techniques, the test for the Japanese 
banks is whether or not they can innovate. 
As yet they have shown no sign that they 
can. Financial products do not lend them- 
selves to the sort of incremental enhance- 
ment that the Japanese have shown them- 
selves to be good at in the field of mass 
manufacturing. 

Japanese banks can afford to buy in the 
brains they need. But harder to secure, 
though just as important as a stimulus for 
innovation, is the breadth of clients that 
western banks have. Not only does that put 
western banks nearer the market (some- 
thing Japanese manufacturers have always 
known the value of) so that problems come 
to them in search of imaginative solutions. 
But also, as deals become more fiddly, it is 
more important for a bank to have clients 
with different needs and views who can take 
different ends of the deal. 

Take Eurobonds, for example. The four 
big lapanese securities houses dominate the 
rankings of Eurobond lead managers be- 
cause of the boom in issues of bonds with 
Japanese equity warrants. So far this year al- 
most $40 billion of equity-warrant issues 
have been launched. Most of these deals 
were for lapanese companies and were 
organised by lapanese securities houses. Yet 


strip out equity-linked deals and the Japa- 


nese don n 
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pronounced. The leaders in the non-equity- 
linked table, Credit Suisse First Boston and 
J.P. Morgan, do business with a much wider 
range of customers, from American cor- 
porations to the government of Australia. 

Besides this lack of customers, Japanese 
banks also restrict themselves largely to issu- 
ing bonds in two currencies, yen and dollars. 
These currencies account. for over 9096 of 
the Eurobonds organised by Japanese banks 
and securities. companies, though only 
around half of all Eurobonds issued. 

The Japanese are trying to change that. 
At the end of June,- m) International 
launched a C$150m ($125m) issue for the 
World Bank. Since the World Bank is such a 
prestigious borrower, it can pick and choose 
its lead managers. So expect 1B} to lead more 
Canadian-dollar deals—and to be prepared 


ice of the league becomes less - 


to accept wafer-thin margins to establish its - 


name in the market. 
Another sign of the Japanese banks 


determination to make the leap to.the next 
phase of corporate finance is the way they 


are shying away from linking up with estab- 


NEN 
CAE 


lished western firms as a way of overcoming 
their inexperience. For various reasons, tie- 
ups such as Sumitomo Bank's stake in 
Goldman Sachs have been a disappoint- 
ment. Now Japanese firms are investing in 
newly established firms or in new areas— 
such as Nikko Securities’ investment in a 
mergers and acquisition (M&A) boutique, 
Blackstone, and Nomura's 2096 share in an- 
other M&A firm, Wasserstein, Perella. 
What worries western investment bank- 
ers is that the Japanese may do more deals 
like this. They would, in effect, bankroll the 
western: banks’ brightest. people who want 
tup on their own. This, however, 
would be only a temporary phase. Once the 
epi see t. who -does the business and 
art to cut out their 
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T S a dog's life being a chicken, pig or 
cow. For the factory-farmed animal there 
* are few diversions from the relentless slavery 
of putting on weight, laying eggs and spruc- 
ing yourself up for slaughter. Thanks to the 
literature and demonstrations of animal- 
rights activists, everybody knows what they 
— want. But what do the animals want? Re- 
«^ searchers at several universities in America 
| are finding out. In some cases, giving ani- 
s what they want can do their owners 
€ good too. 
Dr Temple Grandin of the University of 
nois has shown that pigs like toys that 
langle and. people that are solicitous. In a 
five-week- experiment, pigs with rubber 
hoses hanging in their pens were found to 
> be less excitable. (Despite their dirty reputa- 
<. tions, pigs are actually fastidiously clean, 
c. and prefer their toys suspended from the 
ceiling to stay out of the muck). The pigs did 
. mot get fatter any faster, but they were easier 
to handle. They went through a narrow 
. chute more willingly, which is useful at the 
- slaughterhouse. Pigs in a panic can get 
bruised, and stress affects the texture and 
A appearance of their meat. 
~~. Visits also pacify the pig. In the same ex- 
|^ periment, pigs ae had been visited by a 
chandler for only five minutes each week 
were less excitable and easier to handle than 
-those that had been left alone. For the visit 
to count, a handler had to enter the pen; 
“say ing hello from an aisle was not enough. 
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But such fraternising can be overdone. One 
student spent so much time with her pigs 
that they refused to go through the chute to 
oblivion. 

Dr lohn McGlone of Texas Technical 
University has also been looking into pig 
toys. One set of experiments was done on 
sows being moved into a special building to 
have their first litter. Their new pen was 
equipped with a hanging chain. The sows 
chewed the chains, and had 11 rather than 
the usual ten piglets. Although farmers gen- 
erally think that gnawing chains or other re- 
straints is a bad sign, it may be comforting. 

A "hide-box'"—a sort of cubbyhole 
slightly bigger than a pig’s head—can also 
be comforting. When one pig attacks an- 
other, it goes for the head and ears. A sub- 
missive pig can avert such an attack by stick- 
ing his head in a box. Dr McGlone found 
that  hide-boxes significantly reduced 
fighting—and therefore wounds—especially 
among young pigs that were grouped to- 
gether for the first time. 

Dr McGlone has explored pig play-time 
even further. He has turned one pen into an 
amusement park with hide-boxes, chains, 
cloth strips, plastic beach balls, a rod with 
balls that can be spun or slid and a small 
platform that a pig can climb on to to get 
away from it all. The pigs love it. Whether it 
will make them put on more weight remains 
to be seen. | 

Pigs are relatively intelligent, so it is not 
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hls a mittens Bn at Likes : 
from a blue plastic box (chickens are 
ticularly fond of red and blue). From a 
speaker within the box come the strai 
Vivaldi's "Four Seasons". Instead o 
nervously about their cage wasting en 
the chicks squat calmly near their p 
surrogate mother. They eat signif 
more often than do traditional 
chicks in a control group, and gain a 
6% more weight for a given amount of 
If all America’s chicks did the. same, fi 
would save $60m a year in feed. 
Chickens also appreciate a kind 
Dr Burnham Gross and Dr Paul Sieg 
Virginia Polytechnic Institute and 
University tried three ways of raising 
ens. One group was spoken to, sung 
patted gently each day; another was ig 
the third was subjected to banging a 
ing (but no physical harm). The fir 
proved more resistant to a variety 0 
tious diseases than did the ignored. 
sled birds. They also developed 
munity when they were vaccin. 
were calmer and easier to handle; ; 
gained about 2096 more weight th 
other chickens for the same amount c 
Chickens which are set aside for 
ing need more extreme measures. C 
start reproducing at around 28 weeks 
they were allowed to grow at the rapic 
typical of meat birds for 28 week 
would be obese, probably unhealtli 






































'OUSE-hunting can be a tricky busi- 
A. ness, but at least modern man can 
e advantage of structural surveys and 
like. His distant forebears had to rely 
bservation and a fair measure of in- 
tion. Bats may have helped them. 

Suppose you are a cave dweller, look- 
for something a little larger in a bet- 
area. Your house-hunting has come 
p trumps: the place you have found 
orts a sizeable colony of bats. The bats 
| you it must be warm and dry inside. 
the depth of droppings on the cave 
now they have been there for 
time, so you are unlikely to be 


ds a safe home—but there is a catch. 
e bats will not be alone. A vast com- 
nity of creepy-crawlies lives on the bat 
yppings, bat urine, bat corpses and 
n bat blood. The Squeamish should 
not read on. 

Dr Lawrence Braack of the research 
epartment of Kruger National Park in 
outh Africa has been studying bats' flat- 
ates, braving some sandstone caves 
ith a large colony of Egyptian fruit bats 
in the north of the park. In a cave with a 
floor area of 96 square metres there were 
‘up to 10,000 bats hanging from the roof. 
But it was the floor that caught his 
attention. — 

_ Each square metre teemed with more 
than 1,700 cockroaches crawling over 
the bat dung and over each other. Yet 
more crawled on the lower parts of the 
ave walls. In all, some 170,000 cock- 
oaches fed on bat droppings and the 
dies of dead bats. They even ate each 
er’s dead bodies. 

: by contrast, there were a mere 2,400 


ee lied coloured to dis- 


able t to breed. So they are usually 
very other day, which makes them 
y. They take out their frustrations on 
ellows by pecking them. 

r Joy Mench at the University of 
land has found a way to calm them 
1 She supplements their meals with 
otophan, an amino acid that is sold as a 
tive in health-food shops and used by 
Ors to treat insomnia, depression and 
ological aggression. It affects the levels 
erotonin, a neurotransmitter, in the 
n, thereby making a person ot bird more 
ed. Dr. Mench found that after ten 
; (the time it takes chickens to establish 
ing order) her birds pecked far less 
iently than an untreated group. 

Like chickens and pigs, horses have 
thing to say about how they like to live. 
atherine Houpt and Dr Richard = 


guise themselves—feeding on dead bats, 
and some large assassin bugs preying on 
the cockroaches. There were other sorts 
of beetles too, plus fishmoths, ants, some 
long-legged spiders and a previously un- 
catalogued type of cricket. Then there 
were the parasites’ parasites. Parasitic 
wasps used the cockroaches as hosts 
while a range of little creatures—from 
ticks, bloodsucking flies, mites and 
fleas—fed on the bats themselves. 

Dr Braack’s insect-hunt fills a gap. 
Scientists have long studied bats and 
caves, but—perhaps unsurprisingly— 


they have not bothered so much with the «d 


| 
bats' unsavoury hangers-on. All of these T 
are cringeingly dependent on the bats for | 

their provisions. Flying out at dusk to 

feed on nearby fruit trees, the bats are 

the only source of food to enter the cave. 
Nailing your colours to a bat has its 
drawbacks. They are timid creatures, eas- 
ily disturbed, and it does not take much 
to make them flutter off to a new cave. 
When they do—it emerges from Dr | 
Braack's study—they leave hundreds of 
thousands of starving creatures behind. | 
So somebody loves them. 
| 





at Cornell University discovered that horses 
do not like the dark. Five mares were put in 
a windowless barn equipped with a special 
lighting system operated by photoelectric 
cells. By moving through the beam of such a 
cell (to an area without food or water), a 
horse could switch the lights on for one 
minute. The horses quickly learnt how to do 
it, and chose to do so on average 60 times 
each day, most often early in the morning. 
They also liked having friends around. 
Tests with ten mares in a special barn 
showed that each horse spent a third as 
much time walking about and 10% more 
time eating when it knew there was a neigh- 
bour there. That may be explained by defen- 
sive instincts: you need to look up from graz- 
ing only half as often if a friend is nearby 
and also watching for wolves and cougars. 
Although some of this research is sup- 


| ported by faret 


.<Giganisations s (notabl y 
the National Pork Producers Council in — 
lowa), Mr Jack Hill of the Ohio Farm Bureau 
Federation doubts that such findings are 
widely known among farmers. When they 
do hear, they may be sceptical. Some of the 
lessons are, after all, hard to apply: if you 
have lm or more chickens, you would be 
hard-pressed to give personal attention to 
each one. Yet farmers are also businessmen. 

If a new technique seems to improve perfor- 
mance at an acceptable cost, the animals will 
surely get their toys. 
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O WIN a court case in America, li ' 

gants may soon need good behaviout 
scientists as well as good lawyers. Some com- 
panies are using them to help their lawyers 
distinguish friendly from unfriendly jurors 
and to assess how arguments in court are be- 
ing received by the jury. University profes- 
sors who are already boosting their earnings 
by providing such help occasionally must 
now reckon with Litigation Sciences, a firm 
based in California with 90 psychologists, 
sociologists, psychometrists and other 
professionals. 

Its chairman, Dr Donald Vinson, holds 
a doctorate in marketing and sociology from , 
the University of Colorado. He first got into 
the litigation business when, as an academic 
at the University of Southern California, his 
brains were picked by 1BM in a $100m anti- 
trust suit brought against it by California 
Computer Products. He recruited surrogate 
jurors who were as similar as possible to the 
real ones. Without disclosing which side had 
hired them, he asked his shadow jury tc 
in court each day and quizzed them on d 
reaction to the arguments they had heard. 
His findings were passed on each night to 
IBM's lawyers to help them refine their strat- 
egy. IBM won the case. 

The behavioural scientists are most use- 
ful in states like New York and Texas where 
the lawyers involved can question prospec- 
tive jurors at length before a case opens. 
They are asked what books they read, what 
television programmes they watch, even 
what food they eat. In such states, says Dr 
Vinson, courts do not so much select jurors 
as de-select them. 

Some of the advice given by Litigation 
Sciences is so obvious that it is worth little 
even to a rookie lawyer. It says, for example, 
that jurors who have recently suffered a be- 
reavement or are under-émployed or are the 
innocent party in a divotce case are prone to 
award. heavy punitive damages against a 
business. to r own back. It is also no 






















Political 
Risk 
Services 


Political Risk Services, a division of IBCUSA, 
announces the July publication of its annual re- 
| views on the international business climates in: 


BRAZIL HAITI POLAND 
SINGAPORE ZAMBIA 


Compiled by the world's largest private-sector 
network of economic and political analysts, each | 
50+ page report contains: 


~ 12-month chronology of key events pertinent to business. | | 

* Background briefing and current Fact Sheets SoNedng | 
economic, political and social conditions. 

+ 18-month and 5-year forecasts of conditions attocing i 
international business. 


Our highly regarded reports on these and 80 additional | 
countries are available at the following rates: | 
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USSR: New Management M 


Over 6000 pages anism 
Foreign Economic Relations - ie 


CHOICE Magazine had this to say about Political 













" Over 1000 Dads | Risk Services’ Country Reports: | | 
x INT'L YELLOW PAGES | E.88.].D.2 $12.00 130pp. 





* the profiles of political leaders are outstanding, the analyses 
and forecasts are not readily available elsewhere..." | 
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From pyramid to pill ar: Population : 
 changeand social security in Euro 


The social security systems developed over the ye 
in Europe are under threat. The populations are ageing 
while the birth rate has declined, resulting in a smaller 
working- age oru having to suppo gater 
number of retired people. This topical and thought- 
provoking study examines how the unpre ecedented 
ageing of di gh populations will influence the: 
future of social security, and comments on the 
possible influence of comprehensive family policies 
demographic change, retirement pensions and the 

























































| Interest Rate Spike? 
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3 Spot the psychologist 


- states of Oklahoma, Louisiana and Texas 
. are exceptions to the rule that all red- 
blooded Americans hate oil companies. 

— Litigation Sciences claims, however, 
_ that behavioural scientists have special skills 
. in interpreting the clues that jurors provide 
- about their attitudes. A woman asked what 
- she does who replies “I’m just a housewife” 
- probably feels she is under-employed, and 


. resents it. She is therefore more likely to fa- 
. vour punitive damages against a business in 
a court case than a housewife who, when 
asked the same question, replies “I’m a 
mother with three children.” 

... Some of the advice the behavioural sci- 
entists give is counter-intuitive. Litigation 
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Cosmic oddities 
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OSMIC strings are among the more bi- 
à zarre imaginings of astrophysicists, 
- Which makes them some of the strangest 
things in the world. They first cropped up as 
an unlooked-for consequence of theories 
about the origins of the universe. Since then 
they have become intriguing in their own 
- right: they may have played a significant role 
_ in shaping the universe as it is today. No- 
body has yet seen a cosmic string, or had any 
firm evidence that such things exist. Now 
- there is a new way to look for them—using 
tools barely less fantastic than the strings 
themselves and measurements whose preci- 
sion verges on the incredible. 

—. Some places were left out of the rapid 
cooling that accompanied the precipitous 
expansion of the early universe. In these re- 
gions, things stayed much as they had been 
_ in the beginning. They were like the flaws in 
. an ice cube that still contain water. Al- 
_ though there could in principle be various 
. types of flaw, most cosmologists agree that if 
_ there are any, they should be one-dimen- 


86 


FH 4 
y 
) 


* EN zt 
* 2 > 
Y 































Sciences cites the case brought 
against a drugs firm by a young 
mother whose child was born 
brain-damaged. Intuition, it 
says, suggests that a young 
mother on the jury would have 
a natural bias towards the 
young mother filing the suit. 
Not so. In pre-trial studies the 
firm's psychologists found that 
young mothers were likely to 
question the plaintiff's motives 
for bringing the suit, doubting 
her love for her baby and her 
ability to accept it. 

All mumbo-jumbo? With 
American juries awarding 
damages as long-distance tele- 
phone numbers, some compa- 
nies are apparently concluding 
that anything is worth a try. 
Litigation Sciences’ clients include the 
chemical producers of Agent Orange, which 
are being sued on behalf of soldiers who 
served in the Vietnam war, Pennzoil (in the 
case it brought against Texaco) and several 
syndicates from Lloyd’s of London. 

Encouraged, Litigation Sciences is ex- 
tending its range. In 1988 it acquired 
Graphic Evidence, a producer of “demon- 
strative courtroom exhibits" that grabs the 
attention of jurors with computer-animated 
exhibits that recreate on videotape such 
events as a car crash. Scale models with mov- 
ing or even motorised parts enable jurors 
"to touch and interact with exhibits". Move 
over, Perry Mason. 


A lighthouse to catch a string 


sional: that is, cosmic strings. The strings are 
extremely fine—about one ten-billionth of 
the width of an atom across—and heavy. A 
mile of string might weigh as much as the 
earth, because of all the primal energy 
wrapped up inside it. And the strings have 
no ends; they must be arranged in loops, or 
else be infinitely long. 

These flaws in creation have been seized 
on by astrophysicists who are concerned 
with the way galaxies form. They needed to 
find something, some sort of dark matter", 
that could pull together gases to form the 
stars and galaxies that astronomers observe. 
Loops of cosmic string would do nicely, 
though there are other candidates. 

Finding out which of them—if 
any—actually exist is hard. By definition, 
dark matter does not shine. So it has to be 
sought indirectly. In the case of cosmic 
strings, astronomers look for distortions in 
images of other objects that they can blame 
on the gravitational fields that surround the 
strings. As yet, they have not seen any that 





are convincing. 

There is another way to "see" a string. 
As the strings vibrate, they send out gravity 
waves—tipples in the structure of space. Or 
so, at least, this is what theory predicts. No- 
body has ever detected a gravitational wave 
either, but physicists have faith that there 
are such things. If there were not, they 
would have to throw out the general theory 
of relativity. They want sizeable sums of 
money to build large, delicate machines de- 
signed to detect the slight wobble in space 
caused by a passing gravitational wave. 
America proposes to build two such detec- 
tors, France and Italy may co-operate on 
one, West Germany and Britain are also in- 
terested. Such detectors should pick up 
gravitational waves from many sources. To 
find strings, though, there may be a way to 
use some other astrophysical oddities as 
detectors. 

Pulsars, unlike almost everything else 
mentioned in this article, are known to 
ist. They are extraordinarily dense obje..., 
just a few miles across, created when stars 
collapse. Because they spin quite quickly, 
and only parts of their surfaces shine, they 
flash on and off in the sky like lighthouses. 
Because they are so heavy, little can affect 
them, and the pulses of radiation that they 
emit are more accurate ticks than those of 
any clock on earth. That accuracy makes 
pulsars useful for testing theories about 
gravitation. | 

Five years ago a new pulsar was found, 
about 10,000 light years away. At 600 
flashes a second, PSR 1937+21 was faster than * 
any other pulsar around; it was the first of 
the “millisecond pulsars”, of which only a 
handful have since been discovered. Dr 
Martin Rees and Dr Craig Hogan, of Cam- 
bridge University, suggested then that it 
might make a good detector for gravita- 
tional waves from strings. If such waves ex- 
ist, they would stretch and squeeze the sr--- 
between earth and PSR 1937+21 rhythmi 
every decade or so. If that was happening, 
the pulses from PSR 1937+21 would be 
stretched out and then compressed. 

Dr Joe Taylor and his colleagues at 
Princeton University in New Jersey have 
been looking for such fluctuations. Their ex- 
periments are sensitive: since the pulsar is a 
clock that is accurate to a millionth of a sec- 
ond every decade, they can spot movements 
at speeds of a millimetre a second or less— 
less than a snail’s pace. They have seen no 
movements attributable to cosmic strings. 
Despite the claims of some physicists, that 
does not rule them out as yet. But it may do 
soon: the longer the run of observations, the 
more sensitive the results. If no waves turn 
up in the next few years, then either cosmic 
strings are not there or they are not as heavy 
as most physicists think. Either way, the idea 
that strings are the seeds around which gal- 
axies grow would be ruled out. 
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R 200 years the image rather than the 
‘the French Revolution has in- 
the world. It has been a powerful 
ot least because it was encapsu- 
.—. d, from the early days, in the shape of the 

~ lotine. Mainly, however, the image has 
eflected a misleading combination of dra- 
-matic facts and long accepted myths about 
- -the causes, course and consequences of a pe- 
riod that covered five years, from the fall of 
"the Bastille on July 14. 1789 to the 

guillotining of Robespierre in 1794. 

. The bicentenary has prompted a flood 

of new books on the subject, ranging from 
the scholarly and specialist to the sordid and 

.sensationalist. The most enlightening and, 

indeed, gripping for the general reader is the 

chronicle by Simon Schama, formerly a don 

*at both Oxford and Cambridge and now an 

emigré professor of history at Harvard. His 
story does not set out to be an historical 
analysis. It is about people and events, what 
Marxists would see as the froth on the waves 
of history, but all the more readable for that. 
Rightly, Mr Schama starts well before 

1789 —indeed, early in the reign of Louis 

_ XVI, He ends, rather prematurely, with the 
acetic events of July 1794. But it has 

"taken him a well-filled 850 pages to get that 

far, and he concludes with some tantalising 

. glimpses of revolutionary aristocrats: Talley- 

crand, foxy and amoral, who with equal de- 
«light played the roles of bishop, libertine, 
' "revolutionary, diplomat and speculator in 
- American real estate; and Lafayette who, af- 
ter commanding the national guard until 

“the final fall of the monarchy in 1792, left 

- France still upholding the principles of the 

revolution. 

|... Thecentral Marxist theory, which until 
< about 30 years ago held uncontested sway, 
- was that the revolution represented a crucial 
=. phase in the progress of feudalism to capital- 
ism. Although Marx, rightly, pointed out 
-< that it was in fact a triumph of bourgeois so- 
< ciety, for many on the left it has been pre- 
.. vsented as a revolution of the masses, for the 
'masses, against an entrenched aristocratic 
ligarchy. The revisionist view, to which Mr 

luable contribution, 




















ier advocates. The late 


anything change? 


:NS: A CHRONICLE OF THE FRENCH REVOLUTION. By Simon Schama. Knopf; 948 pages; 


Alfred Cobban can perhaps claim to be the 
original English revisionist, but the works of 
Richard Cobb, who concluded that for mil- 
lions of Frenchmen the revolution was “a 
magnificent irrelevance", are well worth 
reading. So are the accounts by John Rob- 
erts ("The French Revolution"; Oxford 
University Press, 1978) and by D.M.G. 
Sutherland (France 1789-1815"; Fontana, 
1985). The Marxist-revisionist controversy 


Au revolt les tyrans 


is brilliantly analysed by T.C.W. Blanning 
(“The French Revolution: Aristocrats ver- 
sus Bourgeois?”’, Macmillan, 1987). 

The revisionist view demonstrates that 
the revolution was primarily a search for 
more efficient management of the govern- 
ment. France was financially exhausted after 
its intervention in the American War of In- 
dependence. Where the monarchy had 
failed, and why, eventually, it had to go, was 
that it had not created representative insti- 


tutions to put through the necessa 
nomic reforms. Yet despite the sub 
of the monarchy with collective an 
Napoleonic rule, and despite a change 
tus from subject to citizen for the. 
people, the revolution effected rem: 
little improvement in the econo 
France. Above all, there was even 
change in the sort of people who were 
ning the country. France ended up as i 
started, with government by not: 
notables; and they were, to a remarkab 
gree, the same individuals. b 
A surprising number of aristocrats 
an active part in the revolution. Alth 
many of them ended under the guillot 
not a few pre-revolutionary fat cats 
even fatter at the end of the Terror. Th 
revolutionary nobility was not, a 
Schama shows, an elitist cabal. It: 
larger and far less exclusive than the pe 
of Britain at the time. The class distinc 
of Louis XIV's reign had. largely b 
down by the end of the eighteen 
tury—a century in which a quartet 
nobility had been created simply by b 
enobling offices for cash. Trade was an oct 
pation and a source of wealth for mosto 
successful. Even the infamous rule that co 
missions in the army should be reserv 
nobles of old lineage was really a mear 
providing relief for nobles who had falle 
hard times, rather as a younger son of 
British landed classes used to be sent 
the church. As Mr Schama demonstr 
the parent of the revolution was incot 
tence rather than tyranny; but its offsp 
were dictatorship and extremism, and 
results blood and terror. T 
The full force of that terror was 
leashed with the murder in July 1793 
bloodthirsty and half-demented Ma 
Charlotte Corday. Corday, of noble 
but with republican convictions, is. 
one of the most appealing figures 
revolution. But even those uneasy a 
Jacobin extremism, the sans-culottes 
usually -neither peasants nor prol 
They came mainly from the ranks o 
craftsmen and small shopkeepers; 
some respects they combined the p 
and morality of some British Tha 
(Mrs Thatcher has never had time 
traditional Tory landed classes) with: 
litical fervour of the Labour party's Mi 
Tendency. If the behaviour of the mobs 
used was not unlike that of the Red Gi 
in China’s cultural revolution, the 
Jacobinism is not entirely absent fror 
benches on either side of the House o 
mons today. | 
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| he bird of blood 


ERICO GARCIA Lorca: A Lire. By [an 
son. Faber; 551 pages; £17.50. To be 
lished in America by Pantheon 


T'AMBIEN se muere el mar" wrote 
A. Lorca in his best known poem, "La- 
ent for Ignacio Sanchez Mejias”: "Even 
e sea dies.” No poet has written more ob- 
ssively or more movingly on the subject of 
eath. One of the more devastating revela- 
ons in lan Gibson’s magnificent book is 
iat Lorca, who was probably tortured be- 
re he was shot (explicitly for suspected 
immunist sympathies, inadmissably for be- 
g a homosexual) was horrified by the 
tht of blood and terrified of dying. Every- 

e remembered his abject fear on a peril- 

1s boating jaunt with a party of friends. 
‘hen Mejias died, gored by a bull, Lorca 
llowed events by telephone and described 
e toreador’ s death as “the trial run for 
ine"; but he flatly refused to go near the 
lying man. 
























The Lorca who emerges from this i’ 
mirably balanced portrait (it is Mr Gib- 
son's life work, and has all the flaws and 
glories of an obsession) i is something less 
than the glorious martyr who died young. 
Eloquent and effortlessly versatile—art- 
ist, Musician, singer and lecturer as well 
as playwright and poet—Lorca was vain, 
self-serving and unembarrassed by let- 
ting his parents subsidise his comfortable 
way of life until he was well past 30. 

His sense of humour made him as 
many enemies as friends. Borges was not 
amused when Lorca, after a long perora- 
tion, told him that Mickey Mouse was 
the all-encompassing hero of American 
tragedy. Not everyone was charmed by 
the spontaneous "happenings" he loved 
to stage or by the homosexual company 
he inflicted on his straighter colleagues. 
Loyalty, on the other hand, runs so deep 
that Mr Gibson had great difficulty per- 
suading the poet’s friends to discuss or 
even to acknowledge his sexual prefer- 
ences. No saint in his life, he has been 
canonised by his shameful assassination. 

Lorca was his mother’s name. Vin- 
centa Lorca was a lively and resilient 







































No Saint Sebastian 
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m EE the staider politicians caught up 
- Asin the French Revolution—the phi- 
— losopher Condorcet, for example, and 
. later the members of Robespierre's 
- Health Committee—thought something 
"should be done to reform France's 
< weights and measures. The new standard 
~ length, it was agreed, would be the metre, 
from the Greek metron (to measure). In 
LA MERIDIENNE* Denis Guedj, a teacher 
of mathematics at a Parisian university, 
has written a fascinating account of how 
the metre came into being. 
. "Precevolutionary France boasted 
about 100 different measures, often vary- 
ing from town to town. Cloth was mea- 
sured by the aune (ell), land by the perche 
(rod); wheat went by the barrel, oats by 
the picotin (peck). Wine was sold by the 
pint as well as by the more desirable dem- 
oiselle, which changed sex somewhere in 
mid-Channel to become the demijohn. 
Equality, however, required unifor- 
mity. And not simply of measures; local 
dialects were banned in favour of French, 
old regions were carved into 
départements, the republican franc took 
over from those two old royalists, the louis 
and the crown, and even Citizen Time 
_ was harnessed—briefly—into ten-hour 
: days and ten-day weeks. 
- : A decade passed before the metre was 
< established as a standard. The country 





. Two astronomers in search of the metre 


was in turmoil, of course; but there was 
also a great concern for perfection. Con- 
dorcet wanted the new measurement to be 

“a means of spreading Enlightenment and 
fraternity among all people". It had to be 
perfect, universal and permanent. Hence 
the decision that it should be a fraction of 
the meridian: in fact, the ten-millionth 
part of the distance from the pole to the 
equator. 

The meridian had been measured sev- 
eral times before, but more sophisticated 
instruments were now available. So in 
June 1792 two astronomers, Jean-Baptiste 
Delambre and Pierre Méchain, set off in 
opposite directions to check the length of 
the meridian by measuring its arc between 
Dunkirk and Barcelona, a distance known 
to be one-tenth of that from the pole to 
the equator. True to the international 
spirit underlying the operation, the 
French authorities had invited other 
countries to take part in what Méchain 
called ' the greatest geodesic measure of 
all time". Since revolutionary France was 
the black sheep of Europe, all declined. 

Méchain was nevertheless allowed into 
Spain. Once his measuring was over, how- 
ever, he was not allowed to leave. By then 
Spain was at war with France, and his 
knowledge of local topography could be 
useful to the French army. When, after 
several months, he grew restless, the 
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Spanish authorities. put him on a ship 
bound for Genoa; it took him a year to get 
home. Meanwhile, Delambre's royal 
passes had become death warrants: the 
king had been guillotined. Despite a set of 
new, republican, credentials, he was fre- 
quently suspected of being a royalist, aspy 
and even a sorcerer, 

The two astronomers completed their 
measurements in 1799, and Talleyrand's 
diplomatic skills produced a seven-natic 
conference (boycotted. by Britain anu | 
America) to check them. The standard 
metre and kilogram were cast in platinum 
which the chemist Lavoisier had somehow 
succeeded in hoarding away before being 
guillotined. When Bonaparte seized 
power the metre was shelved; it reap- 
peared in 1840, when it became France’s 
standard unit of length. | 

Many other countries followed, but 
the system is not yet pan-European, let | 
alone universal. Britons still drink their 
beer by the pint; Spaniards fix the price of 
land by the hand-span; and, yes, the 
French still buy their firewood by the 
cord. The metre's tribulations should be a 
warning to enthusiasts for a common Eu- 
ropean currency. But they can take some 
heart: the quest for the monnet is unlikely 
to be as. hazardous. 





Editions Seghers, Paris; 2 2 pages; NN 





woman with gypsy antecedents and her el- 
dest son adored her. “I belong to my moth- 
er", he liked to say, and honoured friends 
were presented with photographs of the two 
of them. He grew up in and remained pas- 
sionately devoted to Granada, the most 
beautiful of the Andalusian provinces. In- 
dulged by a loving family, he started to find 
his feet only in his early 20s, when he wrote 
his first and least successful play—on the 
love-life of cockroaches—and made friends 
with Salvador Dali. 

Dali, who was certainly his first great 
love, was a beguiling and powerful influence 
until Luis Bunuel, never an admirer of Lorca 
or his work, replaced him. With Dali's assis- 
tance, Bunuel pilloried Lorca in "Un Chien 
Andalou”. “Bunuel has made a little shit of 
a film called an Andalusian Dog—and I'm 
the Dog", Lorca noted. The friendship was 
still more strained when Dali, who had al- 

ays seemed to share his friend's dislike of 
Ye female body, took up with Gala, one of 


the most exotic women in Surrealist circles. 
Lorca refused to meet her. 

As the poet of a magical and unearthly 
world, timeless and powerfully emotional, 
Lorca achieved early celebrity with his 
"Gypsy Ballads”. He had to wait until his 
early 30s to enjoy success as a playwright. 
“Blood Wedding", coolly received in Spain, 
made him the feted darling of South Ameri- 
ca, and Lorca looked back on his months in 
Buenos Aires as the happiest of his life. Not 
until he wrote “Yerma” in 1934 did he 
achieve similar popularity in Spain. 

In the years before his death Lorca was 
accorded the adoring publicity given to film 
stars. But his more perceptive friends recog- 
nised that happiness had eluded this ebul- 
lient and charismatic man. “His deepest self, 
as in the case of all great poets, was not hap- 
py, wrote one of his shrewdest colleagues. 
“Those who thought of him as a gaily-col- 
oured bird passing blithely through life nev- 
er really knew their man." 





Ayer and after 


The logical end of an empire 


FROM AN EMIGRE PHILOSOPHER IN CAMBRIDGE, MASSACHUSETTS 





IR Alfred Ayer, who died on June 27th, 
was the last surviving protagonist of 
Britain's second golden age of philosophy. 
The first spanned the lifetimes of the eigh- 
teenth-century empiricists, Locke, Berkeley 
and Hume. It was Hume's intellectual de- 


scendants, Bertrand Russell and G. E. 
Moore, who sparked off the second early 
this century. Their style of "analytical" phi- 
losophy grew to encompass Wittgenstein's 
work at Cambridge, the Anglicising of Vien- 
nese logical positivism and the work of J. L. 
Austin and Gilbert Ryle at Oxford. It is now 
the world's largest philosophical movement, 
but it is no longer British. 


| THE ECONOMIST JULY 8 1000 . 
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Ayer’s main role in this 
empire-building was to carry 
logical positivism to the Eng- 
lish-speaking world, which he 
did in 1936 with his book 
“Language, Truth and Logic”. 
That book—written when 
Ayer was 25—roundly de- 
clared all traditional metaphys- 
ics, ethics and theology to be 
meaningless and therefore re- 
dundant. They were meaning- 
less because they failed the pos- 
itivists’ test of verifiability: if it 
is unclear how the truth of a 
given assertion can be deter- 
mined, then that assertion 
should be treated as suspect. 

Positivism soon impaled it- 
self on the horns of a dilemma. 
All versions of the test of veri- 
fiability proved to be either too 
strict—ruling out most of the theories of 
natural science, for example—or too lax. In 
a dozen later books Ayer moderated and re- 
fined his views, keeping always to the central 
questions of philosophy. In so doing, he in- 
herited the mantle worn before him by Rus- 
sell, and became the official incarnation of 
British philosophy during his tenure as pro- 
fessor of logic at Oxford in 1959-78. Like 
Hume and (to a considerable extent) Rus- 
sell, Ayer wrote brilliantly, stylishly and 
straightforwardly for the educated layman 
of his day. 

Today British philosophy has ghosts but 
no incarnation. Most of the best work is 
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done in America, and philosophy itself 
(wherever it is practised) has evolved into a 
different beast, diversifying too far for an 
one man to wear Russell’s mantle any more. 
Britain's philosophers are ignored, demor: 
alised and emigrating. What went wrong? 
The philosophers themselves, in their 
valedictory declamations from the quayside, 
usually blame Mrs Thatcher’s governme t 
That is mistaken. True, the number of lec- 
tureships and professorships has been 
cut—sometimes whole departments 
been closed—in order to save governmen 
money. But the people responsible for that 
are university administrators, who make 
their cuts in apparent ignorance of the rising 
demand from students for philosophy 
places, of the value to other departments 
and students of having a philosophy depart 
ment, and of what philosophers actually do 
Besides, the number of philosophy jobs 
in Britain now is no smaller than it was in 
the great days of the 1940s and 1950s; nor 
did philosophers then get any more mora 
support from the governments of the day 
One simple reason why America is predomi 
nant now is that it is bigger. Once the seeds 
of analytical philosophy had blown across 
the Atlantic and germinated, they wer 
bound to bloom in greater profusion there 
eventually. Golden days cannot last for ever. 
But good ideas can, usually in slightly 
different forms. Ayer's logical positivism is 
enjoying a sort of comeback—though none 
of its practitioners would describe himself as 
a positivist anymore. The idea that the 
meaning of an assertion is somehow inti- 
mately related to its method of verification is 
at the heart of "anti-realism", one of he > 
most powerful positions in contemporary | 
metaphysics. Anti-realism in general philos- 
ophy was brought to prominence by Mi- 
chael Dummett, Ayer’s successor in Ox- 
ford’s chair of logic, and is influencing some 
of America’s top philosophers, such a 
Hilary Putnam at Harvard. But it is mostly 
discussed in terms too arcane to stimulate 
the wide interest that Ayer’s positivism did 
With his natural clarity and lightning 
acuity, Ayer could engage anybody who was 
intellectually inquisitive, both in his writ 
ings and in person. He relished debate and 
never hid behind jargon, pride or intellec 
tual superiority. It is not within the power of 
cost-cutting governments to abolish suck 
men, or to create them. 


Soviet cinema 


Truth, faith 


S THE art with the broadest popular ap 
peal, cinema has always played a cen- 
tral part in Soviet culture. Eisenstein’s films 
created the iconography of the Revolution, 
with their stirring images of the people's. 
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struggle against oppression; and sub- 
sequent Russian films have followed 
the same pattern. However well-acted 
and produced, they are often mere 
moral tales. 

—. At London's Barbican, a survey 
of films “From Stalin to Glasnost” 
has offered a different diet, including 
films that were variously censored at 
the time of their release. For example, 
~The Adventures of a Dentist" 
(1965) is a meditation on the perils of 
individuality, in which a young den- 
tist's inexplicable power to pull teeth 
nlessly earns him his colleagues’ 
envy and spite. Soviet officialdom 
cannot have taken warmly to the he- 
ro's conclusion that “If you want to 
ieve in public opinion, try to avoid 
—. Even more upsetting would have 
been "The Beginning of an Unknown Era", 
he two segments of what was conceived in 
967 as a four-part film on the aftermath of 
he Revolution. The first, "Angel", depicts 
he brutal civil war between the Whites and 
eds, with indiscriminate killing, rape, 
chaos and fear. The mood is deeply pessimis- 
tic, without any rejoicing at the prospect of a 
communist victory. In the second part, 
“The Beginning of Electricity", a young en- 
gineer full of socialist zeal builds an electrical 
pump to bring water to a drought-stricken 
üllage, proclaiming the triumph of science 
over religious superstition. But the pump 
soon self-destructs, followed, to everyone's 


US 


P 
m 
il 


ALTHOUGH tennis-mania may seem 
L À to drive out all higher thoughts, it is 
- not so. Tennis and poetry are natural 
| partners. In. "Henry V" the Dauphin 
E: ocks Henry's claim to French territory 
_ With a gift of tennis balls, prompting the 
young king's vow “to play a set shall strike 
. his father’s crown/Into the hazard". John 
| Webster's angst-ridden "The Duchess of 
|| Malf” depicts men as "the stars’ tennis- 
| balls, struck and bandied which way they 
| please". More cheerily, Betjeman made 
|| the sport synonymous with the carefree 
| days of middle-class youth, epitomised by 
| the rapture of holding a "strongly ador- 
| able tennis-girl’s hand!". 

| Certain American poets have found in 
| tennis a parallel to the act of writing itself. 
|. In a famous dismissal of the claims of 
| modernism, Robert Frost declared: "I'd as 
| soon write free verse as play tennis with- 
- out a net." Just as well he never played his 
| bohemian compatriot, Ezra Pound, whose 
| commitment to free verse may well have 
|| been reflected in his manic style (“like an 
|| inebriated kangaroo") on court. Younger 
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T he poetry of tennis 


Little Vera, wondering 


x eR vu 


bemusement, by a drenching rain. 

Two new films on general release make 
these alternative perspectives even starker. 
"Ihe Commissar”, made in 1967, was re- 
leased only last year. Also set in the post- 
revolutionary civil war, it deals with a battle- 
hardened female commissar who learns 
humanity from a pregnancy she does not 
want and from the poor but happy Jewish 
family with whom she is billeted. At one 
point, when she accuses the head of the 
house of being insufficiently class-conscious, 
he replies that what is really needed is "an 
international of kindness". The commissar 
sternly responds that one must be ready to 


poets also combined a passion for ground 
strokes with a quest for metre and symbol. 
Theodore Roethke was a university tennis 
coach; Randall Jarrell took as much pride 
in his tournament victories as he did in 
his published works. 

Like poetry, tennis demands a degree 
of discipline, concentration and imagina- 
tion that engenders a kind of self-discov- 
ery. After a particularly satisfying match, 
Jarrell mused on the pure pleasure of do- 
ing “what one should, beyond one’s 
expectations”. In both tennis and poetry, 
the individual meets a challenge—an op- 
ponent on the one hand, shifting 
thoughts and emotions on the other— 
within the boundaries of a form. This is 
why Frost wanted the net to stay up: with- 
out the form there was no achievement. 
For him the poet was "a man of prowess, 
just like an athlete", and the aim of writ- 
ing, in a word, was "scoring. You've got to 
score.” 


Such correspondences work both 


ways. Any tennis player soon learns that 
most of the game, maddeningly, is in the 
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die for truth and justice. “Dying, 
yes,” says her host. “But when do we 
live?” 

The question of the true face of 
Soviet life is raised most strikingly in 
a sensational new film, "Little Vera”: 
the first Soviet picture to admit that 
sex, drugs and rock ’n’ roll are pur- 
sued as avidly in Russia as in the 
West. The heroine of the title is a dis- 
affected teenager living in a faceless 
industrial town in the provinces. She 
and her friends mill about, dodge the 
police, drink, indulge in casual sex, 
put up with their boring families. 
Drabness is everywhere, with little 
prospect of change. 

As the film says, the name Vera 
means “faith”, and everyone has “‘it- 
tle faith" in the life the system can de- 
liver. But beneath Vera’s brash alien- 
ation lies a trace of idealism, seen in h 
personal motto from Pushkin—“Cheri: 
your honour from youth" and her desire for 
love as well as (graphically depicted) sex with 
her boyfriend. The film does not convey 
decadence, but remonstration. Something, 
it says, is not working. The traditional So- 
viet vision of mass progress towards an ab- 
stract future good is inadequate, just as cin- 
ema cannot simply be propaganda for that 
imposed ideal. "Little Vera" is only the lat- 
est in a strain of Russian films that demand 
"s answer to the old question: When do we 
ive? 





mind. Beyond the necessary technique 
there is, just as in poetry, the mysterious 
matter of inspiration. In the wonderful 
state of being "loose", when concentra- 
tion and confidence are one and the game 
seems to play itself, the player makes shots 
he did not know he could, just as a poet in 
full flow may, as one put it, “find out 
things you didn't know you knew." 

Certain professionals of the modern 
game represent definite poetic types. The 
Swedes, for instance, are natural bards of 
the North, telling long winter's tales 
slowly and carefully. By contrast, John 
McEnroe is clearly the poéte maudit, 
cursed with a vision of perfection that he 
is fated to pursue at any cost and savaging 
anyone who interferes; Miroslav Mecir is 
the gifted eccentric, somewhat preoccu- 
pied, capable of brilliant images and unex- 
pected turns of phrase. 

Poets, however, do their performing 
alone, subject only later to the verdicts of 
line-judges. It is possible for the experi- 
ence of winning to remain purely personal 
and satisfying in itself, and any poetic 
champion would be happy if one of his 
works received as much as a first-round 
loser at Wimbledon. 
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Learn practical 
‘management strategies 
for environmental 
compliance, from our 
leading experts . 


_-Environmental Management Program 
' September 14—October 6, 1989. 


For full information, write for our course catalog 


- Admissions Coordinator 
Arthur D. Little © 
Management Education Institute 
35K Acorn Park 
Cambridge, Massachusetts 02140-2390 USA 
"Telephone (617) 864-5770 
Telefax (617) 864-5411 
Telex 921436 
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310 Business Administration Building 
The Pennsylvania State University. 
University Park, PA 16802 

Phone (814) 865-3435 FAX (814) 865-3372 
Telex: 910-240-5959 


UPCOMING PROGRAMS 
[O EXECUTIVE MANAGEMENT PROGRAM 
~e September to December, 1989 (one week each month) 
* ' January 14 - February 9, 1990 


eg AANUPFAC’ 'URING STRATEGY AND 
 TEcHNOLOGY PROGRAM 

September 24 — October 6, 1989 
[] ENGINEER/SCIENTIST AS MANAGER PROGRAM 
October 8 - 20, 1989 
Cl HUMAN RESOURCES MANAGEMENT PROGRAM 
October 15 - 27, 1989 
ÜU| INDUSTRIAL MARKETING MANAGEMENT PROGRAM 
November 5 — 17,1989 


SEND MORE INFORMATION: 
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international center - 
for monetary | 
and banking studies 


Geneva's International Center for Monetary and Banking S 
offers the following unique three courses in its Security An 
and Portfolio Management (SAPM) Program: 


1. BONDS (Sept 11-15, 1989): 
Covers all topics essential to effective bond 
management including, among others, yield - 
impact of taxes, dedicated bond portfolio, durati 
immunisation, intemational diversification and exchai 
risk management. 


2. OPTIONS (Sept 18-22, 1989): 
iraq of option Med n oreet x iu 
notably, pricing models, ing strategies, volati 
ation of warrants and convertibi BOR and i were : 
options and portfolio insurance. 


3. FINANCIAL FUTURES AND SWAPS (Sept 25-29, 1989 


Main topics covered include pricing and arbitrage, 
futures in. hedging, hedge risk, swap risk, rela on ns i 
between future, forward, swap, and option markets. - 


These intensive courses, taught by an outstandin internat 
faculty, develop a practical yet rigorous framework for investr 
and trading decisions as well as hedging applications. 
courses have drawn executives from 45 countries and from ov 
230 private and central banks, insurance companies, and ott 


financial and industrial organisations in the past seven years. 


For further information and a detalied course description, please contact: ce 
Annelies Wind or Marguerite Nguyen, T 
international Center for Monetary and Banking Studies, 

PO Box 36, 1211 Genava 21, Switzerland. 

Phone: 22-734 95 48. Telex: 412 151 pax ch. Fax: 22-733 64 44, 





















































































Does the Glot Di a ] 
Have You | 


The Columbia Business School's Executive Program 
in International Management 


October 1-27 at Arden House, 
the University's mountaintop 
retreat north of New York C "ity. 


Facing the challenge of an increas- 
ingly complex and competitive global 
marketplace can seem overwhelming, 
unless you can solve the puzzle. This 
intensive 4-week course which draws 
executives from around the world, 
will give you the expertise you need 
to integrate marketing, finance, 
economics, people and politics 
And make the global business 
picture a lot less puzzling. 

For a brochure, return 
the coupon below or call 


(212) 854-3395, ext. 13. 


324 Uris Hall, Dept. B13 (212) 854-3395, ext. 13. — . k = 
Columbia University, NY. NY 10027 Telex: 271207 EXEC PROG UR FAX BREINE 
Please send information on Executive Program in International Management l 
Name ; 
fompinyi 


Address 
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. Get ready for 19921 le ar 
at the most renowned 


INSTITUT DE FRA NC 


€ The highest quality. teaching 

@ A high-level international student body: 

€ A cordial, hard- working atmosphere 

® French cuisine . : " 

€ À breathtaking s setting on the Riviera du 

@ A truly dedicated staff l o 
Daily 08.30-17.00 with 2 meals - 

For adults. 8 levels: Beginner Ito Ady iced IE 

Next 4-week immersion course starts 3 July and 7 August 1989 and all year 
INSTITUT DE FRANCAIS. EGS 

23 hv. Gón-Lederc, 06 VILLEFRANCHE/MER. T. 93 01 But 970.9898, Fk 93769217 






GRADU DUATE SCHOOL OF MANAGEMENT 


THE ADVANCED 
| EXECUTIVE PROGRAM 


l Competing i in a Global Environment 
Program Dire ctors: William G. Ouchi and jose de la Torre 


d July 8-20, 1990 on the UCLA campus 


UCLA Graduate School of Management presents a two-week 
lential program for experienced senior executives from around 

9e who have responsibility for initiating and im plementing : 
By Oi Pasa business unit. The program ae posses 
























DEPO tor bem MO gent te Le on MCN End 
secure in their Jobs or Professions. 

















o Mr the Habal corpentive C challenge ad ac hiev- 








ni sus inab oe advanta e x recognized for their ac nih 
pu ANC No | As you know industry. We will assist you in comple M dee 
X experience is still the without formal classes or seminars at pOuT 0 
best teacher. 





fe Ondidiqn: How to create a flexible organisation consistent 
NM strategic intent and environmental reality. — 






600 N Sepulveda Bivd, Los 


- For a brochure or further information please contact: Phone: 213/471-0306 


Dr Victor Tabbush, Associate Dean 
UCLA Graduate School of Management 
Los Angeles, California 90024 

— Tel: 213 825 2001 
Facsimile: 213-825-3340 












University 


END | SESS Sco 
cogo te Frar m 


Course Director: — Patrick Hodgson 
Associate Fellow 






Applications are invited from graduates with 
a good honours degree or equivalent to study for the 
MPhil or PhD research degree. | 

Preference will be given to those who wish to 
research in the broad area of innovation in financial 
services firms and financial markets. Ideally, 
applicants will have completed a taught master's 
degree, but trained specialists from the main 
functional areas of business are also encouraged to 
apply. 

The Schooli is able to provide effective 
research supervision including formal training in 
research methods. A limited number of bursaries 
are available to particularly well qualified applicants. 


This four-day programme is designed to provide senior 

executives with greater insights into the financial 
dimensions of strategy and the factors that lead to 
Strategic success. An intensive and highly interactive 
programme which provides an opportunity for a limited 
number of senior executives to share experience 
concerning the essential elements in the process of 
Successful il strategy formation. 










The. programme highlights the place of corporate finance 
- in the strategic decision process and defines the role of 
| financial measurement in strategic investment decisions. 








Price: £1600 +VAT- Residential 
s For further details apply to Kay Schippers 
.. Telephone: (0865) 735422 
UU Telex: 83147 attn TEMCOL 
Fax (0865) 736374 


Templeton College oe 
ái Oxford OXI 5NY 





Further details avetable iios Ms. Liz Taylor. 
Senior Admissions Officer, City University Business 
School, Frobisher Crescent, Barbican Centre, 
London EC2Y BHB. ae poong ot -920 0111 
Ext. 2234/ 2292. 






titute of Executive Education is a key element in the 
elong education and career development of today's 
oremost business leaders. The Wharton tradition is to 
j Move innovative senior management, executive and 
| d programs. 


gram information, please contact the Aresty Insti- 
Executive Education, The Wharton School of the 
f Pennsylvania, Philadelphia, PA 19104-6359. 
cess code 1.215.898.1776, ext. 711, FAX access 


TFL Pd FUG - £ 
ST ARTS OC l'OBER 1989 _ 

This programme enables investment professionals to acq 
afuller understanding of modern portfolio techniques. Th 
three terms cover (1) equity portfolio management (2) bo 
portfolio management, and (3) new financial instruments. 

Tuition on the Investment Management Programme 
given by Dr. Elroy Dimson and experienced members oft 
School's internationally renowned Institute of Finance. 


and Accounting. 
Dates: Tuesday evenings, 24 October 1989 — 5June 1990 ; 
Fee: £3,000 (dinner and all tuition materials inc luded) 


Enquiries and applications should be made to: Candida Niman, . 
London Business School, Sussex Place, Regent's Park, London. NWI14S 
Telephone: 01-262 5050 (ext. 400) Fax: 01-724 7875 


1.215. 386.4304. 


ECONSITIRB 


| — Please send me details of the IMP, 1989-90 
| Name 


PR eee eee OEM INE VULT 
(1531 05.1) esa Nett eee aint 
Address à M es 


Mergers and acquisitions. Exchange rate fluctuations. Access to Euro-financing. 
= These are common features of today's business and make finance a key strategic 
element. | 


_ That's why INSEAD has designed a two-week programme to help senior executives 
understand how finance affects the way the corporation works. 


FINANCE FOR EXECUTIVES 
24 September ~ 6 October 1989 11-23 March 1990 — 16-28 September 1990 
- This successful programme is now offered twice a year. lt gives you a general 


management view of finance in a truly international context — an outstanding 
multinational faculty and participants from all over the world. 


Topics include: Working capital analysis and management * Corporate strategy, 
financing and the value of the corporation * Financial evaluation of mergers and 
acquisitions * Foreign exchange risk management. 


For more information, return this advertisement with your business card. 
Michèle Baliteau, Rm E, 
77305 Fontainebleau Cedex, France 


33 607 7242 18. Telex: 690389 F Fax: + 33 1 60 72 42 42 




















An MBA with a unique 
perspective on Europe 


if you're taking a Master's in international business, why not take it in the 
heart of Europe? 

We offer an intensive, twelve-month, full-time programme, in English, 
to graduates with al least three years’ professional experience. 

Our faculty is drawn from ten different countries. 
-And our focation in the centre of Paris helps attract participants from 
^ .. allover the world. 

The melting pot that results will give you a new vision of Europe as a 
single entity. 
Just the perspective, in fact, that employers are crying out for. 















For further information contact: 






EMIB ADMISSIONS OFFICE, 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES 

108 BOULEVARD MALESHERBES, 

75017 PARIS 

TEL: 4754.65.00 (EXT 6796) 

TELEX: EAPFRAN 640611 - TELEFAX: 42.67.46.19 


EN? 










d 3 nan cial Se minar 
€ or Senior Managers 


managers experience a need to understand more fully 
omplexities of accounting and finance as they move 
0 more senior management positions. 
-This intensive five-day residential seminar has been 
igned to help managers, whatever their specific 
ertise, to understand and use financial information 
nore effectively in reviewing performance and making 
lecisions. 
...Jopics to be covered fall within two broad areas: 
‘inancial Accounting and Financial Statement Analysis, 
nd Corporate Finance. 
To find out more about the key benefits of attending 

this seminar please contact Yee-Liu Williams, Registrar, 

Financial Seminars, London Business School, Sussex Place, 


Regent's an London NW1 ASA, UK. Telephone 01-262 5050. 
ax 01-724 7875. Telex 27461 (LBS KOX G). 





"lease send me details of ‘Financial Seminar for Senior Managers’ 


e rn 68r rn nora ren! erm n shew mim eme itio una 


T —————————————————————————————————————— 




























q date: 14 July 1989. 





MANAGEMENT | 
TRAINING 


The British Management Training | 
Export Council represents most of q 
the leading management educa | . 
tion and training establishments | 

in Great Britain. The Council's - 
1989/90 brochure describes the 












TOTAL NATURAL IMMERSION 

















education and training provided | 

for industry, commerce and the 

public sector in the UK and with French participants fot 7 
worldwide by 36 member organ | intensive days in the DORDOGNE 
isations. 

Copies free of charge from: Cháteau LA VALOUZE 
BMTEC J. L. Letevre CIEL.BP.180 

| Keswick House, 3 Greenway | 


| London, Great Britain, N20 8EE 
Telephone: 01-445 5256 | 
| Telex: 24224 (ret. 3237) 

Fax: 01-446 9108 | 


24490 LA ROCHE CHALAIS, France —— 
Tol: 53.91 4428 e 







LONDON SE3 


OHAL urgently need experienced econometricians with a Ili 
primary degree or better, to join a team working on the most 
difficult problems facing marketing management. Competitive 
salary and stimulating environment. 


For more information telephone Callaghan OHerlihy on 
01-318 7321 or write with cv to 5 Lee Road, Blackheath, 
London SE3 9RD. 


OHAÍL-—Leaders in the Application of Econometrics and Software 
to More Profitable Markenng, Decisions .. 


ECONDMISTIEFEREEEAN 


The Queen's University d 

of Belfast The firm's Mayfair-based Research 
TEMPORARY LECTURESHIP IN Department requires an Economist/ 
ECONOMICS Statistician with experience relevant to 


. .its wide range of property-related work. 
The vacancy is a two-year appointment uini dui 


for an economist with active research Attractive terms and excellent pros- 
interests and ability to teach main-  Pects are offered to candidates of suffi- 
stream economic principles. An ability cient calibre. . 

to teach quantitative methods and the Contact: Penny Youard, Department 
possession of some teaching experi- Secretary, Grimley J. R. Eve, 11 Hill 
ence would be an advantage. Informal — Street, London Wik 7FB. Tel: 01-895 
enquiries may be made from Professor — 1515. 

J. E. Spencer (tel: 0232 245133, ext 
3289). | eek 
Salary scale: £9,816-£12,381. (mins PUBLICATIONS 
mum at 27 or over) £15,372, initial. "mmm 

placing depending on age and 
experience. 


Further particulars (please quote ref. 

89/E) may be obtained from the Per- 
sonnel Officer, The Queen's University | 
of Belfast, Northern ireland BT7 1NN, 
tel: 0232 245133, ext 3044 or Fax: | 
0232 247895. The University is ài 
Equal Opportunity Employer. Closing 














ofessiona elon knowledge. 1 


? L ‘I. Dobie, 25 Broom - 












PPOINTMENTS 











f Economics 

ult of the success of the 
tys recently launched parn- 
me MBA Degree, applications are 
Ow invited from suitably qualified and 
experienced persons for a lectureship 
in Management within the Department 






























"sess an appropriate academic qualiti- 
cation (preferably an MBA) and signifi- 
ant — management experience. 
reference will be given to candidates 

ith an interest in Organisational 





iccessful candidate will be asked 
mence his appointment as soon 






f Economics. Applicants should pos- 


aoe 1. P. SULLIVAN 
ANAGEMENT OF URBAN INFRASTRUCTURE PROGRAMMES 
“We are currently heavily involved in the management and coordination of major 
urban infrastructure investment programmes. 
_ Over the next few months we expect to make up to 10 new appointments at Team 
Leader and Senior Engineer level for long-term posts in Asia, Successful candidates 
— will be required to operate af senior levels in Central, Provincial and Local 
4. Government. We are seeking staff with a general understanding of urban 


E development and a flexible attitude to assignments. The specific appointments will 
require expertise in transportation engineering. water distribution, sanitary engl- 


as possible. Salary will be at an appro- 
priate point on the Lectureship Grade A 
scale £10,458-£15,372 or Grade B 
scale £16,014-£20.469 per annum. Po- 
tential candidates wishing to make in- 
formal contact with the Department are 
invited to contact the Head of Depart- 
ment, Mr C. D. Rogers (tel: 0382 
23181, ext 4380}. 


Further particulars from, and applica- 
tions in writing with CV (six copies or, if 
posted overseas, one copy in a format 
suitable for photocopying) and the 
names and addresses of three referees 
to the Personnel Office, The University, 
Dundee DD1 4HN. Please quote refer- 
ence. EST/24/89/E. Closing date: 
Friday, 1 September 1989. 


neering and neighbourhood development. Candidates must be suitably qualified, 
. computer literate and be well motivated under difficult conditions. Only those with 

appropriate Third World urban experience need apply. 

For Team Leader positions, first degree qualifications in engineering, planning. 


finance or economics are required. 


Please write (with full CV) to Brian Ellis, T. P. O'Sullivan, 39 The Green, Banbury, 
A Oxfordshire OX16 9AE. Fax: 0295 61737, Please give the names of two referees, who 
E will be contacted before an interview is offered. 


KUWAIT INSTITUTE 





FOR SCIENTIFIC RESEARCH 


Kuwait Institute for Scientific Research (KISR) is a non-profit 


organisation with a staff of more than one thousand employees 
engaged in applied research in the fields of environmental and 
earth sciences; water resources; food resources; engineering; 
| petroleum, petrochemicals and materials and techno-economics. 


| KISR has a vacancy for an: 


ECONOMIST 


e. Major Duties: 


Work involves development of new research projects along 
with eee research activities. Research projects gener- 


ally deal wit 


various aspects of the Kuwaiti economy or with 


regional issues pertaining to the Gulf Cooperation Council. 


. Qualifications: 
Applicants should have a PhD in any area of economics such 


as econometrics, development, 


macroeconomics, micro, 


labour, industrial organisation and public finance. 


| .KISR offers attractive tax free salaries commensurate with 
qualifications and experience and generous benefits that include 
gratuity, free furnished air-conditioned accommodation, schoo! 
tuition fees for children, contribution to a savings plan, six weeks 
annual paid vacation, air tickets, free medical care and life 


insurance. 


interested applicants are requested to send their curriculum vitae 
with supporting information not later than one month from the date 


bo a ot this publication, to: 


Director General 
T Siwan Institute for Scientific Research 
| PO Box 24885 Safat 
13109 Safat - KUWAIT 





Bewerber (innen), deren. Muttersprache nicht Deutsch ist, snena 







Im Institut für Weltwirtschaft an der Universitat Kiel ist die 
Leitung der Forschungsabteilung | 
"Wachstum und Strukturpolitik” | 


neu zu besetzen. 
Verlangt werden solide Kenntnisse der Wachstums-, Allokation 
auflenwirtschaftstheorie, ihrer wirtschaftspolitischen Anwendur 

Strukturpolitik sowie eir gehende Erfahrungen in der empirischen A 
der Wachstums- und Strukturwandlungsprozesse in den Industrie 
Bewerber (innen) müssen auf diesen Gebieten wissenschaftlich ausgewi 
und befähigt sein, Mitarbeiter zu motivieren und anzuleiten. 5 
auferdem Organisationstalent und gute Englischkenntnisse 
















Kenntnisse der deutschen Sprache verfügen. 

Die Douerung der Stelle entspricht den Anforderungen und ist 
chend den persónlichen Voraussetzungen des Bewerbers variabel 0 
Wir würden es begrifen, wenn sich durch diese Ausschreibung | Fr 
besonders angesprochen fühlten. 

Schwerbehinderten wird bei glei het Eignung der Vorzug gegeben. 


Ausführliche Bewerbungen: mit den üblichen Uterlagen sin 
zum 25.08.1989 zu richten an den : 


Prásidenten d stituts für Weltwirtschaft 



































AMEC pic, the major UK consueti and engineering group, requires 
an analyst/adviser to work as part of a small strategic M team 
which reports directly to the Chairman, — 


The teams activities include: 
€ Analysis of the market position of poe as companies and of the gron 


| ‘Markets including detailed analysis gd 
| gece acquisitions 

o Praia of medun and long term strategy submissions for t 

group main board, together with recommendations for implementati 

€ Drafting of presentations, group statements and similar material 

€ Participation in specific group projects and initiatives — 


The candidate should have a good first degree and possibly an MBA 
similar, with some direct commercial/industrial experience. — 
Neither qualifications nor experience need relate directly to the 
construction industry. 


The main requirements are a strong research and analytical capat 
reinforced by good communication skills and the ability to prepa 
presentations and submissions to an extremely high standard. The 

candidate should be able to absorb new subjects quickly and thorou 

„and have the confidence and flexibility to make àn innovative contrib | 


The position is based at the groups headquarters in Cheshire but 
candidates must be prepared to travel widely both in the UK : 
"and Overseas. 


Attractive employment package including company car. 


Please reply to B. Clayton, Group Personnel Manager, AMEC PLC 
Sandiway House, Hartford, NORTHWICH, Cheshire, CW8 2YA 


We are an Equal Opportunities Employer. 

















AMEC 


niversity of Exeter 

ECTURESHIP 
N m 
:ONOMETRICS 


cations are invited for the | 


Ove post in the Department of 


onomics available from 1 Sep- | 


ber, 1989, or as soon as 


e thereafter, for an initial | 


J of three. years. 


B Department is seeking a 
on- able. to contribute to 
g and research in eco- 
nics. or econometrics. Other 


yortunities exist in economics, | 


9, financial economics/finance 
and investment, 


Salary will be on the Lecturer 
Scale, Grade A £10,458-£15,372 
per annum, or Grade B £16,014- 
£20,469 per annum, according to 
| age and experience. 


'urther particulars available | = 


rom the Personnel Office, 
Jniversity of Exeter, Exeter 
EX4 4QJ, or by telephoning 
0392-263100 
uoting reference no. 3634. 
| losing date 24 July, 1989. 


ic Federal 


ind Livestock P ucts Mar- 


eting and Grading Depart- | — 
ment (DALPMG) of Pakistan 1 > 


A ricultural Marketing. 


“Information Expert 


O assess the present Agri- 


‘ultural Marketing Informa- | 


ion System and implement 
improved. system. The 
signment is for a duration 


24 months and is part of a | 


f Fruit and Vegetable 
ng Project, funded 
Asian Development 
andidates must have 


equate qualifications and 
jerience in agricultural | 
keting information sys- - 
ms, strong analytical and | 
mmunication skill and be | 


ent in English. Duty sta- 
n is Karachi, Pakistan. 
petitive 
benefits are offered. 


pplicants should write in | 
nfidence enclosing full | 
iculum vitae and refer- |. 
es to: Agricultural and | - 
stock Marketing Advis- 
-AM, 4th Floor, Jamil | 
ambers Saddar, Karachi, | 
7th August 1989 with I 





py to Manager AWI, 
DB, 7D ) Box X 789, Manila. 





(Ansaphone), 


Asneultunl 


| |Sales «Operating Leases | 
Insurance «Support Package | 
Management & Crewing 


EXECUTIVE JET 
[CENTRE HEATHROW 
















BUSINESS 


AIRCRA 





= Ne Harrison 
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LONDON 


CDC is a British Statutory Corporation which has over £1Bn invested 
in public and private sector projects in over 50 developing countries. 

To be based in our new offices in SW1 we are are now seeking a 
Senior Engineer to undertake engineering appraisals of potential CDC 
projects, and audits of existing projects (primarily in the industrial and 
agroindustrial sectors). This is a vital senior appointment with 
responsibilities to include feasibility studies, appraisal and engineering 
audit reports and selection and control of external specialist consultants. 
Obviously a considerable amount of overseas travel will be required, 
usually in the tropics. 

You will be a graduate engineer, have corporate membership of at 
least one of the major appropriate engineering institutions and have 
significant experience in cost estimating and project management in the 
industries of the developing world. You will also have good written and 
verbal communication skills. Knowledge of French, Spanish or 
Portuguese would be advantageous. 






















To apply please send 
your full curriculum 


Commonwealth Development (Corporation 





| European Air Charter Limited | 
Executive Helicopter & Acroplane 
Charter Brokerage Services 
Tel: 01-332 1876. 
Telex: 9312130751 EC G. 
Fax: 01-948 7410 


Obtain US immigration through pur- 

chase of secured and well-rewarding | 
real estate or opening of American | 
branch companies, etc. ALL MATTERS | 
HANDLED BY A LICENSED US ATTOR- | 
NEY/PhD ECONOMIST. | 










ney-at-Law, PO Box 70302, Washing- | 







7269. Fax: (301) 983-3428. 





Contact: Edward P. Gallagher, Alior- | 
ton, DC 20088 USA. Tel: (301) 299- | 





vitae to lan Gill, 
One Bessborough 
Gardens, London 
SWIV 2JQ. 








RETIRE/RELOCATE 10 FRANCE 


| Resident English Consultants offer a | 
selection of elegant properties in 
| Normandy/Brittany, 


| Details from Lewin Phillips & Co | 
Lid, 10 Rue des Chateaux, 53190 | 
Fougerolles du Plessis, tle-et-Vi- 
| laine, France. Tek 010 33 
| 43055456. 








| SOUTH KENSINGTON APARTMENTS 
Tet: 01-244 6966 Fax 01-244 8214 
2S Telex 27322 








+ TRANSLATORS 
(Competition COM/LA/679) 


Nature of duties: Translation into English of texts relating 
to the various sectors of Commission activity, notably 

rj economics; © law; CD science and technology. 

Age limit: Born after 8 September 1953. 

Qualifications: University degree. | 
Experience: at least two years' experience in the field of 
languages, and/or in one or more of the sectors of 


Commission activity. 





XXe OF 











ITALY 
CASTLES IN THE SKY 
or villas in the vineyard. The best chy or country 
| rentals all over ITALY, American specialist based in 

ROME will help design the perfect holiday. 
Via Crispi 64, 00187 Rome, Haly 
(011-39-6) 474-6439 
in US 201/783-8825 or 201/226-5075 


LONDON 
South Kensington 


| Luxury fully furnished one and two. bed 
Bats iei quiet cul-de-sac off Queens Gate, 
| Resident manager, direct dial telephones, 
video security and colour FY. Weekly 
| rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184, FAX 
01-225 0280. TELEX 893095. 


AIRCRAFT 
MAINTENANCE 


| Capacity available, leading facilities, civil 
| and military. Overhaul, refitting and re- 
pairs of large aircraft, including Boeing 
| safety checks. Procurement agents 
weicome. 


| Reply Box No. 3665, The Economist 
Newspaper Lid, 25 St James's Street, 
London SW1A 1HG. 


OFFSHORE 
COMPANIES 




















- OÈ FULLNOMINEE, MANAGEMENT, 
s. ACCOUNTING AND ADMIN 
















“|. EOR AN EXPLANATORY 
SCUSSION AND BROCHURE CALL 
- COLIN FOSTER 














Bera 
ERES NR 
"ade Kor SL ^p^ 
ERST ADR NERA 
NIGHTS 


is organizing two open competitions based on tests to recru 


TRANSLATORS ana ASSISTANT TRANSLATORS 


male/female 


ENGLISH MOTHER « MAIN TONGUE 





| Applicants must be nationals of one of the 12 Member States of the European Community. 
Knowledge of languages: Candidates must have a perfect command of English and a thorough knowledge of French 
or German and of one other official language of the European Communities (including French or German). 
Place of employment: Brussels, Luxembourg or any other place of Commission activity. 
The Commission is an equal opportunities employer. 

Applications must be made on the official application form which, together with the notice of competition 
can be obtained by writing, preferably on a postcard, to: Commission of the European Communities, 
Press and information Offices: 8 Storey's Gate, London SW1 P 3AT - 4 Cathedrai Road, Cardiff CF1 95G - 

Windsor House, 9/15 Bedford Street, Belfast BT2 7EG - 7 Alva Street, Edinburgh EH2 4PH. 
Please quote the number of the competition COM/LA/679 or COM/LA/680. 
- Closing date for submission of applications: 8 September 1989. 


: Kok e e e eoe oe oe oe oe oe oe oc oe oec o oe oe ofc oe oe oe oe oe oco oe oos oc ok ok ose ox x x i 


















OPE 






ASSISTANT TRANSLATORS 
(Competition COM/LA/680) 

Nature of duties: Translation into English of texts relating 
to the various sectors of Commission activity. 

Age limit: Born after 8 September 1956. 

Qualifications: University degree obtained after 

23 June 1986. 

Experience: no experience required. 
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US REAL ESTATE 
CONSULTANT 
tin Florida since 1979) will assist you in your US 
real estate ventures, We can give you the edge with 
INFORMATION. Fiduciary and Coming: Ser 
| vices, Evaluation, Analyses, Financing, joint Ven | 
tures, Tax Planning, immigration, Workouts. | 


SWISS CONSULTANT GROUP (USA) INC 
Tampa, Florida 
Fax: 1813 254 bois tor free brochure 





LEGAL DRAFTSMAN 
| Legal draftsman with international expe 
| rience available for short assignment an^ 
any country whose legal system sten 
from the English Common Law. — 
| Write to: Box 91, The Economist N 
| per Ltd, 10 Rockefeller Plaza, New Y 
| NY 10020, USA. le 





































MBAMMIRRUARIMBUANORAMUKARERIRRRARMIMUAM ARR CHROME 


VISITING | CHARING 


LONDON? . EAE. 
| Forget hotels | d BORED MEETING 
! Self catering apartments, fully |. IN TOWN? 
| serviced, T. V., te sphone, telex, The perfect location for board and 
| — | management meetings 
Bi Magnificent 54 acre estate: 
BEI over unbroken Cotswold coun 
E; Combine the traditional h 
II medieval manor house 
highest standards of hotel kee 
Fine cuisine, impressive cellar, | 
fires, 4-poster beds. 
For colour brochure: 
Charingworth Manor, 


| |. SERVICED NES 4 
koi LTD | Gloucestershire GLS5 ENS. 
oy? 


per 





fax, short or long rental 





; 3 
boolung servi 


tel: 01-835 1144 
fax: 01-373 9693 





Tet (038 678) 555 
Telex: 333444 CHARMA G 


———Á QM 












PASSPORT/DR LICENCES. Any 
ntry, various reports on how to 
them. INI, 26 Kieomenous, Ath- 
0675, Greece. 


we 














ENLEY'S FORMULAS BOOK, 808 
dustrial, research, science, etc. 
B9 via airmail. Burke Assoc., Books, 








NTED. Fine wine and port syndi- 
ate members. Tax free (UK). Huge 

lit potential. Call 0747 54315 (UK) 
"ax ~ 53810 (UK) and ask for Mr 


















d Fegaration of npp (by 


Tee details. Overseas Employment 
Services, vd EC, PO Box 460, Town 













BLAIR HOUSE HOTEL, 34 Draycott 
Place; London SW3 2SA. Tel: 01-581 
2323/Fax: 01-823 7752. Pleasant 
rooms with or without private bathroom. 
Single from £35, Double from £50. 
Three. minutes from Sloane Square, 
Harrods, Hyde Park nearby. 


E Debrett 


May. we trace your ancestors? 
“Debret have traced the ancestry of thou- 
“sands of families from. commoners to 
“kings, worldwide. Send known details for 
free feasibility advice and leaflet to: 
Debrett Ancestry Research Lid, Dept EN, 
PO Box 7, Alresiord, 
Hampshire SO24 GEN, England 

Tel: (0962) 732676 


UK IMMIGRATION 
Do you need sound advice on UK Immigration 
8? If so, come to the Professionals. 


ormer. senior officials of the UK immigration 
$ available to advise on every type of 
.Assistance is given with all proce- 
uding business Cases, work permits 











































Copier Harrison &. Co. ~~ 318, 
‘House, 10 a al 
„Tet: 01-222 8866 


WHEN PRESENTED WITH A BUSINESS CAI 


248, Manchester, MA 01944, USA. 


AUTHORS 


SMITH: Scotch European. 















4215-217 Oxford St London WIR 1AH | 





EMPLOYMENT opportunities world- 
wide. All levels, all disciplines. . Ultra- 
rapid service. Intel, Dept A, Duke 
House, 33 Waterloo Street, Hove BN3 
1AN, England. 





SEASONED OVERSEAS EXECUTIVE 
presently in London, seeks. commis- 
sion. Box 3662, The Economist News- 
paper Lid, 25 St James's Street, 
London SWIA 1HG. 





invited to submit 
manuscripts, all types (including po- 
ems), for book publication. Heasonable 
terms. Stockwell, Dept 75, Ilfracombe, 
Devon, UK (Est 1898). 





SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR. 





FOREST RETREAT. 67 heavily wooded 
acres includes an 11-acre private lake. 
$52,000. Future Real Estate, PO Box 
325, Laona, WI 54541, USA. Tel: 715- 
674-2615. 





HOME STUDY COURSE in economics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—small charge for materials. Write 
Henry George Institute, 121 E 30th 
Street, New York, NY 10016, USA. 











US HOUSING 
EXPORTS 


| New homes, wall panels, components 

and appliances, shipped to your 

location. 

Call or write for free brochure, North- 

ern Counties, Rt 50 West, PO Box 97, 
CERNI VA 22176. Telephone 703 





Sarah Hodge Recruitment Consultants 
Need a Top Secretary? 
Call (01)434-0030 





THERE'S ONLY ONE GIN 
FOR THE WELL-INFORMED. 
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CHARTERED ACCOUNTANT, London 
based, undertakes business consult- 
ancy, projects, assignments, etc. Tele- 
phone Mr David Powell on 01 “363 
0808. 


SWISS/Dutch SERPENS seeks to gain 
M&A experience as an assistant. 
Pigase contact Charles Pahud. Fax: 
Brussels 2174297. 





















































OBSERVATORY SELLING SKILLS 


HOUSE HOTEL | 
37 Hornton Street, Kensington, For high value, complex services: 
London W8 7NR consultancy, technology, research 


Tet: 01-937 1 577/6353 
Fax:938 3585. Tix: 914972 cya G 
Single £49.90/Double £69. 
inclusive of VAT and English tie 


etc, Individual and group coaching. 
intensive, professional, ethical and 
| powerful. 







i London's J wail ent for Olymp Shop. Kendall-Sleath 
area. woned mpia a MERE | 












GR CR. eR IO 751071. 












One of Canada’s largest investment idm offers bank or first mortgage 
guaranteed investments in the Investor-immigrant Program. | 


We are june in the field of Investor-immigration in Canada. Confidentiality is 
assur en 
SEE ee scoe; 489... 
Telephone 514/879-5576 | Fax 514/879-1015 
514/879-3652 
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JAPAN, HOW DO YOU AVOID SHOWING DISRESPECT? 





The Economist Guide to Japan i is aimed specifically at business and other 

frequent travellers. It provides a wealth of information about how business works 
in Japan as well as incisive briefings on the economy, politics and g government and 
lapanese society. | 


Price: £13.95 UK; £17.50 Rest of World. 


For more informoatien or ti order The Economist Guides, pleisw cdi ino The 7 
Economist Shop at 23a St famosa Street, Londen SWIA HIG ar contaci Joanne 7 
Osborne at The Economist Pobhications Limited: 44 Duke Street, London xm iow 
Eek 01-499 2278: Facomile: 01-499 9767. | 
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OMIC AND FINANCIAL INDICATORS i 


: . Japan 's industrial rodicio soared by 9.8% in ‘the year to May, its fastest rate of 
year. In the same monn sapan s unemployment rate nh up to 2. 496, but was still 


GNP/GDP retail sales [volume] unemployment 9o rate 
3 mthst 1 year 3 mthst latest year ago 


Fie |S ie iF 


Hei e OL Nu se 


p. "PRICES AND WAGES Japan's consumer-price inflation quickened to 2.996 in the year to May, up 
| from 2.4% in April. West Germany's annual inflation rate fell to 2.7% in June, while Italy's crept up 
|| to 6.9%. Canada's wholesale-price inflation rate fell to 2.8% in the year to May. Swedish wages 
.j. rose by 3.9% in the year to April, equivalent to a real pay cut of 2.3% after allowing for inflation. 
1. Dutch wages climbed 1.1% in the year to May—a real pay rise of just 0.1%. 

| *& change at annual rate | 

wages/earningst 

3 mthst 


p Hourly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, fonthiy earnings for af employees, * * New series, 


B GROWTH The Eco now expects the GDPS [77777 "OPE ANC 
| of industrial countries to grow by an average | GNP/GDP % change on previous year 
| of 31?6 in 1989 in real terms (ie, adjusted |- : LEN 

|. for inflation). That is down slightly from 


- |. 1988, when industrial economies shook off 


the effects of the October 1987 stockmarket 
crash and grew by an unexpectedly buoyant 
4.2%. The OECD predicts that all the 67 
- economies will grow more slowly this year, 
- as tighter policies begin to bite. But Japan is 
- still expected to grow by a hefty 4396 (down 
: from 5.7% in 1988). The American, West 
: German and French economies are all ex- 
; pec to grow by 3% in 1989. Ireland has 

vered from a bad 1988 and is set to 


Coffee m d t 

week, when the Internati 
al Coffee Agreement collapsed and exp 
quotas were suspended. Quotas have | 
in force almost continuously since the 1960: 
to help regulate supplies and prices to the 
member countries of the pact. Prices ha 
been below the support level of 120 cent: 
pound since 1987. This week prices dropp 
1096 to below 90 cents a pound, an e 
year low. The market free-for-all is likely 
bring additional supplies of mild ara 
Coffee onto the market and force the price 
robusta coffee still lower. African producer 
are most at risk: coffee accounts for ove 
80% of exports in Rwanda and Burund 
compared with just 696 of Brazil's 


1985— 100 
Jun 27 Jul 4t 


Dollar index 
Ali items 


SDR index 
Ail itoms 


Natt 
Metals — m TUM es —- 
Gold | 
$peroz — 376.00 376.26 + 30 
Crude oil North Sea Brent 
$ per barrel 18.15 


1 Provisional tt Non-food Re 


os 
5a e 












EL GOVERNMENT BONDS  Dollar-based 
ond investors lost money during the first 
alf of 1989 if they invested outside North 
merica. Thanks to falling interest rates 
ed by the dollar's strength), American 
overnment bonds gave investors a total 
turn (ie, interest plus capital gain) of 
45%. The Canadian government's anti- 
flationary resolve helped to ensure that its 
nds offered almost as high a return during 
ie first half— 11.296 for American investors 
nd 11.796 for locals. Switzerland and 
apan offered the worst returns. The Swiss 
anc's weakness meant that dollar-based 
ivestors in Swiss government bonds lost 
6.096; local investors lost 6.296. Buyers of 
apanese government bonds, a good bet in 
years of the rising yen, fared little better, 
ianks to the weakened yen and to capital 
)sses caused by the increase in Japan's 
iscount rate in May—its first rise since 
980. French bonds offered a better return 
an D-mark bonds. 











months 
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WORLD BOURSES Wall Street fell 2.996 on falling company profits and fears of recession. Political 
worries left Tokyo down 3.1%. Strikes and worries about higher interest rates unsettled London, 
which fell 1.596. Hongkong recovered its poise and rose 3.876, the week's best performance. 























Stock price indices % Change on 
Jul 4 1989 one one record 31/12/88 

high low week year high in local in $ 
* July 3 currency terms 
Australia (5046 15837 1429 — — 03 = 43  -347 +12  -93 
Belgium - 6167.3 61673 55193 - 08 +231 nl 4108 *27t - 
Canada 3756.4 3806.1] 33505 - -06 + 84  - 87 +108 109 
France 4800 493010 — 4179 - 14 4322  —22  *155 573 . 
W.Germany 1864.0 18640 — 15057 ^ 19 4257  -182 4128 + 42 
Hollands 1937 1974 1667 — 17 +237  - 31 4168 +81 — 
Hongkong  — 23167 33096 200386 +38 — - 136 — —413 ~138 ~137  — 
lay — 6492 6520 5775 404 34270  -—285 4101 * 34 
Japan 331904 342668 301838  — 34 *204  —31 *101 — 28 
Singapore — 13038 — 13153 10307 +09 +190  ~134 4255 244 
South Africa — 26210 2635.0 19610 -04 4 567 ~ 05 4341 42770 .— 
Spain —— 3068 3159 2686 - 13 - 16  -—57 4118 +43 
Sweden 4186.1 42194 33339  - 01 4 404  -— 0B 4216 4137 
Switzerland — 7557 7557 € 6131 -+ $20 +375 nl +252 4142 
UK O — 21744 : 220904 17828 — 15 — 4 12  -110 1213 +64 
USA — 24508' 25319 21446 -29 ^ 136 ^ — 99 191 HBI ^ 

"tConverted at financial rate 


MEO — —————————————————————————————M— 


MONEY AND INTEREST RATES The annual rate of growth of both measures of Britain's money 


supply accelerated in May: narrow M1 rose by 10.9%, broad m3 by 21.6%. American government- 
bond yields eased. Dutch banks raised their prime-lending rates by half a point. 








Money supply — interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad} Overnight 3 months Prime Deposits Gov't Corporate re det Bonds 

[M1] lending 3months long-term 
Australia + 74 +222 a 16.90 1807 _ Se AR Wu PE UR 
Belgium +17 +39 « 875 850 10.75 844 6842 841 863 868 
Canada +71 +118 my 1250 1220 1350 1220 949 1023 1181 1126 
France +65 +80 ww 963 938 960 950 873 918 944 9.27 
W. Germany + 70 +62 700 7.05 850 642 700 — 700 . 694 674 
Holland +39 +125 4 694 710 975 710 710 770 7.19 751 
Mal 8 +78 +64 oe 1250 1300 1400 na 1142 1181 1200 1067 
Japan +74 +102 aw 506 460 488 204 539 528 544 541 
Spain +174 — 120 may 1546 1530 1550 7.50 1341 1452 1363 na 
Sweden — na +74 » 1185 1190 1250 1176 1134 1199 1156 1119 - 
Switzerland — 73 + 57 » 7507 775" 8507 6507 5127 569 738 852. 
UK — — 4109 +216 my 1200 1400 15.00 1394 996 1135 1400 1105 
USA +03 +42 my 944 910  — 1100 906 805 915 919 893 
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Other key rates in London 3-mth Treasury Bilis 13.5%, 7-day Interbank 13.8%, clearing banks’ 7-day notice 4.0%. Eurodol... 
rates (Libor): 3 mths 9.2%, 6 mths 8.996. 
1M2 excep! Australia, Canada, France, Spain, Switzerland, USA, UK, W. Germany M3, Japan M2 plus CDs. Definitions of interest rates quoted idis request. 


Sources. Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 


ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks. $New series. *"last week's rates. 


ll rrr cnt M M Ae 
RADE, EXCHANGE RATES AND RESERVES In the year to May, Japan's visible-trade surplus edged down by $1.5 billion, to $93.3 billion; its monthly 
urplus fell to $5.1 billion, down from $8.1 billion in April. Also in the year to May, Japan's current-account surplus fell to $74.6 billion. France's 12- 
nth trade deficit climbed to $6.3 billion in May, up from April's $5.4 billion. Holland's 12-month current-account surplus rose to $6.3 billion in the 
rst quarter. In trade-weighted terms the dollar fell by 0.696 on the week; the yen lost 1.696, the D-mark gained 0.496, while sterling rose 0.696. 


trade balanced current- trade-weightedt+ currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 


latest year ago 
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ae ‘Experimental (LHX) lun also includes an over-the- horizon, high ciae hip communic it 
a : radio with an — a The —— has a number of radio — that can ad n 3 










. Siim pros danona islands c ona asiko substrate at R below 200 s. 
This overcomes a €— — to diamond- i "— nam ely tel lack ofa a 













..— actual test data, Hughes (9 i hed a set of wiles and e yeso fora an eut wd 
m Coldfinger. It correctly detected and located six types of problems in an infrared sensor c 
.. detector elements and complex processing electronics. One set of defects took a human 
"minutes to define, but was identified by Coldfinger in just two minutes. Hughes is also 
I systems for autonomous land and underwater vehicles, and diagnostic cnn 
iufacturing operations. En 








jrmation write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 
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drivers talk with each other, so they can stay out of jams. 

A combination of services that keeps their customers 
om wanting to hit the road. 

The NYNEX family of companies would like to work 
with you, too. We offer you everything from NYNEX mobile 
phone service, to the computer systems of the NYNEX Business 
Centers, to the advanced network services of our two telephone 
companies. Call us at 1 900 535-1535. 

When you see the many ways the answer is NYNEX, 
we think you'll Find it quite moving. 


Need to communicate? Need to compute? The answer 1s 


age 
© 1989 NYNEX Corporation 





In the centre of Bangkok’s 
busy business district, the 
Regent’s green terraces cut a 
path of serenity and peace of 
mind. Each stay refreshes the 
outlook and revives the senses. 


the 


CTL 
A REGENT ® INTERNATIONAL HOTEL 





AUCKLAND. BANGKOK. BEVERLY HILLS. CHIC AGO. FIJI. HONG KONG. KUALA LUMPUR. MELBOURNE. NEW YORK. SINGAPORE. SYDNEY. TAIPEI. 
BANGKOK: TEL (02) 251-6127, TLX 20004. HONG KONG 3-663361. SINGAPORE 737-3555. 
A member of TheJeading Hotels of th World 7 
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TOGETHER UNDER THE SUN 
A survey of the yen block 
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A: UPS We Handle Vital International Documents The Same Way You Do. 





For further information call Australia: UPS/Rohlig Express * Tel. 663-0774 Brunei: layapuri (B) Sdn. Bhd. * Tel. (673-2) 42401/43689 China, People's Republic of: 
UPS-Sinotrans* Tel. (86-1) 482-278/(86-21 213-862 Hong Kong: UPS Parcel Delivery Service LTD * Tel. (852) 3-7353535 Indonesia: UPS/PT Global * Tel. (62-21) 
380-3267 Japan: UPS- Yamato Express Service Co., Ltd * Tel. Ichikawa (0473 27-6121 Korea: UPS Korea Airfreight LTD * Tel. (82-2) 693-4419 Macau: United Parcel 
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4 by One. 


| landing over an important piece of work is more than a matter of business 


Its a matter of trust. 
The new UPS Worldwide Document Service will safely and swiftly deliver 
your vital documents to over 150 countries and territories. 
But however extensive our network may be, there is one thing we never forget 
That you will measure our success, and we will earn your trust, 

one delivery at a time 

Efficient collection. Electronic tracking. On-time delivery. 

All the way, we recognize that your document 


is as vital to our business as it is to yours 


Vai. 


(R) 


United Parcel Service 


As sure as taking it there yourself. 


Service * Tel. 3-345402 Malaysia: United Parcel Service (M) SDN BHD * Tel. (60-3) 255-2566 New Zealand: UPS/Fli-Way Transport * Tel 


542-5151 Taiwan: UPS International Inc /Taiwan Branch * Tel. (88-62) 597-5998 Thailand: UPS Parcel Delivery Service LTD * Tel 
® Trademark and service mark of United Parcel Service of America. Inc., of USA 





64-9) 275-3050 Papua 


New Guinea: RLC Air Cargo * Tel. (67-5) 25-1511 Philippines: Delbros Inc. * Tel. (632) 8321565-69 Singapore: United Parcel Service Singapore PTE LTD * Tel. (65) 
662) 511-4881, 511-2190, 513-4614 


A RARE PUBLIC MOMENT IN A LONG 
PRIVATE STRUGGLE. A MOMENT OF RECOGNITION OF RESOLVE TO 
REACH FOR MORE. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS. 


J P "s T " 
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OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
AT THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 


() 
OMEGA 
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| EUROPE'S MONARCHIES THE YEN BLOCK 
9 Vivent los rois - 52 Together in the sun. A survey 
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Japan' S worried: án, an 
women, page 25. The Liberal 
| Democrats’ challengers, page 26. 


| The LBO hits Europe 


A $21 billion bid for BAT n 
| tries, page 59. Managers’ brie 
| on financial restructuring, 


pages 68-69. - 
AIDS in the Bronx 


nee to the crack houses, 
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.41 Bankers learn that smiles mean money 
72 Bulgaria's problem borrowing 
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Sunshine togeth 


Japan's new plans for 
prosperity. A survey of 
block, after. Page. 3 
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ipud 3 99 Output, jobs, prices, commodities, bourses, in- 
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f on the em heavily in “Paying 
gr ranny" and "The cost of 
ving old” (June 3rd). Only 
sing mention is made of a 
ble) higher birth rate and 
ighly probable) technologi- 
advances which may do 
increase the productiv- 
f a smaller labour force. 
owever, what has become of 
uman dimension that bulks 
ill social questions? One 
: no more than express a 
of view that is valid today; 
-Į believe old folk in 2025 are 
ly to feel much the same as 
ir parents do now. 

is a statistically established 
t that today’s workers are 


day's. Tomorrow's will proba- 
y be better off again. Is it too 

h to ask them to give up 
some of their income so that so- 
al justice can be achieved for 
reir parents’ generation? (And 
do- remember that granny still 
pays taxes—at any rate in New 

iland.) 

urs is the generation which, 
ough crippling taxes, has 
mulcted for the purpose, 
alia, of ensuring that our 
ents received the sort of pen- 
that enabled them to live 
olerable comfort. Is it, then, 
asonable to ask that, in our 
. we should be at least no 
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reached my age in 2025 will then 
be asking. Let us hope that they 
will receive a less dusty answer 
than your comment, "Pity the 
less healthy", which is at best 
dismissive and at worst down- 
right brutal. 

Wellington, 

New Zealand PAULINE DAVIDSON 


SIR—1 find myself constantly ir- 
ritated by implications that 
pensionsers are supported by 
(and are therefore a burden on) 
the working population. No one 
ever mentions the vast infra- 
structure created by pension- 
ers—and those that went before 
them. How would it be, if, before 
becoming gainfully employed, 
workers had first to provide 
communications, transport, 
power; and all the works, build- 
ings and other constructions 
these necessitate; plus their own 
education and health care? 
State pensions are not pay- 
ments made "just because you 
are old’. They have been 
amassed over 40 years by the 
pensioners themselves paying a 
premium-——as they might have 
done through an insurance 


company. 


Berrick Salome, 


Oxfordshire A.H.R. DELENS 





Now add a little value 


SiR-—Your article on the Euro- 
pean food market ("Fat boys 
have more fun”, April 29th) 
missed some important points. 
First you say that the market 


$299*565 4446697 
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share of ‘consumer. depending 
(correct), but omit to say that 


there are huge differences in the. 


value of consumption per head. 
Do the Germans really eat twice 
as much food as the British? Of 
course not, but there is twice as 
much value added in that mar- 
ket—which the British and 
other lower-spending markets 
might develop in the 1990s. 
Second, you have too narrow 
a conception of added value. 
Calorific consumption may not 


grow, but the opportunities to 


add value will. Companies need 
to identify new, more imagina- 
tive opportunities than they do 
at present. The limits of imagina- 
tion are clearly very wide, as 
shown by the infamous Marks 
and Spencer half-baked potato 
(retailing at £1.20). 

ROBERT TYRRELL 


London The Henley Centre 





Jewish destinies 


Sir-——It is simply incorrect to say 
(“David Ben Trotsky’, June 
L?th) that “most Jews born in 
the late 1880s in the ‘Pale of 


Settlement’...had to choose 
between Bolshevism and 
Zionism.” 


Much more common choices 
of conduct and/or belief in- 
cluded traditional Talmudic Or- 
thodoxy, Hasidism, Bundism 
and emigration (particularly to 
the United States, Western Eu- 
rope and Argentina). 

By comparison, the numbers 
in the period before the first 
world war either making Aliyah 
(permanently emigrating to Pal- 
estine) or joining the Bolsheviks 
were minute. 

Larchmont, 


New York Paut Isaac 





Mohajirs 


Si&—Your article of June 3rd 
should indeed refer to Mohajirs 
rather than Mojahirs, as sug- 
gested by Mr R.B. Siddiai in his 
letter of June 17th. A Mohajir, 


however, is not a person who has 


performed the haj (pilgrimage) - 


to Mecca, but rather a person 
who performed the hijra (migra- 
tion) from India to Pakistan in 
1947, following the. example of 
the prophet Muhammed, who 
migrated from Mecca to Medina 
in 622. 


eee Huon GODDARD 


SiR—In your article 






“Bureau- 
cratic abuse" (May 27th) you 
state that iri, Italy’s state-owned 
holding company, has 417,000 
civil servants. This is not the 
case. The only civil servant is 
myself, because | am directly ap- 
pointed by the Italian 
government. 

All the other people working 
in the RI Group have the same 
status as those working in pri- 
vate companies. Otherwise in no 
way could we have reduced their 


numbers from 550,000 to 
415,000 since 1983. 

~ ROMANO PRODI 

Chairman 

Rome IRI Group 


maannainen inatin onnenn E 
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pet, “Bienen ^ with | a smile?" 
(May 20th) wasa delight. — 

‘As a consultant, | find that 
one can do rather well without a 
computer or copier machine, 
thanks to small businesses like 
Mail Boxes, Etc (the opposition 
to the bigger and supposedly bet- 

ter United States Postal Service). 

All this must surely help to 
prove a rule: that which nature 
wishes to destroy it first make? 
bigger. - 

But let me make one minor 
criticism: your headline, "Ego + 
ego = we go”, is wrong. Taken 
together, it adds up to "ggooee", 
the sound of a big sticky mess 
falling from on high as a big 


manager shakes it from his 
hands. — 
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PUBLICATIONS 
GUIDE TO MANAGEMENT 
BUY-OUTS 1989/1990 


The fifth edition of the UK's most 
prehensive guide to MBOs. 
Recognised. as the central work on the 
subject, it contains all the information 
the prospective buy-out team needs for 
Success. 
. its analysis of buy-out trends and 
Survey of financial institutions also 
make it essential reading for advisers, 
: financiers and other MBO professionals. 
Price including postage: UK & Europe £55; 
North America US$100;. Rest of World £62. 
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T ADDIS ABABA ETHIOPIA 
INTERNATIONAL LIVESTOCK CENTRE FOR AFRICA 


VACANCY INT/007/89 


POSITION 


is Appli sions are invited from outstanding scientists of proven leadership capacity, for the post of Deputy Directo: 
3 eneral (Research). This.is the most senior position in ILCA after the Director General. It is a post with the potential for 
making a considerable impact on livestock research and development in Africa. 


The Deputy Director General (Research) reports directly to the Director General and is responsible for the management 
-of a total of 50 professional research staff and 450 other staff at ILCA Headquarters and regional research sites. The 
~ annual budget of the Research Department is currently about $13 million. The position requires the incumbent to act for 
fe the Director General in his absence. 


-| The Deputy Director General (Research) is responsible for the direction and co-ordination of ILCA’s research - 
To programmes with particular reference to: 


A providing. intellectual and management leadership to ILCA research scientists; 
= — ensuring that goals, objectives and ideals of the centre are properly communicated and understood; ae 
_— advising the Director General on policies and actions that will increase research efficiency and maintain an ER 
ls :ouraging professional vitality and high staff morale; HE 
o ent tingt the planning and implentation of research programmes together with co-ordinators of ILCA’s Research 2 
e co-ordinating the expansion of ILCA’s collaborative research programmes. 


QUALIFICA TIONS 


— A PhD c or P enüivalenti in livestock related research with a demonstrated ability in research management 
^ Aproven record of research achievements and publications. 
-— Fluency in English or French; good understanding of other languages highly desirable. 

— Ability to lead a team of scientists from different disciplines and nationalities. 

— Sensitivity to the national and regional priorities in livestock related research in sub-Saharan Africa. 


GENERAL 


, . The International Livestock Centre for Africa (ILCA), with headquarters in Addis Ababa, Ethiopia, is one "T the 13. 
^, international agricultural research organisations which are supported by the Consultative Group of International - 
. Agricultural Research (CGIAR). The Centre has research activities throughout sub-Saharan Africa and regional offices. r 

: Kenya, Nigeria, Niger and Mali. & 


ILCA's goal is to achieve measurable and sustainable increases in i output in sub-Saharan Africa, and its m 
activities are research, training and information. | 


With purpose-built offices and research facilities on a large landscaped site close to Addis Ababa's international airp 

the Centre's headquarters provide a secure and pleasant working environment, and sports and leisure facilities. 2; 

city, which enjoys pleasant weather throughout the year, has a large, diverse expatriate community and diplo 

| missions from more than 75 nations. It is also the seat of the Organization of African Unity (OAU) and the United 

-.]. tions Economic Commission for Africa (UNECA). There are several international schools covering American, Britis 
. French, German and Italian systems, among others. 


| Salary and related benefits of international staff are paid in US$, and will be in line with comparable. international 
organisations. Initial salary will be determined by qualifications and experience. _ 


| ` Applicants should send current Curriculum Vitae, recent salary history, names and addresses of three professi 
- |. referees and photocopies of supporting documents (not returnable) before 10th September, 1989 in confi dence to the 
te Personnel Manager, ILCA, PO Box 5689, Addis Ababa, Ethiopia. | 

2 PO Box 5689: Cable ILCAF/ADDIS ABABA. Tel: 31-32-15 
Telex: 21207 ILCA ET. Fax: 251.1.61.18.92 
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 . (Regents Park) — 
-o The International Planned Parenthood Federation is the 
. world's largest non-governmental organisation working in 


- consisting of voluntary associations in 125 nations 


issues is required. ! 

Please send full c.v. giving names of three referees to 

Michael Birch, Director, Personnel & Administration IPPF, 
| Regents College, Inner Circle, Regents Park, London NW1 

|  4NSby 21st July, 1989. 





Ona PLANNED PARENTHOOD FEDERATION 





for further growth for the Company. 


assistance will be available. 


Closing date 28th July 1989 — 





POWER FOR THE HEART OF BRITAIN 


Salary Range £22,645-£30,588 p.a. . 


_ the field of planned parenthood and related health services, 


yy / IPPF is an Equal Opportunities employer | grave Street, London SW1W ONW. Tel: 01-730 8171. 


BUSINESS PLANNING MANAGER 
Salary Negotiable in excess of £30K plus car 


Midlands Electricity is one of the largest and most successful electricity distributors in England and 
Wales. The planned privatisation of the Electricity Supply Industry offers new challenges and opportunities 





A challenge in a leading consulting 
firm for Power Industry Executives at AM 
the European /evel. MAU 


WEFA ENERGY 


SENIOR ENERGY CONSULTANT 
—EUROPEAN POWER SECTOR 


The WEFA Group (formerly Wharton Econometric Forecast- 
ing Associates) is a leading international consultancy firm with 
300 staff operating from 12 offices in Europe and North 
America. WEFA Energy, a division of the group, is the only 
European energy consultancy to offer dedicated services in 
all four downstream energy sectors—oil, gas, coal and power. 
Its activities are expanding rapidly, and it now seeks a senior 
consultant with some 5-10 years industry experience to 












spearhead its European Power Service. 


The position provides an outstanding opportunity for a talent- 
ed individual to develop a reputation. as an. expert in the 
European power scene and build up a consultancy practice in 
this area. ss | dg are pee er T: 


The individual sought will have a good degree in engineering 
and/or economics, a high degree of computer literacy, and an 
excellent track record within the power industry. 


A competitive salary and benefits will be paid in line with 
other leading consultancy firms. Please apply with full 
CV to Mr Graham Weale, WEFA Energy, 23 Lower Bel- 


To help meet the challenge of planning and developing our businesses, we are seeking a Business Planning - 
Manager to support the Board and the Executive in the development of business objectives and strategy. 
Specific tasks will include the preparation and review of medium term business plans and the 

co-ordination of the preparation of operating plans, targets and budgets. In addition, the postholder will 
provide support on other aspects of corporate affairs, including the monitoring of performance and the 
organisation and management of efficiency projects. 

The successful applicant will be a business planning professional with several years high level experience 

in a major company, qualified in business administration, economics or accountancy. This high profile 
appointment offers excellent prospects to candidates who combine creative business flair with first class 
analytical and communication skills, and who enjoy intellectual challenge and contact at Director level. 


An attractive package is associated with this key appointment and where appropriate relocation 


For more detailed information call our Recruitment Adviser David Phillips (Ref: DP 415) 

on 021-643 8234 (daytime) or 021-427 3275 (evenings and weekends). Alternatively, send a 
full c.v.to him at MSL Advertising, Centre City Tower, 7 Hill Street, Birmingham B5 4UA. 

We are an equal opportunities employer. — 























RECRUITMENT CONSULTANTS GROL 
3 London Wal Buildings, London Wall, Lorneciorn E Coia ESI 
Tel: 01- SEG 3585 or O1-S82 3576 

Mea Telex No. 887374 Fax No. 01-255 8501 

















$ An opportunity for career development in the torefrarit of economic. analysis. Scope exists to reach th 
x Board and to work overseas | 


: ATTRACTIVE SALA i 
LEADING FIRM OF INTERNATIONAL ECONOMICS CONSULTANTS. 


EB ese vacancies call for economists with a strong quantitative background in industrial organisation and competition policy 4 

n the financial sector. Candidates will have a good first degree, preferably with a postgraduate qualification, be between 2 

and 34 and have acquired at least three years sound practical experience working in a government department, academ 
institution, consultancy or major corporation. Working as part of a team, the successful candidate s responsibilities will Cover 

-number of projects for UK based and overseas clients, drawn from the legal, financial, corporate and other service sectors and 
utilising advanced analytical techniques. The ability to plan, organise and think creatively i is of key importance. Some trav 

| may be involved. Initial attractive salary and benefits negotiable but will include non-contributory pension, free life assurance 

|] free medical facility and assistance with removal expenses if necessary. Applications in strict confidence under referenc 
obo ME22499/E, will be forwarded unopened to our client, unless you list companies to which they should not be sentin a cov 

|. letter marked for the attention of the Security Manager: : E 


CAMPBELL-JOHNSTON (RECRUITMENT ADVERTISING) LIMITED, 
3 DIS WALL BUILDINGS, LONDON WALL, LONDON EC2M Ame 











| O'MELVE NY & MYERS INVITES APPLICATIONS F FOR 
.. $50,000 CENTENNIAL GRANT 


O'Melveny & Mon has announced it is now inviting applications for its fifth annual _ 
O'Melveny & Myers Centennial Grant on the topic of “The Internationalization of | 
American Business”. $ 


The grant of up to $50,000 is made annually in commemoration of the 100th 
anniversary of the firm's founding on January 2, 1885. The purpose of the grant is to. 
enable the recipient to undertake a thorough examination of an important aspect o 
the topic and to explore its ramifications for the interests of the United States and it: 
business and legal communities. It is expected that substantially full time for : 
-period of several months (up to one year) will be devoted to the effort of researcl 

. and production of a monograph, book or other appropriate project. 


a In addition to the principal grant of up to $50,000, O’Melveny & Myers will award 
grants of $1,000 to each of the top ten finalists in the selection process. 


Applications must be submitted by October 15, 1989. 


Application forms may be obtained by writing to Warren Christopher, O’Melveny & 
Myers, 400 South Hope Street, Los Angeles, California 9007 1-2899. 
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aps ay eem 
Managemen I Limited | 


has selected 
Morgan Stanley 
Trust Company 


in support of its internationol 
index products. 















has selected 


Rensselaer Polytechnic Institute | 2 
has selected 
Morgan Stanley - 
Trust Company - 


First Quadrant 


A Xevax Financial Services Company 







has sslectod 


Morgan Stanley 
| Morga:: Stanley Global Securities 
| Service I7 aie 


Trust Company — 





g its 









in support of its international 
investment program. 






as a 
Global Custodian. 
















That may be why in the last three months, the 
diversified group of clients listed above have selected 
dmn rate arcus MSGS, to a client base that totals more than seven 
und hese services inclu ias custody through billion dollars in assets and commitments. As leaders in 

Stanley Trust Com active and passive management in the United States and — 
ight now, with the increasing importance of lobal abroad, (eee UR Kun No HE 
OMEN. the largest pension plans, mutual com- 
| es and investment advisors are recognizing the need 
superior international ions support with the 
capacity for settlement and custody for fixed income 
products as well as equities. 
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THAT defence has been to the world’s 
leaders for the past 40 years, the envi- 
| ent will be ford the next a an intracta- 























‘her mr many c€ countries trust 

work together. That 
ry an ideal subject for the lead- 
seven. biggest industrial economies 
ibout when they meet in Paris at the 
reekend. The danger is that, like inexperi- 
‘enced topiarists, they will aim for the grandi- 
‘ose and superficial, rather than the modest and practical. To 
effectively green, this summit needs to be about roots and 
pre hes,. not twigs and leaves. 

| year ago most of the leaders round the summit table in 

ei : y had given little thought to greenery. True, their Ca- 
z Boc ‘hosts at the last minute wanted to put some green 
-.' phrases into the final communiqué. Officials who had to sit 
oup all night to find the right words have this year put every 
|. green platitude they can think of into their draft. But most of 
-.— She men round the table in Paris have hardly begun to think 
-through the implications of their voters’ sudden enthusiasm 
.. for the environment, while Britain’s Margaret Thatcher un- 
M nt her extraordinary conversion less than a year ago. 
.. Japan's beleaguered prime minister will be too busy thinking 
<= of his own survival beyond the end of next week to contem- 
d "m the distant fate of mankind, 
— ,, Not merely are the world’s leaders new to the jio 
—— ast will find it hard to grasp its details, Only Mrs Thatcher 

nas the singular benefit of a scientific background, and rel- 

ishes technical discussions with scientists. That will put her at 
.— an advantage compared with, say, President Bush. Although 
— Mr Bill Reilly, head of the Environmental Protection Agency, 
. is coming with his boss, he will have to sit outside the room, 
m passing notes through the keyhole. 

































The other greenhouse effect 

Because only seven leaders will be at the summit, they will be 
sorely tempted to tell the 160 other countries what they 
ould do about their environments. That would be a mis- 
ke. The Brazilians do not take kindly to lectures about the 
mazon (see page 37) from rich countries that used to think 

* ‘nothing of clearing their own forests. 

— ... To make sure that the developing countries do not feel 
qa shit out by the summit, President Mitterrand has tactfully 
7 vited a group of them to meet him in Paris just before it 
. He should beware of turning the environment into a 
; - version, of the. fruitless North-South dialogue of the 














The first green summit 











1970s. Poor countries will gain nothing 
shoving all the blame for defiling the w 
to the rich countries. As some poorer co 
tries readily admit, they have just as m 
terest in sound environmental policies a 
rich countries (though they may reaso 
ask for cash and technical assistance to 
pursue them). If China, by burning its h 
coal reserves, causes the world to warm 
the sea to rise, then Africans will starv 
Bangladeshis drown long before the : 
countries suffer. 
J One of the most useful things the assembled sealers 
resolve is the forum in which future discussions of the gl 
environment should take place. The French, with their j 
chant for the grand gesture, will hanker after a bran. 
organisation, of the sort they suggested earlier this year à 
Hague. The British and Canadians will press for an um 
convention on the environment, to give political pu 
existing bodies, and particularly to the International Pa 
Climate Change which will make policy proposals whe 
reports next year. This is the wise, if unglamorous, wa 
proceed. Competitive body-building and conference-h 
will only waste time. 
For drafting a global environment convention wil be 
ficult enough. However blandly it is eventually worded, i 
frighten countries (like Japan and much of the third w 
that are still nervous about committing themselves to aims 
which there is no solid support at home. Summiteers whe 
voters are yelling for environmental protection may easily 
get that the Japanese have not yet gone green. A surve! 
the United Nations carried out by Louis Harris and A 
ciates a year ago found that the Japanese were less wot 
about the environment and more unresponsive or hi 
environmentalists than people in almost any other cou 
Above all, the summit leaders need to talk about th 
they are willing to take at home to improve the world ¢ 
ment. All the grand schemes on the drawing board will 
for nothing if individual countries are not willing. 
them into policies and make them work. The summ 
easily have a quiet word with each other about some 
points: such as the fact that Japan, the biggest impo 
tropical timber, needs to ensure that it buys only wood: 
managed in a sustainable way. But when it comes to t 
range of environmental policies, no country will happil 
pose on itself costs and constraints that affect its compet 
ness unless its trading partners are doing so too. 
Energy policy will be the first big test of international 
The simplest and most cost-effective way to tackle acid 1 
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ming is to persuade people to use less fossil-fuel energy. 
t will take more than exhortation and regulation. Gov- 
ments will have to tax fossil fuels heavily, so as to drive up 
heir price. They can use the revenue to cut other indirect 
es, or to build hospitals, or to help Brazil’s rain forests—it 
itters not, so long as the price signals are right. 

For Americans, with their culture of cheap energy and a 
esident sworn not to raise taxes, higher prices for fossil fuels 
I be particularly hard to accept. But the change will not be 





.ment, there is a suspiciously strong consensus on the 
te of British politics. It goes like this. The Conservatives 
ve had a bad six months. They have pressed ahead with 
me policies—like privatising water and nuclear power—for 
hich no rational case can be made. In areas where the case 
¿reform is stronger, like the condition of the national 
alth service, ministers have failed to make it. The party 
quabbled itself to defeat in the elections to the European 
arliament. Above all, the Conservatives have fluffed the 
economy. While prime minister bickers with chancellor, real 
nterest rates and inflation are several points higher in Britain 
han in its main competitors. 

_ This standard analysis extends to the performance of the 
ther parties. Since the break-up of the Alliance between the 
iberals and Social Democrats, the centre parties have wal- 
wed in acrimony, and now attract less support than the 
reens. The Labour party, by contrast, has had a splendid 
989. Its policy review was widely thought to be bold, resolute 
1 thoughtful. It dumped old albatrosses like unilateral nu- 
disarmament; it welcomed new approaches like consum- 
m. Hence Britain has returned to two-party politics, and 
our is the party that Britons love best. It leads the Conser- 





ry well. But a general election will not be held until 1991 or 
2. The economy is cooling down; the Treasury will have 
ity of cash for pre-election tax cuts and spending in- 
ases. The collapse of the centre parties does not necessarily 
efit Labour. Much depends on where their 1987 support- 
will be in 1991. 

On the evidence of the European elections, many Alli- 
e deserters have gone to the Greens. They may stay there. 
nics say that the Greens’ support is a classic of mid-term 
test, which will melt away in the heat of a general election. 
quite possible, however, that voters abandoned the Dem- 


but think that they know—and like—what Green politics 
itails. If so, the Greens are here to stay. At any rate, it would 
ea brave psephologist who thought that, in the crucial bat- 








e build -upo of atmospheric carbon that may cat cause se global 


ove Labour, love it not... 


e things still wrong with the party that wants to defeat Margaret Thatcher 
ALFWAY through Margaret Thatcher's third govern- 


ats because they were baffled about what the party stood | 


peciit 


easy for Britain, with its large stocks of coal, oil and gas, nor 
for West Gerthany, with its reluctance to develop nuclear 
power, nor for energy-efficient Japan, if it has to cut its fuel 
consumption by the same proportion as more profligate 
countries. Advancing by international agreement will be eas- 
ier than advancing alone. What the world has learnt from 40 
years of discussing defence is that no country will disarm un- 
less it trusts its opponents to make an equal sacrifice; and no 
alliance works if some countries feel their allies are getting a 
free ride. Those principles apply to greenery too. ` 











tleground of the southern half of Fngland, ex-Alliance vot’ 
are suddenly going to switch to Labour. 

Indeed, a regional analysis of the opinion polls dents the 
conventional wisdom of Labour revival. In the second quarter 
of this year, according to MORI, Labour led the Conservatives 
nationally by 596. But, in southern England as a whole, the 
Conservatives led Labour by 17%. In the south-east outside 
London, the Tory lead was a huge 25%. True, that is much 
less than it was at the 1987 general election, but the fact that 
Labour does so poorly in Britain’s richest and fastest-growing 
regions hardly suggests it is the party of the future. 

The truth is that Labour’s policy review was disappoint- 
ing. Its 70,000 words contained some good points, some bad. 
They also included much irrelevant guff which had to be put 
in lest some Labour-party pressure group or other took um- 
brage. In the glare of an election campaign, the middle-class 
southern-English voters whom Labour must win over are go- 
ing to find only some things in Labour’s PERPE that they 
like and lots that they don't. 

Take strikes, for example. Those voters will soon discover 
that Labour thinks workers with a "genuine interest" in 
somebody else's strike may take "appropriate sympathetic 
tion" in its support. They will conclude, rightly, that La 
is prepared to scrap some of the Conservatives’ laws which 
have curbed secondary boycotts. Even a dim-witted Tory 
campaign would be able to summon up the spectre of the ` 
unions back running the country. 

Or take schools, When parents hear that the new curricu- 
lum is “too rigid and too prescriptive” and squeezes out “‘im- 
portant subjects" like “personal and social education", they 
will wonder whether Labour intends to unpick the Consetva- 
tives’ education reforms—which are not perfect, but need a 
chance to work. When parents discover that Labour would 
remove the charitable status of most private schools, and 














scrap the assisted-places scheme which helps to pay the fees of 
32,000 children at private schools, they will wonder whether 
the clever children of poorish families will still be able to es- 
cape from rotten state schools. 

What will the southern-England voters think of Labour’ S 
housing policy? Labour says that a 
housing works to the i interest 


free market in rented 
e ‘undiord and not the ten- 


















; which means that rent controls in the private-rented 
tor will come back. Yet without a bigger rental market 
rticularly in the south of England), the labour mobility 
iat Britain needs will never come. And what will Labour's 
arget voters make of its industrial policy—of its promised 
British Technology Enterprise, the British Investment Bank, 
Regional Investment Banks, Regional Utility Boards, and a 
Department of Trade and Industry which will make "strategic 
interventions in key sectors . . identify priorities, and pro- 
vide the assistance, resources and organising capacity which 
xdustry will need"? Is this not just Labour's old (and failed) 
atism, tarted up in new multisyllables? 
There you go again," Labour politicians will say, “pick- 
over the details of the policy review. But not all of it will be 
e manifesto; and not everything in the manifesto will be 
one when we're in government. Give us a break." But the 
c that Labour asks for—the freedom to say things which 
oés not want people to take seriously—leads to dishonest 
itics. The dishonesty produces weak governments hobbled 
bour governments always have been) by those within 
arty who accuse their leaders of betrayal. In fact, Labour 
ays some daft things (as on defence and foreign policy) be- 















Labour must not follow him there 






$ iT E\ VER underestimate the complexities of Israeli politics. 
o. WX First there was the Rabin plan (he's Labour). Then it 
vum became. the Shamir plan (he's Likud), but Mr Rabin sup- 
-` ported it. When Mr Sharon (also Likud) forced changes in 
~~ the Shamir plan, Mr Rabin said the plan could no longer 
work. Mr Shamir insisted that the changes did not matter, 
whereupon Mr Peres (Labour) said he would take his party 
out of government. 
_ ^ To cut through the confusion, start with something sim- 
©: Israel’s occupation, since 1967, of the West Bank and 
Gaza; whose 1.7m Palestinian inhabitants have for the past 
20. months been in revolt against Israeli rule. Although La- 
^. bourand the Likud are partners in a “national unity” govern- 
-= ment, they have incompatible views about the occupied 
TM lands. Labour believes in territorial compromise, the Likud in 
"keeping "Judea and Samaria" for ever. The peace proposal 
which Labour says the Likud sabotaged last week was based 
on the notion that the two parties could nevertheless walk a 
ful distance together before the road forked. 
- Put aside, for a moment, the exact details of the plan. Is 
ere merit in delaying the moment when Israel must reach 
e fork in the road? Not in the eyes of Palestinians impatient 
or freedom, who have already lost more than 500 dead since 
‘the start of the intifada in December 1987. (Even after last 
: week's awful bus murder, the number of Israelis killed over 
the ane pii is fewer than 40.) At some point, say the 




















i di if Israel simply cannot decide? Contrary to 
| , its coalition of opposites is not just the 





cause sts ofi its activists believe them. The fault is in its 













in those who read its policies. | 

This is where Mr Neil Kinnock, Labour's m : 
failed. It is another part of the conventional wisdom th 
has purged his party of its wild men and their ideas. 
large measure, he has. The Economist yields to none 
admiration for this; we first called Mr Kinnock’s challe 
the hard left "brave" in 1983 and have repeated the ad 
ad nauseam for six years. 

The great mistake is to think that reforming the 
party is good practice for running the country. It is no: 
of the people whose confidence Mr Kinnock will need ar 
interested in the Labour party as such; they are not 
much interested in politics. They are occasional and dest 
spectators of a game that for members of the Labour p 
an all-consuming passion. They want to be richer than 
parents were; and they want their children to be richer 
They want good and stable schooling. They do not want 
inconvenienced by strikes, or see their taxes pay for arm 
meddling strategic interveners. Until Labour allows 
those mundane aims are honourable ones, it will remai 
loved by those whose votes it must win. 














































red divide inier ee af its minem ma 
sition of its population—Aare not the sort of questions nat 
resolve on the strength of hair's-breadth majorities. Lab 
and the Likud know that doing so could tear Israel apart. 


The shadow of Tiananmen 
If Israel cannot choose between going and staying it w 
nothing, which means staying. Then the only hope of g 
it out of the West Bank and Gaza will be to wait until c 
tions there become so terrible that a decision is force: 
Unfortunately, that kind of terror-induced decision n 
go the way the world wants. Israel is less likely to le 
chased out of the territories by Palestinian stones than 
resort to the sort of brutality that has just put an ab 
to China's democracy movement. And the c 
Tiananmen-in-Jerusalem will grow if Israel is led by 
only government whose one policy is to crush the 
and stay in the occupied territories for ever. : 
It is this fearful prospect that justifies making a last 
to save the Rabin-Shamir-Peres plan from the fatal: 
ments the Likud attached to it on July 5th. Although the; 
had defects (chiefly the exclusion of the Palestine Libera 
Organisation), it made it possible for Israel to do somet 
before reaching the fork in the road. A parting of the 




























tween oe a P" Akud would still have had to come, 
en Israel and the Palestinians started negotiating a final 
tlement after three years of “autonomy”. But by then, said 
plan, the territories would have become largely self-gov- 
ing, the Israeli army would have disengaged and the ha- 
ds of the uprising would have had a chance to subside. 

In such circumstances, hoped Labour, a majority of Israe- 
s might at last find the courage to vote for withdrawal, 
ybe retaining the right to keep a watch over the new Pales- 
e. Just so, feared the Likud, which is why the hardliners on 
entral committee forced Mr Shamir to promise last week 
the Arabs of East Jerusalem should not take part in the 
to elect the Palestinian interlocutors on whom the whole 
osal depends. If Jerusalem is excluded, no Palestinians 
























: PRESIDENT BUSH went to Poland and Hungary think- 
g that those two countries were safely on the way to de- 
cracy, he knew better when he left them on Thursday. The 
n now running their communist parties at last seem willing 
hand over to non-communists the government they used 
9 claim was theirs by right. Excellent, but not the end of the 
oad. One half-hidden political obstacle, and an all too visible 
conomic one, could yet ruin the whole thing. The West, 
/hich has a powerful interest in seeing democracy spread into 
astern Europe, can help Poland and Hungary around the 
rst obstacle by the way it lends a hand with the second. 
"The political blockage is the fact that, in a communist 
ountry, changing the government does not change all that 
auch. Below the government is the vast apparatus of the 
omenklatura: the secret list of jobs, from factory boss and 
spaper editor down to village scoutmaster, which the 
munist party gives to its members and their friends. 

In America a new administration puts a dozen or so of its 
n men into each of the Washington departments, and fills 
; hundred other jobs. Most other democracies are even 
e austere with the spoils. In Poland, with a population the 
> of Spain's, Solidarity calculates that the communist party 
ectly or indirectly controls about 900,000 appointments. 
ingary is not so bad, but there too the Homenkdarird casts 
shadow. This army of hangers-on worries the party leaders, 
zaùse it could yet reverse their apparent decision to hand 
er power. It alarms the non-communist government-to-be, 
ich understandably wonders how much power is actually 
ng handed over. 

"he whole apparat will eventually have to go. Britain and 
ce would not expect to be counted as democracies if Mrs 
atcher’s Tories kept party cells in most big factories, and 
-Mitterrand's Socialists were allowed to run an armed 
' militia: both of these things still go on in communist 
‘ope. But even the most liberal communists will not abol- 
h all such excrescences at once, lest that bring on the fatal 
losion of Protest, And even when non-communists be- 


will take the election seriously, 


re for Poland and Hungary 


w western help for private enterprise could reduce the power of the nomenklatura 


and many months of painstak- 
ing American diplomacy will have gone for nothing. 

The precise nature of Mr Shamir’s promise to his party is 
still vague enough to leave the Americans and the Labour 
party a small chance of steering him into a U-turn (see page 
41). But if they fail the Americans will have to consider with- 
drawing the diplomatic protection they have extended to Is- 
rael over the past 20 months of intifada. The Labour party | 
will have to do something harder still, by fulfilling its threat to. 
leave Mr Shamir's coalition, even. if a subsequent election - 
condemns it to years in the political wilderness. It would be 
better for Labour to wait at the crossroads than to be dragged 
by the Likud into the dead end of perpetual occupation. That 
way the voters will at least have somewhere to come back to. 





























come ministers in Warsaw and Budapest the: rundown will 
take time. Some communist appointees cannot be replaced 
until somebody else has been allowed to acquire the skills the 
job needs. Some replaceable ones had better stay where they 
are for a time, because any ruling class will submit to defeat 
more gracefully if it can hang on to some of its perks. 

If the nomenklatura cannot be ended by the stroke of a 
pen, one large part of it can at least be made less important— 
the part engaged in trying to run the economy, and dismally 
failing. Economic failure is the second of the two obstacles 
impeding the transition to democracy. Inflation is soaring in 
both Poland and Hungary, and real incomes are falling; so the 
workers demand more pay, which makes inflation worse; and 
the subsidies the government is therefore so afraid of abolish- 
ing eat up a disastrous proportion of national budgets. To 
escape from the consequences of 40 years of wrong econom- 
ics—10 years in Russia—is going to be horribly painful, P— .. 
the pain may be eased if a quick start can be made on reduc | 
the state-controlled part of the economy and expanding the 
free-enterprise part. Which may be where the West ı can help, 
on both counts. 


Restructuring the zoo a 
A fast-growing private sector will put more goods in the 
shops, and so check inflation. It will also by-pass the party 
appointees who spend their days dozing over the public sec- 
tor. Some of these keepers of the dinosaur section of the zoo 
can go on getting their pay, to prevent them breaking win- 
dows at the new zoo-manager's house; but às more and more 
people go to the other parts of the establishment, where the 
sprightlier creatures live, the dinosaurs can be allowed to ex- 
pire and their supervisors can be pensioned off. 

It is beginning to be: understood i in Eastern. Tro that 
the mistake of the 1970s is not going to be repeated. In 1989 
no salvation lies in vast new loans from the West, because 
Eastern Europe's economies are still o organised in a way that 
would send most. tor the no y down | a drain. Foreign ex- 
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TER TO OUR SHAREHOLDERS | worldwide group active in advanced | lowing an 
a xu n technologies. This objective of expand- OC: 
ing in a worldwide context implies a 
major effort for Solvay: the Group has a 
Strong presence in Western Europe 
(which accounts for 74 % of the consoli- 
dated turnover) but wants to expand 
further in the Americas, which account 
for 19 % of its tumover, and intensify its 
presence in Asia, which accounts for 












| the ac activities edi the Solvay 
eloped in an excellent inter- 
iomic climate. 


year of the 125th anniversary of 













ie closed with a consolidated some 4% of the turnover. 
I which is 13.4% up on the pre- i i 
ar and net consolidated results More investment in the future 


showing a 24.2% increase. The results 
set a new record of BEF 15.1 billion. They 
iclude extraordinary profits on the sale 
of CCPC Chemical Inc. shares, but also 
extraordinary expenses, such as the de- 
i preciation of considerable acquisition 
qu iss ills Bor appropriations fe for pan- 
| sion fund ende in sevi vano 


an investment programme of BEF 26.5 
billion for 1989, compared with BEF 23.7 
billion in 1988. Furthermore, a research 
and development programme of over 
BEF 11.5 billion has also been decided 
for 1989, compared with expenses in the 
area of BEF 10.8 billion in 1988. 


Higher dividends 












Shareholders who received one free 
share for twenty existing shares, bear- 
ing dividends from 1 January 1988, will 
receive a dividend of BEF 410 per fully 
paid-up share, an increase of 16.4 % (fol- 
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A: very positive. picture world d i le. 
 — In Peroxides, the results of th 
Interox Group remain at the high 1987 
level; the significant increase in the vol- 
ume of sales of. hydrogen peroxide in a 
climate of stable prices is offset by the 
“acts of increased pressure on persalts. 
'" . The Plastics sector has experienced a 
new record year: markets with a high de- 
mand for polyvinyl chloride (PVC), high 
density polyethylene and polypropylene 
aliowed this sector to achieve a signifi- 
cant increase in turnover and results. 
In the Transformation sector the turn- 
over shows an improvement on the pre- 
‘vious financial year, although the results 
.; suffered somewhat from the effects of 
rising resin prices. In this sector, we con- 
tinued throughout the year to concen- 
trate our efforts on those areas where 
eare strongest. — 
. Health shows a large increase in turn- 
over. 50 % of the research expenditure of 
e Solvay Group is devoted to this sector. 







KEY FIGURES FOR THE SOLVAY GROUP 













223,602 
12,166 


15,115 
33,382 










Net result 
Cash flow 
Investment expenditure 
Research expenditure 
PER SOLVAY SHARE 

Price on the Brussels Stock Exchange 






















10,794 























Eamings before extraordinary items 
Gross dividend (*) 
Net dividend (*) 




















(*) pius one free share for toasty 


sii in ETT 





l Continuation of the policy TE 
 DOftwofold diversification, 


| per country and per product 














" The future of the Group is assured by 
| * desire to Pasninnen its position: asa 







The annual report is available in French, 
Dutch, En sh and German on request from 
Solvay & Cie General Secretariat, 

Ruec n Prince Albert 33, 1050 Brussels. 
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needed, but only in conjunction with policy refor 
vould make good use of the stuff. s 
'ould give it true meaning. Witness what is happening in 
America: with the blessing of national governments, 
foreign bankers are selling their loans at a discount to 
nationals that want to invest there. The same approach 


DITORS are capitalism's handmaidens. Unless they 

"vide, and are seen to provide, accurate, honest and 
rtial information on companies, the whole structrue of 
petititive market economies will be threatened. There is 
fore a strong public interest in ensuring that accoun- 
firms themselves are in good health. Unfortunately, 


ore the process goes any further, trustbusters should sat- 
hemselves that the public interest will still be preserved. 
d companies and their shareholders should insist that they 
not let a cartelising profession charge them cartelised fees. 
The "big eight" accountancy firms will become the big 
five if proposed mergers such as that between Arthur Ander- 
sen and Price Waterhouse go ahead. They will audit 95% of 
the firms listed on America's stockmarkets, 7096 of publicly 
uoted companies in Britain and over 5096 of those listed on 
bourses of continental Europe. In Australia, Canada and 
outh Africa, the equivalent figure is around 70%. All of 
ch adds up to fee income of $20 billion a year. _ 
Do not blame accountants entirely for their lucrative grip 
diting. Their hands were placed there by governments 
stock exchanges that demand (rightly) that companies be 
ad by professional accountants. Nor damn them for 
ng to grow. But is there any advantage, beyond kudos, 
g even bigger? Will the newly merged firms be more 
t? Will there be more choice for clients? To each of 
€ questions, the answer is no. 
Any economies of scale were there ten years ago, when 
h the same eight firms dominated the field. Then, any 
e of them could audit the books of any multinational. A 
dget-maker in Kent or Kentucky might ditch its local audi- 
' when it expanded abroad; but will Megacorp Inc really 
mp one of the big eight just because another has more of- 
es in Pango-Pango? Mergers may even lose clients: when 
G was formed from Peat Marwick and KMG in 1987, the 
rm lost 1096 of the business of its constituent parts. 
'ynergy may be just as elusive. On the face of it, Arthur 
ng's strongish European practice should enhance Ernst 
/hinney's weaker one; brash Arthur Andersen is strong 
nsulting, strait-laced Price Waterhouse in auditing. But 
seemingly natural fits have a history of going wrong. 














Andersen in America, Coopers & Lybrand in Brit- 
hare the fewest clients with their brothers-in-audit. 


ns — is worth trying in Poland an 





he West can make this link clear, and then offer a deal : 


igger partnerships of accountants aren't much use to anyone 


are intent on merging into ever larger, fewer Leviathans. - 


too, that the most successful consulting businesses— - m 
do this for themselves, the trustbusters should tell them to. - 








lungary, because even the aver- 
agely incompetent state enterprise has a price greater than 

zero—-and all the hallmarks of a recovery stock. If Eastern 
Europe’s governments can find a simple way for foreigners to 
buy into state-owned firms, they will get debt relief abroad 
and greater efficiency at home. This would not produce in- 
stant miracles; but, starting small, it could become a habit. 





What of the clients? Until five years ago, there was a rule 
in Britain which stopped an auditor that was taking over a 


_ new account from charging less than the previous firm. The 


spirit of that price-fixing still lingers. So, too, does the pec ~ 
liar notion that. auditors, scrutineers of other people's a, 
counts, need not publish any figures of their own. If their 
clients could see how much the auditors were making, they . 
would surely insist on lower audit fees. poA 

It is not as though auditors are doing everything right. In 
both Britain and America, more and more negligence cases 
against auditors are getting into the courts. British accoun- 
tants have been scathingly criticised in trade-department re- 
ports and in inquiries at the Lloyd's insurance market. But 
when was a big firm of accountants last censured, let alone 
fined, by one of the profession's self-governing bodies? Like 
doctors and lawyers, most accountants have been free to carry, 
on with no more than a nod and a wink from insider regula- 
tors. Now, as accountants get involved in businesses far away 


from auditing, they should be trusted less and regulated more. 


Partners no longer 

Accountants need to open up their affairs to the outside 
world. As a minimum, partnerships should be required to 
give details of where their profit is earned. Better, they shor! 
scrap their partnerships and incorporate instead. The pe 
nership system was designed for that puritan breed, nine- - 
teenth-century Scottish auditors. Incorporation would re- 





quire accountancy firms to publish the same financial 


information about themselves as other businesses do. 

.Next, eliminate conflicts of interest. An account-consul- 
tant may be asked to pick holes in accounts which another 
member of his firm has prepared. Can he do so impartially? 
And should accountancy firms, which know some businesses 
better than management, be advising on takeovers? These 
problems will increase as the merger-made Leviathans per- 
suade customers to use more than one of their services. 

The key is to separate the professional service that ac- 
countants provide—auditing—from their other financial 
businesses. Chinese walls will not be thick enough. The audit 
part should be spun off and majority-owned by independent 
accountants—a relatively easy and. competition-generating 
change for an incorporated firm to make. If the big five do not 

















bday, the original Art] D " o 
is highly sought-after but nearly 
impossible to find. Many admirers 
of this masterpiece pay as much as 
$1,200 for the original. Others 
settle for expensive look-alikes 
which lack the Hamilton heritage. 
But you may acquire an authentic 
Hamilton re-creation of this 
anap for just $295* 

- payabl monthly — 

b installments. Each is numbered, ae 

* registered, and certified. 
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On July 14 1789 began the process which, in the name of the rights of 


man, was to depose a king an 
an en 


drench all France with blood. The result was 
ror who drenched most of Europe too. Today's monarchs are wiser 


ouis, humbler than Napoleon—and doing very nicely 


"HE funeral of the ex-Empress Zita, 

A widow of the last Austro-Hungarian em- 
peror, on April 1st in Vienna was a right 
toyal affair. "Gott Erhalte Franz den Kai- 
ser" rang out through St Stephen's, the first 

e it had been played officially in Austria 

.¢ more than 70 years. The cathedral was 
 €towded with Zita's descendants and kin— 
and, less predictably, with Mr Kurt Wald- 
heim, Austria's president. Archbishop Her- 


mann Groer toadied to the present head of - 
the family, Mr Otto von Habsburg, Zita's 


son, as "His Imperial Highness”. Mr von 


Habsburg, a 


ber of the European Parliament, makes no 














nist officials among others. 
— This was no accident. The concept of 
oyalty may be intellectually laughable, but 
in its twentieth-century, constitutional form 
it is widely popular. un s countless sub-, 
ex- and would-be royals have kept the gossip 
-press in readers for years. When they are not 
frivolous, their doings are often silly 
nough. The Count of Paris, Orleanist 
laimant to the French throne, at one time 
Al ed that de Gaulle would reinvent it 


.serious-minded German mem- 


for him, and in 1987 solemnly named his 
grandson Jean heir to it, for good measure 
creating him “Duke of Vendôme”. Yet it 
was France, not just its royalist hopefuls, 
which that year celebrated the thousandth 
anniversary of the founding of the Capetian 
dynasty. Even in Italy, whose short-lived 
monarchy was a nineteenth-century inven- 
tion, the Duke of Aosta could make waves 


several years. ago when he pressed his claim 


against that of his unpopular and still-exiled 
cousin, Prince Vittorio Emanuele. 

Europe has plenty of real monarchs too: 
four reigning kings (in Spain, Belgium, Swe- 


^ den and Norway) and three queens (in Brit- 
such claim. But even in Budapest, where he - 
"went for a requiem mass two days later, he 

-was warmly received, by Hungary's commu- 


ain, Holland and Denmark). And on He 
whole their fellow-citizens, above all 

Spain, are rightly appreciative of them. An 
opinion poll in Britain in 1988 found four- 
fifths of those questioned in favour of the 


monarchy as it exists, although three-fifths 


thought that Queen Elizabeth had little or 
no influence on affairs of state and two-fifths 
that the royal family cost too much. 
Spaniards hold their monarchy, as an 
institution, in no great respect. But polls 
show strong approval for King Juan Carlos, 


along with a—rightly—widespread belief 


that he plays an important political role. 








Well over 959 of Dank 
keen on their queen, sa’ 
Tage Kaarsted, professor 
contemporary politics and 
stitutional history at Od. 
University: "We have £o 
publicans. | E 

Sweden's Social De 
crats tried for years to s 
off their monarchy, and go 
far as rewriting the con 
tion in 1975 to depriv 
monarch of nearly all poli 
functions—but no furth 
Norway so well liked is 
aged King Olav that even 
Left Socialists have wor 
their ritual agen for a 
public to apply only after 
reign. In Holland ie 
publican statements by the youth wing: 
one party or another have been booed | 
of court. 

Today's monarchies still embody inh 
ited power and privilege, if no longer the ab 
solutism that France’s revolutionaries se 
out to tame before imitating it instead. 
they survive governments of left and right 
economic boom and bust. How? Have: 
become too popular to boot out, or sou 
important that it is not worth bothering? 



















































Roll over, Robespierre 


The monarchs owe their survival not least 
Robespierre. The original aim of Franc 
revolutionaries was modest enough, to as 
sert the rights of man over the right of kin 
as the British had done a century before. B 
spill enough blood—who but the Fre 
could call this monster “the incorr 
ible’?—~and you will get a reaction 
France the Terror was enough to en 
that the reaction was called Napoleon B 
parte. Wielding a power more com 
than anything the Bourbons had exerc 
he invented an imperial crown and asso 
megalomanic titles for himself, while i 
ing his siblings on real or imaginary 
thrones throughout Europe. 

In the event, neither the restored 
bons nor their Orleanist rivals nor: 
leon IIl established a durable dynasty. ` 
achieved what the Bastille could n 
France in 1875 became, it seems T 
nently, a republic. Yet monarchy el: 
in Europe was strengthened. by the 1 
experience. } New monarchies were inv 
in Belgium, in Italy and in the count 
south-east Europe emerging from Tur 
misrule. The rise of Prussia brought. a 
erful new emperor in Berlin to join those 
Vienna and St Petersburg. Ás late as 1 
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.. EUROPE'S MONARCHIES 
— when Norway broke away from 
Sweden, it retained the monar- 
chy, installing a Danish prince 
as Haakon VII on the throne. 
2 Increasingly, European 

. monarchs were limited but also 
— supported by parliamentary 
— Constitutions. With better 
—. judgment they could have left 

. most of the continent under 
royal rule today. But kings too 
are good at spilling blood. 
Mainland Europe's three great 
empires committed suicide in 
- the first world war. Portugal 

- had already deposed its king in 
. 1910. Italy's was reduced to a 
— figurehead by Mussolini after 
1922. Spain's Alfonso XIII de- 
camped in 1931. Even the Brit- 
- ish throne was briefly shaken 
-in 1936 when Edward VIII, determined to 
- marry his twice-divorced Ametican mistress, 
- was forced to abdicate. 
-.... The second world war toppled thrones 
in Italy and the Balkans. Another one fell in 
.. 1974, when the Greeks, seldom, except at 
the start, great admirers of the monarchy 
created for them in 1832, voted for a repub- 
lic. Another blow came in 1976, when it was 
- revealed that Prince Bernhard, consort of 
= Holland's Queen Juliana and himself born 
- into one of Europe's grandest families, had 
- taken bribes from Lockheed. What, one 
- could ask, was the point of having royalty if 

it was as corrupt as the average buc of 
Jg - public works? 
E - Yet already monarchy was on the way 
up, and in an unexpected place: Spain. In 
— 1969 Franco had named Juan Carlos, grand- 
-son of Alfonso XIII, to succeed himself as 
- head of state. Many Spaniards feared that in 
. place of the caudillo they would merely get 
- his poodle. They were wrong. Franco’s 
_ death brought restoration of the monarchy 
- in 1975. The new king, against most expec- 
‘tations, did his duty, and more, to secure 
- Spain's astonishing transition to democ- 
- racy. Inheriting almost abso- 
lute powers from Franco, he 
voluntarily exchanged them 
for constitutional ones—and 
- then used his status to ensure 
- that the constitution survived, 
E rallying the nation (and, more 
- urgently, the military) in 1981 
. against an attempted colonels’ 
- coup. He won the lasting re- 
gard of his compatriots. "The 
— king saved the monarchy as 
well as democracy,” argues Mr 
_ Elias Diaz, professor of politi- 
- cal science at Madrid's Auto- 
. nomous University. 

New, young  sovereigns 

were meanwhile mounting Eu- 
rope's thrones: Denmark’s 


P Queen Margrethe in 1972, 
| 
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Orleanist claimant 








Sweden's Carl XVI Gustaf in 1973, Hol- 
land's Queen Beatrix in 1980. The British, 
having celebrated Elizabeth II's silver jubilee 
in 1977, rejoiced in 1981 at the marriage of 
her eldest son, Prince Charles, to Lady Di- 
ana Spencer. With minor exceptions, mon- 
archy has not looked back since then. Even 
the pretenders to the fleeting thrones of 
Eastern Europe are now getting an unusu- 
ally wide and friendly press. The odd Yugo- 
slav dreams of some local Juan Carlos to 
heal the wounds that have opened since 
Tito (and the local claimant, Prince Alexan- 
der, has responded with the assurance that 
he is "at the disposition of his people"). 
Even Russia's murdered Romanovs today 
get some sympathy there. 


Royal powers 


Why this esteem for monarchy? One reason 
is obvious. It offers an easy way to a good 
thing: a head of state, symbol of the nation, 
who stands above its political divisions. 
When both Spain's king and its prime min- 
ister visited London on the same day re- 
cently, a headline in a Spanish weekly 
summed up their respective functions: 





Habsburg non-claimant 








"Juan Carlos receives the Gar- 
ter while Thatcher snubs 
Felipe Gonzalez." Conversely, 
Prince Charles has caused con- 
troversy by speaking openly on 
some semi-political issues, and 
will certainly be advised (and 
wise) to curb his self-expres- 
sion once he is on the throne. 
Most even of Europe's repub- 
lics accept this convention: it is 
no accident that several ex- 
monarchies—West Germany, 
Portugal and Greece—chose to 
replace their kings not with an 
executive president, as in 
America or (though thanks 
only to de Gaulle) France, but 
with a non-political one. 

As heads of state Europe's 
sovereigns thus act only on the 
advice of their governments; they reign but 
they do not rule. Yet they have some fori 
powers which could, in critical circu... 
stances, prove real ones. It is they, in theory, 
who choose a new head of government after 
elections, and who command the armed 
forces. Their powers, of course, vary. Swe- 
den's king has less than others. Denmark's 
queen does not head its armed forces. And 
since Britain has no written constitution the 
limits of its sovereign's power are open to 
debate. With these limited powers goes the 
mystique—in some cases undefined reserve 
powers almost as mystical—of the monarch 
seen as the ultimate guarantor of the nation. 
and its liberties. 

It was thus that Spanish democracy was 
saved. But even in ordinary times lack of for- 
mal power does not mean lack of influence. 
Norway's King Olav is present at cabinet 
meetings once a week. Queen Elizabeth, 
Queen Beatrix and King Juan Carlos all 
meet weekly with their prime ministers; 
even Sweden's king does so roughly once. 
month. Queen Margrethe meets Denmai 
cabinet, albeit gathered only as a formai 
"council of state", every two weeks. The 
king of the Belgians has been 
known to refuse a prime minis- 
ter's request to resign. 

"Each king plays the role 
that society lets him,” says Jose 
Maria de Areilza, a Spanish 
grandee who has been his 
country’s ambassador in sev- 
eral European capitals. In 
countries where the hand-over 
of power after elections is apt 
to be fraught, the sovereign 
not only provides cohtinuity 
but may help to get a new gov- 
ernment off the ground: as in 
Holland, run by coalitions 
since 1945, or Belgium, which 
was without a government for 
145 days until May 1988. Even 


in Britain royal power has been 
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edi notably in 1909-10, when a Liberal 

minister, blocked by the hereditary 
y in the House of Lords, asked 
o create hundreds of new Lib- 
vas told, "Hold a new election 
nd won; Edward died and the 
orge V agreed to act —enough 
rat did not have to. 

















and circumstance 

ritons, royalty has another obvious 
its glamour, the show that the royals 
n at home and abroad. Yet most of Eu- 
royal families are not especially glam- 
nor seek to be. And the show is not 
‘an easy one to keep on the right road. 
ass communications have brought 
| opportunities and risks. 
'oyal moments has become a 
puis and television attraction. More 
int, Subjects who might in. the past 



















a ‘Hetime may now see him or het2-and 
. e royal offspring, siblings, spouses and 
cousins twice removed--several times a 
month on the box, and read of them every 
day in a less-than-reverent press. So i 
royalty must be both royal and 
bourgeoisly respectable, “people like 
us" and yet people not like us. 
. Britain's royal family is by far the 
E most visibly grand. State occasions 

- are frequent and ceremonious. Proto- 
col follows a well-worn path. The 
‘younger royals lead lives of obvious 
“luxury, vividly reported by the press. 
The tings of Subset in contrast, was 













figh pie Sine he nor xr Queen So- 
fia pales visibly if people presented to 
them do not bend the knee. The 
een of Holland hardly ever wears 
ust crown. The last coronation in 
) navia took place i in 1906. 
s show no sign of wanting 
family to ride bicycles, . 
xop at Safeway or skimp on cere- 
mony, though there’ is ritual grumbling over 
the cost to the taxpayer of maintaining Eu- 
<. rope's most expensive monarchy. But it is 
- hard, in class-ridden Britain, to hit on a style 
popular yet dignified. The younger 
yals tend to ricochet from disastrous ap- 
..— pearances on broad-humour television 
shows to pictures of privilege in the Royal 
- box at Ascot racecourse. Their life is not 
` made easier by a popular press that is boot- 
c licking (WELL DONE, MA'AM) one min- 
^" ute and abusive (RIGHT ROYAL TWIT) 
the next. Both Prince Charles and his elder 
. sister Anne undergo endless prying into 
their. lesethan-perfect marriages. Their 
young brother Andrew, a naval officer, 
raised amused ebrows with the roisterings 



































of his youth; now that he is happily married, 
he and his new duchess get stick for not 
spending 365 days a year together or eight 
days a week with their new infant. 

Yet few Britons, it seems, really want 
their royal family to be dead dull or just like 
themselves; they expect from their sovereign 
a due measure of pomp, circumstance and 
national duty, and, within limits, they ac- 
cept the antics of princesses and princelings 
alongside it. 

The lower profile of the continental 
royals owes much to the higher standards of 
the continental press. Save for the openly 
inventive gossip weeklies, it reports royal do- 
ings with a tacitly agreed discretion that 
must arouse envy in Buckingham Palace. 
When, exceptionally, Holland's Prive maga- 
zine several years ago dared to reveal that 


te nare t area ri pru rrira e N Ate mum good iere mA de 


: the crown prince had been seen entering a 
-Hilton hotel with—shock, horror, whatever 


next?—a blonde, his father, Prince Claus, 


. sued and forced the magazine into a correc- 


tion. This spring the Spanish press handled 
with kid gloves the claim of an Italian ex- 
flame that King Juan Carlos, a friend long 
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before his marriage, had fathered her (now 
grown-up) daughter. 


Value for money 


The old charge that monarchies cost too 
much is, at worst, not proven. Monarchs are 
not cheap. But credit them with the public 
duties that they and their kin perform, 
and—in some countries—with their value 
in drawing tourists, and they provide at least 
fair value for money as compared with 
elected presidents. International compari- 
sons are hard. But Britain’s royal family 
probably costs (and brings in) most. Much 
of its total cost of perhaps £20m ($32m) a 
year is buried in the budgets of ministries 
that provide, for example, security for the 
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iin a year, duri, from. the proper 
the duchy of Lancaster; Prince Char 
much from his estates, though he p 
quarter of that in lieu of taxation. 
























































Instinct, not reason l 

Whatever its faults or cost, “royalty do 

more than pull in tourists and fill th 

newspaper, says Philip Ziegler, whos 

tertaining book “ Crown an 

ple" traces the popular vicissit 

British royalty since .1937 

speak for the nation and its 

Even suai kings: as lat 

highly popular Edward b 
ex-Hanoverian kings spoke 

German accent, and Greece's 

king, a Bavarian was the most pc 

lar one it ever had. A good crisis 

give even the rawest royal fami 

patina of age. The second worl 

made King Haakon VII, a half- 

ish Dane married to a halb 

Englishwoman, the focus o 

gian nationalism. Today ni 
shaken by social change, 

tion, divorce, drugs or crime : 

value the continuity of royale 

pean integration too has giv 

concept new life, as small co 

worry about loss of their 

identity. In the recent Europe 

tions, a Liberal candidate in 

felt it worthwhile to reassure 

that Queen Beatrix’s status would i 

duced in a more integrated Euro 

Yet are modern monarchs íi 

essential? Most Europeans who t 

up with a sovereign cannot imag 

countries without one. Americans à 

nated by other people’s royalty bu 

ance think that, like Ear pe itse 

good place to visit. In the end, it is 

not reason, that makes royalty’ § cas 

not necessary to have a theory about n 

chy to explain its persistent popuk 

says a British historian, Lord ( 

Thomas. “ It is based on an ancient cus 

that is accepted by people i in most Euro] 

countries in their bones." 








m——— EE RS NE V RT S 








NR So SN SEIEN 










































ads effective? 


m) \ bsolutely not, said our advertising agency. 
spread your message across two pages, they said. 
se bags of colour for maximum impact. Avoid 
iewsprint, they said; it's deadly dull. You're selling 
| rainbow, they said, and you need the gloss. 


-We listened with wry amusement. These 
dvertising people tend to get carried away at times. 
We're not selling a rainbow any more than we are 
selling ice to the Eskimo,” we said. “We're telling 
the serious investor about a unique and simple way 
to make profits on the world's major stock markets 
AND enjoy the safest offshore benefits for his 
money. Understand? 

The art director's face fell. "Offshore Rainbow 
Bonds," he said, "surely require a rainbow visual. 
Something to catch the investor s eye, capture his 
imagination, you know." 


. We shook our heads. "This concept will appeal to 
his intelligence, not his imagination," we said. 
Offshore Rainbow Bonds, despite their rather 
retty name, are tangible, realistic vehicles for 
naking a great deal of money. Innovative they may 
be. Unique they most certainly are. But it's logic, 
-not impulse, that will make the thinking investor 

* want to investigate them further." 


|. There was a heavy sigh from the art director. 

. "Will logic make him fill in the coupon?" he said. 
.. We detected a note of sarcasm. 

The marketing manager was quietly confident. 
“Eagle Star International has not got where it is 

= today by underestimating the intelligence of the 
public," he said. “Those who want to make money 
. will almost certainly wish to investigate the unique 
potential of Offshore Rainbow Bonds. However, if 
.. you insist, you may draw your usual pair of scissors 
on the corner of the coupon." 


“In colour?" smiled the art director. 


“Black and white will do nicely, 
thank you," we said. 
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Prospect Hill, Douglas, Isle of Man, British Isles. 
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TO EXPORTERS WORLDWIDE! 


18-21 Oct World Trade Centre, Singapore 





Here’s the best 
way to sell more of 
your services to importers 
and exporters: Export Services 
International '89 in Singapore. 


Here, you'll meet them from the ASEAN, 
Australia, Japan, the USA and Europe. All 
under one roof. 





All seeking your services to help ‘em sell 
more effectively and efficiently overseas. 
services like banking, financing, insurance, 
transport and communications ware- 
housing, data processing, foreigr 
advice and much, much more. 
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Uno the cockeyed optimist 


FROM OUR SPECIAL CORRESPONDENT IN TOKYO 


“I AM giving no thought to resigning.” 
So Mr Sosuke Uno, Japan’s prime 
minister, stoutly declared to The Economist 
just before he set off for this weekend’s eco- 
nomic summit meeting in Paris. He does not 
need to give it any thought; his colleagues 
are doing that for him. 
^ However Mr Uno fares with his fellow 
' igwigs in Paris, his future will be decided by 
:e ordinary folk back home on July 23rd. 
That day half of the 252-member House of 
Councillors, the upper house of parliament, 
will face the voters. In normal times an elec- 
tion to the largely powerless upper 
house would be of no more than pass- 
ing interest. This year it will be the 
test of Mr Uno’s shaky six-week-old 
government. It is also likely to mark 
another stage in the political up- 
heaval that began last year with the 
Recruit scandal and could end before 
this year is out with what seemed in- 
conceivable only months ago: the de- 
parture from power of the Liberal 
Democratic party. 

The ruling party was in trouble 
with the voters when the campaign 
officially began on July 5th; it is in 
deeper trouble now. The year-long 
Recruit scandal, which brought down 
the government of Mr Noboru 

akeshita in May, is over, but it has 
-aeft a bitter taste in many voters’ 
mouths. Barely was the "clean" Mr 
Uno installed in Mr Takeshita’s place 
when it came out that he had a scan- 
dal of his own to worry about: a five- 
month dalliance with a sometime 
prostitute, and rumours that she was 
not the only one he had paid to sleep with 
him. This upset women voters, already furi- 
ous with the government over the 3% con- 
sumption tax that took effect in April. The 
Liberal Democrats had even managed to 
make enemies of their firmest supporters, 
the farmers, who felt betrayed by a modest 
liberalisation of food imports. 

The Liberal Democrats’ campaign got 
off to a bad start. Mr Uno has been trying 
feebly to mend fences with women voters, 
who—according to the opinion polls—lag 
behind the men by ten percentage points in 
their support for the government, and who 
are more likely to vote than men. To show 
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Well, I'm off to Paris 


that he is a ladies’ man in more ways than 
one, the prime minister has taken to attend- 
ing businesswomen's lunches and is making 
a point of having private chats with each of 
the three women leaders who will be in Paris 
this weekend (Mrs Thatcher, Pakistan's 
Miss Benazir Bhutto and Mrs Cory Aquino 
of the Philippines). 

None of that will repair the damage 
done by his agriculture minister, Mr Hisao 
Horinouchi. Three days into the campaign 
he said in a speech that women were “‘use- 
less" in politics, and that the Socialist lead- 








er, Miss Takako Doi, would make a poor 
prime minister because she, unlike Mrs 
Thatcher, has no husband or children. 
Hardly had Mr Horinouchi retracted his re- 
marks the next day ("My real intention was 
not correctly reported"), when another 
minister joked in public that the consump- 
tion tax should be raised from 396 to 496 so 
that people would not be inconvenienced by 
those damned ¥1 coins. Nobody laughed. 
Mr Uno told The Economist that he is 
not worried about the election. He says that 
housewives are beginning to get used to the 
consumption tax and that the Socialist pro- 
posal for a land tax to replace it would not 




























































go down well in a country where 70% of the 
people own property. He also claims that he - 
farm vote is coming round as the rural cc cO 
operatives begin spreading the govern 
ment's message (a large part of which is th he 
suspension of this year’s planned reduction 
in the support price for rice). F. 

Reassuring for the Liberal Democrats if 
true; but the opinion polls say otherwise. In 
the last poll taken before the election ca 
paign began, the popularity rating of the 
Uno cabinet was an embarrassing 16%. p: | 
pan's complicated voting system makes it 
impossible to do much more than gues ss 
what any level of support means in terms of 
seats, but surveys this week in two d aily 
newspapers predict that the Liberal Demo- 
crats will lose their majority in the vote oi 
July 23rd. 1 

Most Liberal Democrats believe the 
polls. They are already busy manoeuvring 
for position in the contest within t 
party that will take place if Mr L 
resigns—as most believe he will h 
to if the party falls much hone of a 


ver 


gi 


majority. That contest will be pai e 
about who becomes the next prime 
minister, but only partly. For c 
thing, says a senior ruling-party poli 
cian, nobody relishes the job of leac 
ing the party into the next genera 
election, which may come as early : 
November or December this year a 
is likely to rain further blows on tl 
Liberal Democrats. 

So the top job is most attrac ti 
to those who also want to capture th ck 
party’s soul. Mr Uno himself says tha 
the party needs to be radicall ally 
reformed—meaning that its factio 
system must one day be done awa 
with. But the powers-that-be insid 
the party have made their careers 

2 

(and often fortunes) from the factior 
system, and they will not easily b 
budged from it. An early test | 
strength will come in the metho 
used for selecting Mr Uno's successor. Wil 
it be by a ballot of the parliamentary party 
rather than by the time-honoured metho 
of consultation and consensus? And if sc 
will the ballot be secret (which would set 
ously undermine faction discipline)? — . 

If the Liberal Democrats continue tc 
flounder, the opposition will have its chanc 
come, say, November. What can it make | of 
it? The Socialists under Miss Doi have prof- 
ited most from the ruling party’s decline 
over the past year. But they have no chandi | 
of winning power on their own. Their po- 
tential allies all have troubles. Notwith- 
standing their recent denunciation of the 





| Japan in the mood for change 


FROM OUR TOKYO CORRESPONDENT 


HE Sports Peace party, the Anti-AIDs 
= A party, the Tax Affairs party, the New 

= Salaried Workers’ party, even the UFO 
. party: some 35 mini-parties are putting up 
= candidates in Japan's upper-house elec- 
E | tion on July 23rd. Usually they skim off 

about 12% of the vote, mostly from elec- 
1 tors protesting about the dreary sameness 
| pot the big parties. This time the choice is 


even more varied than usual, the better to- 


E beguile the voters—and worry the ruling 
Liberal Democrats. 
| D — The reasons offered for the Liberal 
- Democratic party's weakening grip on the 
- electorate, especially in the countryside, 
|| include the growth of farm imports, the 
Recruit scandal, the 3% consumption tax 
| and the prime minister’s "geisha" affair. 
| But these are more the symptoms of the 
| party's malaise than the source of its trou- 
bles. Some recent political developments 
in Japan seem to have been barely noticed 
a the Liberal Democrats. 
| b: The rise of women voters—with their 
higher turnout and leftish tilt—has 
| caught the party napping. They have 
. started going to the polls with a vengeance 
| not so much because they are angry 
. women as because they are angry consum- 
|| ers. It is they who have to pay the con- 
| sumption tax, along with the sneaky price 
rises that have been slipped in with it. It is 
| they who have to look after the longer-liv- 
_ ing parents and in-laws. 
| Then the ruling party managed, unwit- 
tingly, to alienate two of its old strong- 
F | holds—Kyushu in the south-west and 
- Tohoku in the north. Cheap food from 
|. abroad does upset Japan's farmers, but 
| the real anger in the countryside has more 
| to do with the fact that smokestack ex- 
| porters in nearby towns have been 
snuffed out by the government's high-yen 
m. 
| The country's mostly part-time farm- 


3 


crackdown in China, the Communists are 
unreconstructed Stalinists at heart. The 
De emocratic Socialists are closer in their pol- 
icies to centrists in the ruling party than to 
he mainstream of the Socialist party. 
&omeito (the corruption-plagued “Clean 
Jo vernment’’ party) is showing cracks, and 
Rengo, a new trade-union-backed party, is 

in unknown quantity (see box). 
Miss Doi's Socialists must also get rid, 
fast, of some of their quaint ideological bag- 
> if they are to appeal to the voters in a 
general election. The lazy decades of perpet- 
uz ial erosion have bequeathed them leftist 
views on foreign policy and loose views on 
al policy that ill reflect the opinions of 


ers used to rely on jobs in these towns. 
Now the devastated rural economy is 
struggling to compete with Hongkong, 
Thailand and South Korea, while saddled 
with an exchange rate that overstates local 
wealth by as much as 5096. Add to that 
the stockmarket and property booms— 
and the consequent gap between the 
country have-nots and the home-owning 
haves in and around Tokyo and Osaka— 
and the ingredients are there for a whole- 
sale switch in voting habits. 

Into that gap has stepped a new politi- 
cal party. This is Rengo, the 5.6m-member 
federation of private-sector trade unions 
formed from a merger of two big labour 





Enter the smart new voters 





most Japanese. To correct them, the party 
might have to split. 

But then the Liberal Democrats too 
might split. One wise man in the ruling 
party points out that their sole reason for 
hanging together has been not conviction 
but the spoils of power; if the spoils go, so 
will the reason. 

Why this sudden fission in Japanese 
politics? The likeliest reason, says one Lib- 
eral Democrat, is that the ruling party has 
shown itself incapable of dealing with the 
great issue of the decade in Japan: the wild 
boom in land and stock prices that has cre- 
ated arbitrary classes of winners and losers. 

This has brought to the surface an 





groups in 1987. Financially clean and 
broadly middle-of-the-road in its views, 
Rengo is for the first time entering poli- 
tics. It is fielding 12 candidates in single- 
seat districts where the current swing 
against the Liberal Democrats is expected 
to have its most telling impact. If elected, 
the Rengo candidates will join the Social- 
ist party in parliament. 

At the same time four of the five main 
opposition parties have at last begun to 
harmonise their campaigns. The Socialists 
and the Komei (Clean Government) 
party, along with two smaller centrist 
groups, the Democratic Socialist party 
and the United Social Democratic party, 
will be going into the election on broadly 
similar platforms: a promise to abolish the 
consumption tax introduced last April 
and a clobbering for investors making 
capital gains in the property and stock 
markets. 

In the past the Liberal Democrats 
could usually rely on a divided opposition 
to split the vote, allowing their candidates 
to sneak home. No more. Rengo has suc- 
cessfully put pressure on the opposition 
parties to put up joint candidates in many 
constituencies. 

To keep their majority in the upper 
house, the Liberal Democrats will have to 
win at least 54 of the 126 seats up for re- 
election (half the upper house’s 252 seats 
are contested every three years). Pundits 
are saying that, at best, they will get 32-40. 
For the moment they will continue to 
dominate the more important lower 
house. A general election does not, in the- 
ory, have to be held for another year— 
though Liberal Democratic elders are 
hinting that there might be one in No- 
vember. But by then Rengo will be in the 
final stages of a merger with Sohyo, its 
4.1m-member counterpart in the public 
sector. Sohyo, which supports the Social- - 
ists, is expected to bring extra cash and 
management skills to the table. One way 
or another, the Liberal Democrats’ 34 
years of rule look increasingly in danger. 





antagonism suppressed during most of the 
first four post-1945 decades: the quarrel be- 
tween insiders and outsiders, favoured pro- 
ducers and disfavoured consumers, those 
protected and those who pay for protection. 
The Recruit scandal was one sign of this di- 
vision. Another came this week in the at- 
tacks launched by Fujitsu’s president, Mr 
Takuma Yamamoto, on the unfair advan- 
tages financial companies enjoy over manu- 
facturing firms by dint of the unearned 
wealth they have made from their land and 
stock holdings. The last of Japan’s great 
postwar modernisations has begun: its poli- 
tics is starting to be about policies. 

Se ee a ee ee ee G 
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Old dogs of war 
grow weary 


The civil war in Afghanistan is less 
fierce than it used to be. The hail of 
rockets that killed 30 people in the capi- 
tal Kabul this week has become excep- 
tional. More usual is the sort of attack 
described by our correspondent with 
the mujaheddin outside Kandahar 


AJI LATIF, who reckons he turned 75 
some time before Afghanistan's de- 

cade of war began, is Kandahar's oldest 
guerrilla commander. He has four bases to 
the east and south of the city, Afghanistan's 
second largest and the home of its former 
. kings. Each base is manned by a varying 
imber of mujaheddin, perhaps a dozen or 

, Whose aim in life is to pester the govern- 
ment forces. They are mostly young scruffs. 
Haji Latif reminds one of an Afghan Fagin. 

He is formally answerable to a court of 
Islamic elders based at Panjwai, west of Kan- 
dahar city, which exercises a vaguely defined 
authority over the liberated areas of Kanda- 
har province. In practice, Haji mostly does 
his own thing. 

Recently the talk in the district has been 
that Haji is no longer so keen to fight as he 
was in former days. This is not only a 
, wounding slander, but if it got back to the 
* mujaheddin headquarters i in Pakistan's bor- 
der town Peshawar it could mean that Haji's 
supply of weapons would be cut off. To sal- 
vage his reputation, Haji recently sent his 
lads to rocket the nearest government post. 
Sixteen of them, aged 14 to 25, set off at sun- 
set, as the Muslim call to prayer could be 
heard coming from the city. They crossed 
the overgrown fields which separate Haji's 

ise from the government post a mile 
“stant. 

The attack consisted of firing one 
rocket-propelled grenade at the post, which 
missed, and three rounds from a recoilless 
rifle, two of which hit the post. Technical 
problems prevented the firing of two rock- 
ets. The government soldiers, who are not 
used to being fired at and were not ac- 
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Some of the new ene 


quainted with Haji’s problem, shouted: 
“Why are you firing at us, you bastards?” 
They let off some small-arms fire and two 
mortars, none of which did any damage. 

The mujaheddin, all grins, returned to 
Haji's base, in the shade of grape vines. 
They were congratulated on a successful op- 
eration and each rewarded with 2,000 
afghanis, about $10. This payment, known 
as khairat, acknowledges a religious duty 
carried out in dangerous circumstances. 

The Kandahar guerrillas have launched 
fewer such attacks since the Russians left Af- 
ghanistan in February. There is something 
to the rumours about Haji. He is opposed to 
random attacks on the city, which harm ci- 
vilians more than the government. For his 
part, the Kandahar city governor, General 
Nur ul Haq Ulumi, attacks only when at- 
tacked, and not always then. There was no 
reprisal for the raid on the government post. 
All in all, the city is experiencing its first 
taste of near-peace in a decade. 





China 


A look outside 


FROM OUR CHINA CORRESPONDENT 


RUST Mr Jiang Zemin, the new poly- 
glot boss of the Chinese Communist 
party, to find the right proverb: “The well 
water does not interfere with the river wa- 
r." Mr Jiang was reassuring a delegation 
summoned this week to Beijing from capital- 
ist Hongkong, which reverts to China’s rule 
in 1997. By implication, the reassurance is 
to the rest of the world too: China wants 
everyone to live and let live. 
But only last month China’s govern- 


ment ordered the deaths of UPS. deii 
crats in Beijing's Tiananmen Square. Las 
week China’s ambassador to Washington 
was replaced; other ambassadors were 
brought back to Beijing to be told the offi 
cial version of recent history. But the me m: 
ory of the truth cannot be erased at Mr 
Jiang’s decree. Until it fades, China’s rela- 
tions with the outside world cannot be quite 
as simple as the proverb pretends. a 
How soon that happens depends in pz 
on China’s thirst for revenge against the 3 
"counter-revolutionaries" behind the de- 
mocracy movement. This week China 
turned the public gaze away from the cam- 
paign of arrests—the toll is now in the thou : 
sands—to the errors of Mr Jiang's disgraced 
predecessor, Mr Zhao Ziyang. Et 
According to Mr Yuan Mu, the spoke : 
man of the State Council, “Zhao Ziye ng 
once openly stated that corruption is inev. 
itable in the primary stages of a commerciz a 
economy, and he neglected ideological ar 
political work." Put that together with 1 th 
diatribe on June 30th from Beijing's mayor, 
Mr Chen Xitong (he accused Mr Zhao of 
playing golf instead of joining a leadershiy I 
meeting in April to quell the growing "tur. - 
moil"), and Mr Zhao may yet find hin + 
on trial accused of supporting counter-re 
lutionary activity. 3 
But it would be risky to organise the 
highest-level trial since that of Mrs Mao ar an 
the rest of the Gang of Four in 1980. ^ 
Zhao has refused to produce a "selfcri 
cism"—which presumably means he wo d 
defend himself. How could China's supreme ne 
leader, 84-year-old Mr Deng Pod | 
avoid embarrassment? He founded 
open-door policy that has increased boi 
China's wealth and its corruption. Like } M 
Zhao, he too argued that an open door mus 
let in flies as well as fresh air. | E 3 
An open door must also let some flie 
escape. Since the Tiananmen killings [5 
June 4th, several of China's hunted libera 
have escaped to the West. They include tl 
flamboyant student Mr Wuerkaixi, a polit 
cal scientist, Mr Yan Jiagi, and the bos 
China's private sector Stone computer fi 
pany, Mr Wan Runnan. Some fugitives 
been caught. One is Mr Wang Dan, a si 
dent leader unwittingly betrayed by a Tai 
wanese journalist. Yet there is now a ne 
work of dissidents outside China wit 
enough money from sympathisers to sustail 
a permanent campaign against Be j 
regime. | 
The regime's best tactic is not to ri 
against American “meddling” (as the 2^ 
ple 5 Daily does) or the Hongkong press ss (e 
target made bigger by the new support give 
to the liberals by the Beijing-financed news 
paper Wen Wei Po). Better by far would b 
to run the economy so successfully that the 
fugitives become irrelevant. 


The goal of a successful economy a 
missed by Mr Zhao. It is hardly likely to be 
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h it it by Mr Jiang, when a clique of central 
ners such as Mr Peng Zhen, aged 87, 
i id ideologues such as Mr Deng Liqun, 73, 
ive returned to the political limelight. In 
Bie half of this year China's trade defi- 
t increased nearly five-fold over the level of 
ear earlier to reach $5.79 billion; retail 
ss for the period had risen by more than 
5 06 %. The obvious solutions are painful re- 
es! Eon or soothing financial assistance from 
: outside world. After the killings such aid 
unlikely, despite the United States’ 
agreement last week to allow the delivery of 
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» PM 

Sri Lanka 
^ 


TOO bad to print 


THE catchphrase President Premadasa 
A has loved to use since he took up the 
leadership of Sri Lanka six months ago is 
compromise, consultation and consen 
5 us”; It has been ignored. Last week he was 
for ced by growing chaos to add a fourth C— 
crac :kdown. 
The president has been unwilling to ad- 
nit that Sri Lanka is in crisis; indeed, in sev- 
ral crises. The Indian expeditionary force is 
refusing to go home until it has subdued the 
Tamil Tiger guerrillas. Other Tamils, op- 
posed to the Tigers, are threatening to de- 
lai re an independent state in the north-east 
f the country because they suspect that Mr 
emadasa has done a deal with their Tiger 
i: nies. In the south, the People's Libera- 
on Front, a Marxist-nationalist group 
po hates both the Tigers and the Indi- 
;, has renewed its campaign of strikes and 
est in its attempt to overthrow the gov- 
nment. And, by the way, the economy is 
in imminent danger of collapse. 
-. On July 6th all the measures that were 
S E! last November to cope with the previ- 
s onslaught by the People's Liberation 
ront were brought back with a vengeance. 
Anyone pasting up posters—the Front’s 
r "ai publicity technique—can be shot on 
sight. Public meetings have been banned. 
Anyone staying away from work will be 
served with a detention order. All news sto- 
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Destinations, 1988 
as % of total 


Macao 37 — 





Japan 17 





Rest of world 26 


three Boeing airliners. 

If recession is inevitable, it becomes ever 
more essential for China to preserve the 
commercial genius of Hongkong, the source 
of up to 40% of China’s foreign-exchange 
earnings. It was natural that Mr Jiang should 
be conciliatory to the delegation of Hong- 
kong’s political worthies. But while Mr Jiang 
was exuding confidence, Mr Yuan, the gov- 
ernment spokesman, was telling another au- 
dience that martial law, imposed in Beijing 
on May 20th, cannot be lifted because 


"some guns still remain in society”. 


ries for domestic or foreign consumption 
have to pass through an unbudgeable cen- 
sor. Reports on violence, the state of emer- 
gency, the transport strike or the Indian 
withdrawal are banned. 

Mr Premadasa is careful about his own 
publicity. He has not granted an interview 
to a journalist in more than ten years. He is 
described by his government's spokesmen 
as a kindly, pious and humble servant of the 
people. Whatever the truth of that, the ru- 
mour-mill says his cabinet is terrified of him 
and that he treats dissent as disloyalty. Now 
he is trying to establish what he calls his 
New Vision, based on a yearning to make 
Sri Lanka a more moral place. Mr WJ.M. ^ 
Lokubandara, a religious zealot, has been 
put in charge of the government s morality 
programme. One of his ideas is that newly 
recruited teachers in Sri Lanka should pro- 
duce certificates from their parents stating 
that their children "worship" the parents 
every day. 

The president's right-hand man is Mr 
Ranjan Wijeratne, a planter who has never 
served in government before but is now for- 
eign minister. President Premadasa himself 
has been impetuous and naive in dealing 
with the economy, foreign policy and inter- 
nal security. His call in a speech on June Ist 
for Indian troops to leave by the end of July 
was made without first telling India or his 
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own foreign ministry. It has has made an en- 


emy of Sri Lanka's giant neighbour. 

In matters of state housekeeping, the 
president has adopted a “spend, spend, 
spend" policy. Civil servants have had pay 
rises, and more money has been allocated to 
his poverty-alleviation programme than to 
defence. Inflation is unofficially estimated at 
around 30% and likely to rise. The People’s 
Liberation Front notes that poor families 
are being promised 2,500 rupees ($80) a 
month and is demanding similar wage in- 
creases all round. Sri Lanka faces an uncom- 
fortable meeting with the International 
Monetary Fund in the autumn to explain its 
sharp deviation from the Fund’s guidelines. 

The government may take some com- 
fort. Colombo’s port was working again this 
week; freight was being moved, some buses 
and trains were running, and people were 
turning up for work in large numbers. But 
there is still no sign that the People’s Libera-~ 
tion Front will halt its campaign of chac 
The regional government of the north-ee 
is conscripting young men into a defence 
force for the separate state it threatens to 
create. President Premadasa continues to re- 
cite “compromise, consultation and consen- 

us”. Yet, even in a mainly Buddhist coun- 
try, such mantras have a modest effect. They 
do not melt the hearts of Hindu Tamil sepa- 
ratists, Hindu and Muslim Indian soldiers, 
nationalist revolutionaries—or the IMF. 


News from Sri Lanka is being heavily censored. 
This report has been put together in London from 


various sources. 





Pakistan 
Getting away 
from it all ; 


HS pleasant to get abroad again, Miss 
Benazir Bhutto must have thought 
during her visit to Britain over the past two 
weeks. Abroad, life for Pakistan's 36-year- 
old prime minister is straightforward. In 
London she met the mighty, was endlessly 
photographed, held up the traffic and ut- 
tered gracious platitudes at press 
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Are you looking for an offshore 
account based in Jersey offering- 
High Rates of Interest 
No notice of withdrawal 
A cheque book facility 
Interest paid gross (tax free) 
A Money Market Cheque Account 
with Bank of Scotland and Bank of 
Scotland (Jersey) Ltd provides 
that and more ... ‘ 


Up to date rate of interest available by teleshoning Bank of 
Scotland, jersey 0534-39372, 2 |... 
Simply complete the coupon ond enclose your cheque. An 
acknowledgement of your deposit will be sent by ^ 
return and your cheque book will follow afew 
days later. 














INTEREST PAID GROSS 





s Connori Annal Rte 

bak 
Deposits accepted in Sterling or US$ 
Minimum deposit is £2500 or 
US$5000 





"Applied Kate Sterling "Compound Arial Rate 
IC AR) Sterling 


Interest is calculated daily and | | "Interest Paid Gross- Applied Rate Compound 
appli ed monthly US DOLLARS OR STERLING aan Rate (CAR), ne rates may vary- rates 

| Vi pco E PER HE euge MK QUNM, ted correct at ti going to press), subje 
Statements issued quarterly THE BEST OF BOTH WORLDS . minimom balance being retained, Boerner 





Bank af Scotland was constiuted in Edinburgh by Act of koh Parliament in 1595. Bank of Scotland Proprietors Funds (pod up capital and reserves! as of 2915 February PEG were 
£650,3 milion, Bank of Scotland Uersey) bid was incorporated ond is situated in Jersey and is o wholly owned subsidiary of Bonk of Scotlond The paid up capital and cesecves of 
Bank of Scotiond Uarsey! Ltd, as ot Fist December 1987. were ELI million, Copies of the Annual Report and Accounts of Bank of Scotland and of its subsidiary Company, Ronk ot 
Scofiand Hersey! Ltd are available from Bonk of Scotland, PO Box 588, 4 Don Rood, St Helier, Jersey or From Bank ol Scotland, Head Office, The Mound, Edinburgh EM? YYZ. 













Deposits made with offices of Bank of Scotiand and Bank of Scotland (Jersey! Utd are nof covered by the Deposit Protection Scheme under the Banking Act 1987. 
























































To Bank of Scotland Money Market Accounts Centre, l/ We enclose my/our cheque for £ {minimum £2,500) 
4 Don Road, St Helier, Jersey. made payable to Bank of Scotland. 
I/We wish to open a Money Market Cheque Account, i/ We enclose my/our cheque for US$ {minimum US$5000) © 
i/ We are aged 20 or over (Please complete in BLOCK CAPITALS). made payable to Bank of Scotland Hersey} Ltd. 
Should the cheque not be drawn on your own Bank Account, please give 
| FULL NAME(S) as details of your bonkers, 
eenia AY y OUR BANKERS ARE a BAAK 
| E BRANI HS nu E alu UL UA Ud MEET ROME ROMER AA CAE 
| SIGNATURE(S) ROREM PRSETER SERRE ie eee ee Oe ACCOUNT NO — — COPIE S EE red TRE EP TURNER UU a it DEN a edb ot tnt Sn 
| — — — ——-—» — —  S°@BANKOFSCOTLAI 
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will be required on cheques. __AFRIEN D FOR LIFE y 
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at’s to come is still unsure: 


delay there lies no plenty . . . 








year of the famous joint accord in 
ich China promised to allow Hong- 
ng its commercial and social freedoms 
at least 50 years after the British col- 

















eal, this newspaper being almost 
€ as a dissenting Cassandra. 

he British foreign secretary could 
asked China to take over Hongkong 
re and then. A risky invitation, but in 


ve greeted it as a masterstroke. Why 
ait when China was rapidly turning into 
ye most decent of nations? Britain would 
ave conveniently dumped one of its re- 
aining, and most awkward, bits of em- 
re. Any subsequent trouble could have 
been blamed on China. 

Alas for Sir Geoffrey, Britain stuck to 
he date on the Hongkong lease, even 
though the lease has never been recog- 
nised by the Beijing government. The for- 
eign secretary is now the scapegoat for ev- 
erything that has gone wrong in Hong- 
cong. He was reminded of that last week 
during his visit to the colony, where his 

ception varied from discourtesy to 

ibuse. And, heavens, there are still eight 

ears to go before China takes over. 

- The good thing about these melan- 

holy events is that they have provoked, 

Or the first time, a real debate among poli- 

cians and in the press about Hongkong's 








At home she heads a government deep 
onomic trouble. The army has lost little 
e power it enjoyed when the late Gen- 
Zia ul Haq was running the country, 
ss Bhutto has found it impossible to cut 
nilitary propensity to spend that she in- 
ed. Military spending and debt-servic- 
'etween them account for more than 
of the budget. Defence takes 52.22 bil- 
rupees ($2.4 billion). By contrast, edu- 
on takes a mere 1.97 billion rupees. So 
an increase of 60% in education spend- 
last month's budget is only a small be- 
ng. And education has much to do. 
than 9096 of Pakistan's women are il- 














IR GEOFFREY HOWE, a cultured 


man, may sometimes wonder how 














as surrendered in 1997. Sir Geoffrey 
pturously applauded for negotiating 



































































mood of the time the world woud ~ 


Britain can hold on to Hongkong after 


would grant Britain a leaseback for a num- 


A E e a A 


General Zia is 
longer. People are getting weary of Miss 
Bhutto's supporters chanting “11 years of 
tyranny” to explain away the country's ills. 
Although some of Pakistan's problems grew 
worse under General Zia, most have their 
roots in Pakistani society. A huge black 
economy is fuelled by heroin money and tax 
evasion. 


American aid. The American Congress has 
agreed to allocate $581m to Pakistan for fis- 
cal 1990 (which begins on October Ist). Pa- 
kistan's budget last month, like its predeces- 





ral declaration of independence by the 
Colony. |: 07057. 

. The other sort of plan concedes that 
China will take over in 1997, but says that 
by then Hongkong must have its own in- 
dependent-minded, and perhaps bloody- 
minded, government in place to warn off 
any interference from Beijing. Advocates 
of this plan want early direct elections to 
the colony's present largely-appointed 
Legislative Council. They want China to 
promise to keep its soldiers out of Hong- 
kong and not to interfere in its law courts. 

Anything less would further depress 

the colony: economic growth this year is 
forecast to be down on the 1988 figure of 
1.476. It would encourage more emigra- 
tion from Hongkong. Although Britain is 
refusing to take more than a token num- 
ber of Hongkong's 5!2m people, other 
countries are showing interest. This week 
little Singapore said it would allow in 
25,000 Hongkongers and their families— 
perhaps 100,000 people altogether. Some 
15,000 application forms for residence in 
Singapore were handed out in Hongkong 
on the day after the announcement. 

In Britain a House of Commons select 
committee wants direct democracy by 
1995. Sir Geoffrey has said that he will lis- 
ten to Hongkong's legislators about de- 
mocracy. But they had better hurry up. 
Britain's Foreign Office shows no wish to 
risk upsetting Beijing by giving Hongkong 
more democracy at present. lt is anxious 
for Britain to resume the good relations it 
had with China before the Tiananmen 
Square massacre of June 4th. Mrs 
Thatcher may not approve. 

In this maze of talk, Sir Geoffrey con- 
tinues to believe that the joint accord with 
China he negotiated in 1984 remains 
Hongkong's best guarantee for the future. 





future. Scarcely a day goes by without 
some plan being offered that would guar- 
antee the colony's freedom for ever and 
ever. These plans fall into two broad cate- 
gories. One assumes that in some way 


1997. 

Some bankers in Hongkong believe’ 
that China would be willing to allow Brit- 
ain to carry on administering the territory 
for at least ten years after 1997, although 
the place would formally become part of 
China on that date. China, so these bank- 
ers believe, would be happy to be relieved 
of the burden of running the territory 
while it was getting its own house in order. 
A variation of this idea is that China 


ber of years after 1997. Britain in return 
would pay China a royalty each year. 

The trouble with both these ideas is 
that, while they are discussed with serious- 
ness in Hongkong, there is no evidence 
that they have even crossed the minds of 
China's leaders. They are as unlikely to re- 


ceive Chinese approval as would be a uni- kong's defences paper ones? 









Blaming everything and anything on 
not going to work much 
tic borrowing starves industry of money for 
investment, 
Success abroad for Miss Bhutto is not 
mere empty show. American friendship 
means generous aid and international loans. 
She and Mrs Thatcher exchanged thoughts 
about how to bring peace to Afghanistan. 
She promised to do more to end Pakistan's 
trade in heroin, much of which comes to 
Britain. On July 10th she met the Common- 
wealth secretary-general, Mr —Shridath 
Ramphal, and was assured that Pakistan can 
rejoin the 48-member group of former Brit- 


The national purse depends in part on 


It is a paper defence, but aren't all Hong- AL 


kistan has a low rate of saving and invest- 
ment. The government's high rate of domes- 


sors, left farming almost entirely exempt 
from taxes. This is hardly surprising when 
most members of the cabinet, including 
Miss Bhutto, are from landowning families. 
Private wealth is not spent productively; Pa- 


ish territories. 

Important mattets, and a lot easier than 
dealing with the army, the landowners and 
the opposition in her own country. 








te, which makes any reasoned. birth- 
ol campaign difficult in a country with 
of the highest rates of population in- 
se in the world. 



























TY WAS the first American city to harbour 
AIDS, and the first to see it consume ho- 
1osexuals and then to explode among intra- 
venous drug addicts. Now New York sees 
- - AIDS spreading to a whole new section of the 
< population. The people newly at risk are 
s ipn who smoke crack, a cheap, highly ad- 
<: .dictive form of cocaine. 
fe As a group crack smokers have none of 
. e usual risk factors. Most crack users do 
not inject drugs into their veins, in the way 
that heroin and some cocaine users do. 
They are not disproportionately homosex- 
ual. Yet an increasing number find, when 
they check in at sexually-transmitted-disease 
clinics, usually with ulcers caused by other 
venereal diseases, that they are also infected 
with the HIV virus that causes AIDS. 

















What seems to have happened is a rush. 


into commercial sex in order to raise money. 
“Since the introduction, of crack in 1985 


many young people in poor districts of New ` | 
*'Vork have been lured: on to it. Crack is _ 

cheap—about $3 a hit—but so addictive . 

(and the high is so short-lived) that addicts 


quickly run out of money to support their 


habits. So female addicts have taken to of- ^ | BM 
fering sex instead. They have to work hard. © | 
Women have told researchers that sex in the 


crack houses i i cheap. The going rate for a 


session of oral sex has dropped as low as 25 
nts in one Harlem crack-house, where _ 
"women have to service 12 men to earn 


enough to get a hit of crack. 


They may be exaggerating. But syphilis | 


and gonorrhea are also on the increase, 
which seems to bear out some of the stories. 
Two other factors may be facilitating the 
virus's leap from intravenous drug users to 
the crack prostitutes: bleeding venereal 
sores may increase the ease of transmission 
of the blood-borne virus, and crack itself 
(unlike heroin) may increase libido. 
Dr Mary Ánn Chiasson of New York 
city s Health Department, who has tracked 
~- the trend, says that the women have to be 
fairly desperate before they come into a 
clinic and agree to be tested, so it is hard to 
estimate how far the infection has spread 
among crack users. The epidemic might 
turn out to be less fierce than the two previ- 
ous waves among homosexuals and drug ad- 
-dicts. The conditions required for it—crack 
houses, utter poverty and a reservoir of in- 












fected intravenous addicts—exist only in a 
few places such as parts of the South Bronx, 
Brooklyn and Newark. Nonetheless, a sur- 
vey in the South Bronx found that 3096 of 
crack users who denied having homosexual 
sex or injecting themselves carry the virus. 
This is not the much feared “heterosex- 
ual break-out’. But crack gives AIDS, for the 
first time, a major link with women, espe- 
cially black women. Whereas in Manhattan 
8% of AIDS cases are female, in the Bronx 


Blaming it on the mayor 





AIDS services needed in New York (estimates) 


1989 1993 
Acute beds tS 2420 4020 
Housing units o 1280 2,640 
| Health-related facility beds 230 ——— 590 
Skilled-nursing facility beds — 30 6% 
Daily average of patients =” 
| receiving home care 1,670 3,450 
Doctors’ visits 934,480 — 1,003620 





workers like Mr Ballinger and Mr Joh 










































and Brooklyn t * 
More than 85% 
New York are H 


easy people! 
cation. Cra 


who val ie 
sexual eats in tl 
son of the Mir 


I only do it with nice people.” ! 
There is little sympathy for th 


disease in New York is now through 1a 

needles rather than homosexual sex, peo 
with AIDS are assumed to be reaping the 
wards of their own foolishness. The 
health commissioner, Dr Stephen Jose 
now believes that it is better to educate 
ple by supporting the efforts of on-the 





than by using the mass media. 


The wrong sort of care 
Even if the crack-related epidemic pro 
mirage, New York is in trouble. One 
of the nearly 100,000 cases of; 
nosed in America are New Yorkers: 
in five of all American children wit 
live in just two boroughs of New 
Brooklyn and the Bronx). AIDS is th 
cause of death in New York city, after: 
and heart disease. d 

At least 200,000 New Yo 
caught the virus. Nearly 11,000 hz 
and about 10,000 more have devek 
full disease. Many of the remaind 
homosexuals, 100,000 intravenous d 
ers and tens of thousands E 
users—will get the full disease over 
few years. By 1993 twice as many peoi 
be falling ill with it each year as are n 

New York's response to this 
has been pitiful. The hospitals are al 
just about full, and there are few faciliti 
those not sick enough to require acut 
There is only one house in New York, 
44 beds, set aside as a supervised resid 
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GROUP of British doctors is be- 
A ginning this month to consider 
to reduce the hours put in by ju- 
or doctors working in hospitals. 
: : e is an average of 72 hours a 


“Last year the state health commis- 
ioner appointed a group of medical 
perts to consider how the hours 
rked by junior doctors—in Ameri- 
n, residents or interns—should be 
Wn Their recommendations, is- 
ued last January, were that the con- 
tinuous hours that residents work be 
"cut from 36 to 24 and their hours per 
week from 100 to 80. 
= Ihe experts also recommended 
:that doctors in training be closely su- 
.pervised by senior physicians. One 
reason for setting up the commission 
_was the case of an 18-year-old girl ad- 
_mitted to New York Hospital one eve- 
ning with a raging headache who died 
ext morning without having been 
“seen by a senior doctor. A grand jury 
accused the hospital of “woefully in- 
dequate’’ care. 

- On July Ist the new rules—the 
irst in the United States—went into 
ffect. Most junior doctors were glad 
the chance to get more sleep. Most 
so welcomed being able to consult a 
nior doctor if a case proved difi- 

lt. Auxiliaries to perform routine 
asks seemed to most a good idea. But 
few were sorry that they might have 
9 hand over patients to other junior 
loctors in midstream. 

© The managements of the state's 
50 teaching hospitals are gloomy 
i:bout it all. They see themselves hav- 
ng to hire more nurses, senior doc- 
rs, technicians and auxiliaries at a 
me when hospitals are already losing 
noney. The state has appropriated 
ome $65m to help pay the salaries of 
e new staff; but even if the money 
re adequate, finding nurses in New 
York is- like Oring i for gold in the 
eets. 


















































d cost $1,700 a month. This cost dif- 
ferential is not the city's concern. It would 
have to pay for the flats, while the federal 
Medicaid programme and the insurance 
companies and the patients themselves be- 
tween them pick up 83% of hospital bills. A 
person with aips will consume about 
$60,000, which is 7596 of the cost of a heart 
transplant in medical services. 

The mayor's task force on AIDS, which 
reported in March, spoke of a health-care 
system "on the verge of being over- 
whelmed''. It recommended 300-500 extra 
acute beds over the next four years, two 200- 
patient facilities for sub-acute care and nurs- 
ing homes for up to 1,500 sufferers. It also 
suggested building these in boroughs other 
than Manhattan, which at present cares for 
60% of the AIDS cases, though only 44% of 
them live there. But New York hospitals are 
already desperately short of staff. Beds go 
empty for lack of health workers, especially 
in the poor boroughs where the drug-related 
AIDS epidemics are worst. 


Transport 


y each. To provide ER with cheap flats UE 
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1 to New York is ^ 
hostile arx polarised i is the atmosphere 
in which AIDS policy is conducted. Many ho- 
mosexuals are openly contemptuous not 
only of the city administration but also of 
AIDS scientists. Last year Dr loseph halved 
the official estimate of HIV carriers in the 
city. It was a statistical readjustment, but was 
called a political move to minimise the prob- 
lem. A similar protest greeted his most re- 
cent suggestions: that health authorities 
may have to test more people for AIDS, trace 
their contacts more carefully, and perhaps 
abandon anonymous testing (in which those 
being tested do not learn. the results and 
those who know the results do not know the 
names of the tested). He is inclined to move 
to confidential testing, where the result is 
kept secret from all save those tested. 
Distrust is less pronounced in the newer 
groups affected by the epidemic, but it is 
growing even among the heroes. “We pur. 
on our suits and go downtown to get t` 
funding”, says Mr Johnson, “but that's = 
we can expect from Ine UE j 
































Paved with problems 


WASHINGTON, DC 


Skinner’s Chitty Chitty Bang Bang 


“HANKS to the country’s size, economic 
. growth in America has always depended 
on getting about. The railroad opened up 
the American West. Eisenhower’s. 1956 
highway act started an interstate system that 
will be more or less completed by 1991. The 


country has 2m miles of paved roads; its air- 


ports handled 457m passengers last year, 
double the number in 1974. 
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Yet instead of praise for a splendid 
transport network there is a tired litany of 
complaint. Airports are congested; ticket 
prices rising. Across the country—from Los 
Angeles to Boston——commuter journey 
times are lengthening and average speeds 
falling. In 1987 two-thirds of urban inter- 
state highways were officially congested dur- 
ing peak hours, up from two-fifths in 1975. 
Inconvenience is not the only grumble. De- 
lay costs the economy dear. For every dol- 
lar's worth of American exports, 25 cents is 
spent on transport—and the cost grows 
with increase congestion, 

Mr Sam Sk nner, the n new secretary. of 
















transport, is preparing to step gingerly i into 

this mess. For the first time in the country’s 
history, he will be presenting a national 
transport policy. The consultation exercise 
will be formally launched on July 24th. Off- 
cials plan to hold 72 meetings round the 
country over the following months. The 
state highway official’ ^ association 
(AASHTO) has already chipped in its own 
plan called Transportation 2020. The Na- 
tional Governors’ Association will soon 
publish a report on transport infrastructure 
(the chairman of its drafting committee is 
Governor Jim Thompson of Illinois, where 
Mr Skinner served as attorney-general and 
as chairman of the Northeastern Illinois 
transport authority). 

Not everyone thinks that America 
needs a national transport policy. Mr Skin- 
ner's predecessor, Mr James Burnley, coun- 
selled against central planning. Lobbies 

Worry about having to protect their particu- 
‘transport patch. But decisions on, say, 
l-freight regulation affect demand for air 
freight. And issues such as user fees or in- 
vestment priorities need to be considered 
across the board. Mr Skinner learnt in his 
early career at IBM the value of working to 
some sort of strategic plan. 

Drawing up a plan will not be easy. Get- 
ting road, rail and air battalions to co-oper- 
ate within the transport department is al- 
most as hard as doing the same at the 
Pentagon with the army, navy and air force. 
The boundary between federal, state and lo- 
cal responsibility is constantly blurring and 

* shifting. So is the boundary between public 
and private sectors. 

Congressional jurisdiction is a sham- 
bles. In the Senate, rail and air come under 
the commerce committee, roads under the 
environment committee and mass transit 
under the banking committee. Finance 
brings in the budget, appropriations and fi- 
nance committees. Piloting bills through 

»ngress would be tricky even if policy ar- 
guments could be avoided. 

Which, of course, they cannot be. Air- 
line deregulation, for instance, is a favourite 
whipping boy. Passengers are upset by the 

near-monopolies that many airlines have at 


their hub airports. They are bewildered by 


discounts, frequent-flyer offers and other 
gimmicks. They are suspicious of the links 
between big airlines, the computer-reserva- 
tion systems they own and the travel agents. 
Mr Skinner sees this fuss as primarily about 
competition; he is not about to reregulate 
the industry. But he may find competition 
politically difficult if this means letting in 
more foreign airlines. 

As ever, money is short. America's in- 
vestment in public infrastructure has fallen 
from 2.396 of GNP in 1960 to just over 1% 
now. The states are calling for massive new 
investment—AASHTO wants a 4396 increase 
in annual spending on surface transport 


alone—and they expect federal help. Mr 
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Skinner accepts the case for additional in- 
vestment but looks to the states to shoulder 
most of the burden. 

Lobbyists retort with a Washington 
myth: the surpluses in the federal trust 
funds for highways and airports that come 
from, respectively, taxes on petrol and on 
air tickets. Unspent balances in each, they 
say, amount to $15 billion. But the Congres- 
sional Budget Office has demonstrated that 
these trust-fund surpluses are illusory. The 
highways fund will be exhausted by autho- 
rised spending; the airport surplus exists 
only because general taxes finance a big 
chunk of the Federal Aviation Authority. 

The focus on the budget could divert at- 
tention from three important issues: invest- 
ment appraisal, traffic management and 
pricing. An example of poor investment, 
says a new Brookings Institution study, is 
building heavily used roads with too thin a 
surface: thicker roads that need less mainte- 
nance would be wiser. Or consider mass- 
transit railways in Washington and Atlanta. 
Only one-seventh of their capacity is used: 
both cities were slow in waking up to the 
suburb-to-suburb pattern of half of today’s 
commuting. 

Traffic management could be improved 
through better traffic-light co-ordination, or 
greater encouragement of car and van pool- 
ing. Technical progress may help too: Cali- 
fornian experiments with “smart” cars and 
roads offer promising results. Airport con- 
gestion is often caused by underinvestment 
in advanced air-traffic control facilities, 
rather than the lack of gates or runways. 

The greatest gains in efficiency could 
come from more efficient pricing. In princi- 
ple the public sector's road and air costs (but 
not those for rail or mass transit) are fi- 
nanced by users through taxes. But not all 
use is fairly paid for. Rich people's use of pri- 
vate aviation is subsidised by commercial 
passengers. Heavy lorries that do most dam- 
age to road surfaces are subsidised by light 
ones. In some states the tax system encour- 
ages lorries with fewer axles—even though 
road damage is proportional not to overall 
weight but to weight per axle. 

These are minor glitches compared with 
the biggest fault of all: prices do not rise for 
peak-hour use, when nearly all the costs and 
stresses of delays are incurred. The practical 
and political objections to direct charging 
for peak-hour use are strong. Yet some 
experimenting with peak-hour pricing may 
come. Hongkong has tried electronic moni- 
toring of car movements; Singapore oper- 
ates flatrate peak-hour pricing. And at 
America's four high-density airports the 
trading of landing and take-off slots already 
takes place. At this stage Mr Skinner is too 
canny a politician to be drawn on conges- 
tion pricing, which would initially be un- 
popular. But he may find it the best single 
solution to America’s transport worries. 
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Death penalty 


Right ruling, 
wrong reason 


ENS SOERING is not the kind of persor 

whose victory in court can easily be celgl 

brated. In 1985, by his own confession, he 
murdered William and Nancy Haysom oi f 
Virginia at the behest of their daughter, his 
friend. The Haysoms, aged 72 and 53, died 
of multiple stab and slash wounds. Yet the 
latest court ruling in the case, in Mr 
Soering's favour, is welcomed by some peo- 
ple: those distressed by America's grov ing ng 
belief in capital punishment. | 
The death penalty was the basic reason 


V 


Eight years behind that door? 


why the European Court of Human F 
in Strasbourg refused on July 7th to a 
Mr Soering to be extradited from Brit 
where he is being held, to Virginia, w 
wants to try him and might, fter p 
him to death. ; 

But the court's decision was not simpl 
a matter of refusing to allow those facing 
possible execution to be extradited. 
would have been a clear condemnation 
the death penalty—and a radical interpret: 
tion of the Council of Europe's hun an 
rights convention which contains a pros 
sion saying that the death penalty in it olf i 
not a violation of the right to life, a right 
that is asserted elsewhere in the convent ior 1 
Instead the court based its ruling on a s 
tion of the convention prohibiting tortur 
and inhumane or degrading ithe i i 

The court said Mr Soering must not E be 
extradited because he would face a “very 
long period of time spent on death row in 
such extreme conditions, with ever present 
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and mounting anguish of awaiting execu- 
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tion of the death penalty". The court be- 
lieved that Mr Soering could spend as many 
as eight years waiting to die. But it is the con- 
demned, say defenders of the death penalty, 
not the state: governments, who cause the 
delays on death row by filing as many ap- 
peals and requests for stays of execution as 
they can. Surely, they argue, the condemned 
should not be deprived of this right? 

That is a solid argument: it is curious to 
hold that a criminal might be sent back to 
face instant death yet not if he has a good 
chance of escaping it. The real moral issue is 
the death penalty itself, and Americans who 
skip their country to evade that risk pose a 
general problem for countries which favour 
international co-operation yet find the 


- death penalty barbaric. Canada, which 


American fugitives can reach easily, has 


— been perplexed by the issue for some time. 
Its solution has generally been to return 
— Americans only after the jurisdictions con- 









cerned have given assurances, under the 
United States-Canada extradition treaty, 
that they will not be executed. This hap- 
pened in 1976 with a man convicted of kill- 
ing FBI agents, and again last year when 
Washington state promised it would not ex- 
ecute a man accused of 13 murders. 

Since then, however, a Canadian court 
has ruled that there is no legal barrier to 
stop a man accused of 12 killings being ex- 
tradited to California, which has the death 
penalty. Canada's minister of justice is con- 
sidering whether to overturn this decision 
under the extradition treaty. 

America itself is not spared such quan- 
daries. Since 1984 it has sent three alleged 
Nazi war criminals to Russia, Yugoslavia and 
Israel, where each faced or faces the death 
penalty. And New York state, which, at least 
for now, does not have the death penalty, is 
confronted with the problem of what to do 
with a man accused of murder in Missis- 
sippi, which does. 





. Stealth bomber 


It works! 


d WASHINGTON, DC 


AFTER spending $22.5 billion (more 
than the annual gross national product 

of Ireland) developing the B2 bomber, oth- 
erwise known as the Stealth, the air force 
breathed a sigh of relief when on July 10th 


|. its baby zoomed at 100 miles an hour along a 


Californian runway. Looking like a manta 


_ ray on wheels, it did not lift off, but these 
— things take time: it is scheduled to make its 


first flight later in the month. Yet the 
bomber is in deep trouble. Congress is wind- 
ing itself up to halt the programme. 

The B2 bomber's speciality, and the rea- 
son for its immense cost ($530m each and 


rising), is that it is designed to be all but in- 


- visible to radar. It is made from secret mate- 


rial that is especially good at absorbing radar 


_ Waves, it is in the shape of a flying wing, with 


no fuselage or tail, and every edge, even 
within the cockpit, is curved to avoid send- 


- ing a hard reflection back to radar on the 


ground below. It is a triumph of avionics 
and aerodynamics that the Stealth bomber 


- flies at all. 


The B-2’s curse is publicity. When it did 


34 


Weirder, and more expensive, than Walt Disney World 


not officially exist, the Pentagon could 
spend as much on it as it asked for, from the 
"black" part of its budget. But when both 
the Stealth and its budget were unveiled last 
November, the money got more attention 
than the aircraft. If three bombers crash 
during flight trials, said one congressman, 
there's a $2-billion pile of scrap. It costs 
$100m more than Walt Disney World, said 
another. At such a price, the bomber had 
better have some vital function. 

Yet the air force has kept changing its 
mind about what the 82 is for. Initially, it 
was supposed to seek out Soviet mobile mis- 
siles and drop nuclear bombs on them. This 
presupposes that those missiles had not 
been launched during the bomber's long 
flight, a weak link in the argument. Then 
the air force began to talk about hitting 
"hard" targets, such as command posts that 
might have survived a nuclear strike, before 
returning to land amid the rubble at home. 


This is revenge, rather than war-fighting, 


though it might still be a deterrent. Re- 
cently, in the perestroika age, the air force 





has been mentioning terrorist targets. Yet 
few presidents would want—or need—to 
risk $500m cannons to swat flies. 

The air force clings to manned bombers 
for obvious reasons: its pilots like to have 
real missions to fly. Also, in arms-control 
treaties, bombers count as one warhead, 
however many they actually carry. So it has 
never been enthusiastic about the obvious 
alternative to the B-2: cruise missiles. The ad- 
vanced cruise is going to be “smart” enough 
to seek out command posts after being 
launched from aeroplanes hundreds of miles 
away. It, too, will be made “stealthy”. Ah, 
says the air force, but a cruise missile cannot 
be recalled (nor could the B52 in “Dr 
Strangelove’’), and cannot assess damage 
and return for a second strike where 
necessary. 

The first signs of trouble for the B-2 came 
in the House of Representatives’ armed ser- 
vices committee last month. The committee,- 
had been expected to divide over Preside 
Bush's proposals to deploy two new inte.» 
continental missiles, the Midgetman and 
the rail-borne Mx. Instead the B-2 became the 
main bone of contention. Representative 
Ron Dellums, of California, a left-wing 
Democrat and no friend of the Pentagon, in- 
troduced an amendment to kill the 52. He 
was beaten but found 15 members voting 
with him, including seven Republicans. 

The air force chiefs rushed to Capitol 
Hill to defend the bomber. But their argu- 
ments tended to contradict each other. 
When they maintained that the B2 could 
not be used for a first strike, only retaliation, 
Mr Dellums pointed out that this was not 
true if the aircraft was invisible to radar. 
And several unkind congressmen men- 
tioned Mr Matthias Rust, who got to Red 
Square without Stealth. “But without a pay- 
load either", said Mr Don Rice, the secre- 
tary of the air force, solemnly. 

The defence secretary had already cut 
$1 billion from the fiscal 1990 request f 
the bomber, leaving $4.7 billion: $1.8 bu- 
lion for research and development and $2.8 
billion to raise the number of bombers from 
eight to 11. When the bill reaches the House 
floor later this month, Representative John 
Kasich of Ohio, a conservative Republican 
who voted with Mr Dellums, will introduce 
an amendment suggesting that the B2 pro- 
gramme be halted once 12 aircraft have 
been procured (the air force wants to build 
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132). He thinks he has the votes to win. 

The air force and Northrop, which 
builds the bomber, have taken all the usual 
precautions against a congressional first 
strike. They have spread the sub-contracting 
pie among scores of congressional districts 
and they have adopted the habit—which 
worked for the B-1 bomber—of starting pro- 
duction before the prototype is ready. This 
means that one-quarter of the programme’s 
cost had already been spent before the first 
B2 flew. This is supposed to lead politicians 
down the path of what psychologists call the 
Concorde fallacy: because you have spent so 
much on an aeroplane already, there is no 
point in stopping now. 





CNN 


Pinching talent 


\TLANTA 


FTER its coverage of Tiananmen 
Square, nobody calls Mr Ted Turner’s 
Cable News Network (CNN) the Chicken 
Noodle Network any more. This all-news 
television service has learnt a lot since it 
started in June 1980 with newscasters who 
shone as household names only in their own 
households. It now goes into about 50m 
American homes, and finds a small but af- 
fluent television audience for news-on-de- 
mand 24 hours a day. Its operating profits 
($32m on revenues of $79m in the first quar- 
ter of 1989) have helped to upgrade the 
debt-rating of its heavily indebted parent 
company, Turner Broadcasting System. 

Morale is high at CNN’s head offices in 
Atlanta, where about 800 of its 1,600 news- 
gathering and producing staff are based. 
Many are youngsters fresh out of college, 
hired for around $13,000 a year. But CNN is 
also attracting people who are the equals of 

heir rivals at the three na- 

~ tional networks (which Mr 
Turner calls the “nit- 
works’’): ABC, CBS and NBC. 
In Mr Bernard Shaw, CNN 
has one of television’s best 
anchormen. 

CNN brags that while the 
big three are retrenching 
abroad, it is expanding. It 
had 12 bureaus overseas at 
the end of 1988, and plans to add another 
six this year (in Madrid, Brussels, Athens, 
Geneva, Seoul and Manila). It claims to find 
no difficulty in luring talent away from the 
national networks: such as Mr Mike Chinoy 
from NBC’s bureau in Hongkong to its bu- 
reau in Beijing, and Mr Steve Hurst from 
NBC’s Moscow bureau to CNN’s. 

The main evening news programmes of 
the national networks run for only 22 min- 
utes, if you exclude the advertisements. The 
networks’ overseas correspondents com- 
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Source: CNN 
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Number of homes receiving CNN, 


(excludes over 1m hotel rooms 
and pirate receivers) 


84 
* of which: Europe 4.3m, Japan over 1m 


They shoot horses 


ELY, NEVADA 


PILE of bones, loosely covered with 

horse hide, lies in the sagebrush of a 
Nevada hillside. Mustangs—known out- 
side the west as wild horses—have been 
part of the American West since their 
forebears escaped from Spanish explor- 
ers in the sixteenth century. Cowboys 
used to round them up, choosing the 
best to tame and train. But now they are 
a pest, say cattlemen in the west, stealing 
sparse grazing from cows and sheep. And 
for this the mustangs are being killed, 
illegally. / 

Some 26,000 horses run free in Ne- 
vada, and both the ranchers and the fed- 
eral government (which owns 9096 of the 
land) believe that this is at least 8,000 too 
many. "You can’t hunt horses, you can't 
harvest them, you can't do anything ex- 
cept look at them," says Mr Bob Hill- 
man, of the Animal Protection Institute, 
"and to a western livestock user, that's 
unacceptable". 

Much of Nevada's public land is seri- 
ously over-grazed. The main reason is 
bad management. The Bureau of Land 
Management hands out too many graz- 
ing permits far too cheaply, an invitation 
to over-graze. 

The ranchers prefer to blame the 
horses. The bureau, accepting that they 
have a point, has been trying for years to 
reduce the wild-horse population in Ne- 
vada to 18,000. But lawsuits brought by 


plain that "the bodies have to be stacking 
up" before they can get a foreign news story 
on the air. So some jump at the chance to 
join a channel where their work may actu- 
ally be seen. They say that 
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Cattlemen's target 
animal lovers have prevented them. 

The ranchers are now taking the law — 
into their own hands. In the past two - 
years about 1,000 horses are believed to | 
have been killed in Nevada, 400 of them | 
in the Ely area. The government is prob- — 
ing the deaths, and a federal grand jury — 
in Las Vegas has issued search warrants — 
on several Ely ranchers. 3 

But the slaughter is hard to pin down. - 
The horses are "gut-shot", wounded in | 
their stomachs by a small-calibre rifle, so — 
that they can wander miles before they 
die, their rotting carcases the only evi- _ 
dence. Eventually, says the investigating: 
district attorney, the federal government | | 
must come up with a better management 
plan. And a more humane one. EK 
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CNN is a reporters’ rather than a producers 
network. E 
That may be one of its problems. Ser 
ous television can be boring, as CNN deme 
strated when it devoted 30 minutes a day 
the issues of an almost issueless presidenti 
election campaign last year. The risk is gro 
ing that the relentless drive for entertai 
ment, which motivates much of the rest o 
Mr Turner's broadcasting empire, will eve 
tually seep into the news. Already CNN is d 
voting more attention to pop psychology 
showbiz gossip and diet fads. Its sister char 
nel, “Headline News", is lightweight. — 
The volatility of Mr Turner, a hyper- 
tive 50-year-old, is another danger. He he 
recovered so often from seemingly suicide 
financial escapades that many Atlanta busi 
nessmen are by now convinced he is inc 
structible. But his rescuers are still det 
mined to count the spoons. When 31 cabl 
system companies joined to help Turne 
Broadcasting in 1987, they demanded sever 
of the 15 seats on the board. Can thes 
minders curb Mr Turner’s excesses without 
curbing his entrepreneurial genius? 
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record earnings 
per share. 


BHP earned a record 73 cents+ per share for the year 
ended 31 May 1989, an increase of 28% on the 1988 
earnings of 57 cents. 

The record $1,035 million operating profit was achieved 
on an operating revenue of $11127 million. 

Both the Steel and Minerals businesses achieved record 
profits despite the effects of a higher exchange rate on export 
revenues. The effects of the lower corporate tax rate was 
offset by higher interest charges. 











A sustained high level of demand from the domestic market, further 
productivity improvements from new plant and increased concentration 


on higher value added products all contributed to a record profit of $451 
million. 





Minerals 








Improved US$ prices were received for many products including 
coking coal, manganese, copper and other non-ferrous materials. 

Improved volumes for gold, copper, manganese and thermal coal all 
helped offset the impact of lower production of iron ore and 
unfavourable exchange rates. 

A record profit of $413 million was achieved. 








Petroleum 








Lower world crude oil prices and production, together with a higher 
valued Australian dollar reduced Petroleum earnings by 7% to $338 
million. 

These effects were partly offset by lower taxes, a higher contribution 
from the Timor Sea, and improving U.S. gas operations. 
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Hope reaches the Amazon 


FROM OUR SPECIAL CORRESPONDENT IN AMAZONIA 


DRIVE into Sao Paulo from 
the airport, and one of the first 
signs you see reads, "Save the 
Amazon”. Brazil's attitude to 
its vast ecological treasure- 
trove to the north is showing 
the first faint signs of change, 
though there is far to go before 

i\e country develops—and, more impor- 

int, enforces—a sensible policy on what to 
do with the Amazon. 

The international uproar over the de- 
struction of the rain forests, which has 
reached peak volume in the past year, 
caught the government by surprise. Its reac- 
tion has been hostile, fed by an old fear that 
the rest of the world would love to get its 
hands on this last great tract of underpopu- 
lated but inhabitable land. Since then, sev- 
éral half-hopeful things have happened: 

e A broadly sensible policy for the Amazon, 
called Nossa Natureza (Our Nature), has 
been drawn up by a group with support 
from Brazil's armed forces and put under 
the control of one of the generals in Presi- 
dent Jose Sarney's cabinet. It is, however, 
badly under-financed. 
@ To carry out this programme, four envi- 
ronmental-protection bodies have been 
rolled into one, called IBAMA, and put under 
the supervision of Mr Fernando Cesar 
lesquita, one of President Sarney's close 
1rriends. IBAMA, too, has not enough cash for 
the job. 
e Brazil’s press has begun to argue that the 
Amazon's biological diversity is a treasure 
that needs protecting. One of the main 
weekly magazines, Veja, recently had a large 
article highly critical of deforestation. 
e An offer from Britain to help with re- 
search and conservation work, and to help 
pay for setting up a new biological reserve, 
was accepted by the government this 
month. The World Bank is now negotiating 
a loan of $100m-150m, which it hopes to 
sign early next year, to strengthen IBAMA 
and to improve forest management. 
e Although the government's economic dif- 
ficulties have meant too little cash for envi- 
ronmental protection, they have also forced 
cuts in public works such as roads and dams 
which bring deforestation in their wake, and 
in cheap loans for cattle ranchers. 
e The electricity industry, which six months 
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ago had projects for dams that would have 
displaced 500,000 people, has been redoing 
its sums to give more weight to social and 
environmental factors. As a result, most of 
these projects have been discarded for the 
time being. But the underpricing of electric- 
ity continues to inflate demand for energy. 


Hold the euphoria 


It is still easier to find reasons for gloom 
than hope. The forces pushing people north 
to the Amazon are as powerful as ever. The 
mechanisation of farming in the south of 
the country, sometimes paid for by foreign 
aid, drives people from the land: soya farm- 
ing, for instance, displaces 11 people for ev- 
ery job it creates. Little thought has been 
given to the creation of alternative jobs. 
Small farmers who have sold their land in 
the south tend to buy new land in the Ama- 
zon. And giddy inflation (heading above 
1,00096 this year) feeds land speculation. 
Establishing legal title to land is cumber- 
some, and the law allows a farmer who clears 
an acre of land to claim title to two acres. 
When the Nossa Natureza programme was 
being drawn up, this provision seemed likely 
to be repealed. As a result, deforestation 
rose to a peak of 80,000 square miles in 
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1987. Last year, according to estimates by 
the Institute for Space Research, burnings 
fell back to nearly 50,000 square miles. AL. 
though tax incentives for new cattle-ranch- 
ing schemes, which were heavily criticised i 
a recent World Bank paper, have now been 
suspended, some 500 projects, begun before 
October, still get relief. 

The areas of forest zoned for prote 
have greatly increased in recent years. But 
enforcement is pitifully weak. In the state ol 
Rondonia (see map on next page) 60. M: 
from the federal police and 80 from the mili- 
tary police, poorly equipped, guard an area 
almost as large as West Germany. FUNAI, the 
organisation charged with protecting the in- 
digenous people, is mainly corrupt and ineft 
ficient. Some Indians say the most effective 
single measure the government could take 
to protect them would be to shut E 
down and let them police their own land. 

The growing realisation that the / 
zon is almost as rich in minerals as in wildl fe 
constitutes a new threat to the forest. i 
discovery, in 1982, of gold in Matto Gross 
touched off a gold rush in the state. In tł 
past two years prospectors have been pour: 
ing into the state of Roraima in the nort 
their light aircraft pack the tarmac at os 
Vista’s radarless airport, making it the se 
ond busiest in the country. Thes 
garimpeiros roam the forest like med 
brigands, in gangs of 50 or 100, armed to! E 
teeth, killing Indians who get in their way 
and polluting the rivers with the mercu Iry 
they use to pan for gold. They are regard | 
as romantic heroes. Boa Vista’s town squé 
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is dominated by a sentimental statue of a 
Jarimpeiro panning for gold. 
_ Farther south, the discovery of the 
world’s largest iron-ore deposits, at Grand 
Carajas, has spawned an even more damag- 
ing development. The Carajas mine itself 
has been sensitively managed, but more 
than half the land along the railway built to 
ake ore to the sea has been logged or 
cleared. Worse, umpteen pig-iron plants are 
ed or in operation, using charcoal as 
uel. The only way to make these projects 
pay is to use charcoal, which also depletes 
the forest. An unpublished study for the 
World Bank argues that, if all 34 planned 
projects are set up, they will destroy 580 
square miles a year, using up all the region’s 
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Bra il’s presidential election 


FROM OUR BRAZIL CORRESPONDENT 


HE ten-horse presidential sweepstake in 
& Brazil is turning into a procession, led by 
a tearaway colt that the bookmakers had 
written off as a no-hoper. Four months be- 
fore the first direct presidential election for 
29 years, Mr Fernando Collor de Mello 
aged nine at the last free vote in 1960) is 
racing ahead. The opinion polls say that 
about 40% of Brazil’s 80m voters are cur- 
ently willing to vote for him. His nearest ri- 
val, a left-wing populist and former gover- 
nor of Rio de Janeiro, Mr Leonel Brizola, has 
dropped back to the low teens. The rest of 
the field lags in single figures. 
Brazilians are due to vote next Novem- 
der, in the first round of a two-stage contest 
on the French model. With one more surge 
Mr Collor could win by an outright majority 
n the first round. Last week Britain’s for- 
ign office persuaded Mrs Margaret 
"hatcher that a half-hour meeting with the 
'oung candidate would be politic. They got 
on rather well. His economic views—against 
state subsidies, in favour of privatisation, de- 
'egulation and market forces—could have 
been borrowed from the British prime min- 
ister. Mr Collor's main appeal to the Brazil- 
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forests within 70 years. 

In spite of the speed of defor- 
estation—the gloomiest estimates 
reckon that an area the size of 
France has already gone—a vast 
amount of rain forest remains. Bra- 
zil’s technical institutes are full of 
people doing world-class work to 
discover what the forest contains, 
and how it can most sensibly be 
used. They get virtually no help 
from companies, even those which 
make money from their discover- 
ies. The director of the Museu 
Goeldi Herbarium in Belem points 
out that Merck, a West German 
pharmaceutical company, has for over 20 
years been using a wild plant from the Ama- 
zon to make a product to treat glaucoma. 
Yet the company has not put a penny into 
research into the cultivation of the plant, 
which is now close to extinction. 

Finding ways to exploit the Amazon in 
its present state is clearly the best way to give 
people a financial interest in preserving it. 
The potential of the forest is only beginning 
to be understood. A paper just published in 
Nature, a scientific journal, reckons that the 
fruit, rubber and timber in a hectare of for- 
est is in principle worth almost $7,000 (with 
the fruit and rubber providing 9096 of the 
value). As cattle-pasture, the same land is 


worth less than $3,000. 
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he hot prospect from nowhere 


ian masses is his campaign against bureau- 
cratic excess, a commodity of which his 
country has a superabundance. 

Mr Collor first hit the headlines in 1987 
as the hunter of the so-called “‘maharajahs””, 
the thousands of civil servants, often politi- 
cal appointees, who get astronomical sala- 
ries for little or no work. By axing their pay 
in the tiny, impoverished north-eastern 
state of Alagoas, the unknown young gover- 
nor became an overnight hero. He consoli- 
dated his popularity by attacking the feeble 
government of President Jose Sarney while 
other politicians kept mum. 

His claim to be a reformer is supported 
by the growing number of attacks the 
politicial old guard is making on him. Yet 
some think that Mr Collor—born into the 
Brazilian business class, and later a night- 
club-friendly playboy in Rio—smacks more 
of opportunism than of genuine conviction. 
In his short political career he has supported 
four parties. In the 1985 electoral college for 
the presidency he voted, against the over- 
whelming tide of public opinion, for his god- 
father, Mr Paulo Maluf—for many the epit- 
ome of the businessmen-politicians who sat 
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easy during the 21 years of military 
dictatorship. 

On television his clean good looks and 
actor's smile serve him better than his fuzzy 
jargon-heavy answers, enlivened by the oc- 
casional crackpot idea. He says responsibil- 
ity for foreign debts should be returned to 
the state-owned companies that originally 
incurred them, for bilateral negotiation with 
the banks. “He is not a candidate, he is a 
video-clip,” says one political rival. 


The favourites lag behind 


Scepticism cannot console the old nags 
plodding along behind Mr Collor. Mr Ulys- 
ses Guimaraes, leader of the centrist Demo- 
cratic Movement party, likes to think he 
represents a natural majority of Brazilians, 
but is polling only 396 in his home state of 
Sao Paulo, which has 18m voters and the 
country's largest electorate. Mr Luis Inacio 
("Lula") da Silva has seen support for his 4 
Socialist Workers’ party plummet. M 
Mario Covas of the Social Democrats w; 
supposed to stand somewhere left of centre; 
he has felt obliged to widen his appeal by 
converting to free-market economics. 

If Mr Collor does win—the television 
campaign could yet unseat him—he will face 
a hostile congress and a campaign to bring 
in a parliamentary rather than a presidential 
system of government. He will also have to 
tackle, with little experience and no estab- 
lished power base or lobby behind him, the 
Sarney regime's awful bequest: a likely de 
facto moratorium on Brazil’s foreign debt, 
and the imminent risk of hyperinflation. * 
Still, plenty of Brazilian businessmen, sur- 
veying the alternatives, are beginning to 
agree with the opinion poll samples that Mr 
Collor could be as good a bet as any. 
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Local detail. 





Hong Kong, London and Shanghai 
since 1865. Japan since 1866. San 
Francisco since 1875. New York 
since 1880. The HongkongBank 
group's experience in the markets 
of the world extends over a century. 
Its member companies, too, have 
long and distinguished histories in 
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Global perspective. 


Wat Ae ia 


James Capel in the U.K. ,Marine 
Midland Bank in the U.S.A.,and 
The British Bank of the Middle 
East in the Middle East. 


This means that through any of our 
1.300 offices in more than 50 
countries, you can get access to 
advice from people immersed in 
those markets. 


For more information, contact your 
nearest office of the 
HongkongBank group. 


Intimate local knowledge. Global 
perspective. A management 
structure which produces fast 


decisions That’s aur strength 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1988 
EYCEUZnII£123RI TION 


laste accepted over time. 


Ihe mark of a ereat Scotch whisky. 
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Ever since a J apanese entrepreneur, Tomomi Iwakura. 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 


Grand 


Old Parr 






Na | 
Knife man 


URGERY without anaesthetic is the cure 
the new president proposes for Argenti- 

, . " 
na's wasting disease. Mr Carlos Menem 
hopes to "cut all the entrenched and intoler- 
able inefficiencies in the government admin- 
istration”; he wants decentralisation, war 


on corruption, more investment, payment 
of the fofeign debt. as a matter of honour, 





* Menem’s honeymoon 


recovery of the Malvinas (Falklands) within 
the framework of the law. This unPeronist 
language augurs well. So does the record of 
Mr Menem’s new finance minister, Mr Mi- 
guel Roig, who has spent a working life in a 
big trading company. 

The austerity started with a devaluation 

f the currency’s official price from 300 to 

~ 050 australs per dollar, a small cut in tariffs, 

sharp rises in public-sector prices and cuts in 

private-sector ones. Some mercies blunted 

the edge of the surgeon’s knife, and opened 
the way to traditional fiddling. 

Prices for public services—for gas, to 
start with—will rise by less for poor people 
than for the better-off. Employers, including 
the state, have been ordered to pay a one-off 
bonus of 8,000 australs ($12 at the new offi- 
cial exchange rate) to all employees, and pre- 
sumably the central bank will print the 
money. Shopkeepers were slow to accept or- 
ders to sell their stock at a loss. The banks 
have been told to cut interest rates below 
the rate of inflation (almost 12096 last 
month), so prudent Argentines will go on 
keeping their spare cash abroad. 

Mr Raul Alfonsin, by handing over the 
presidency five months before the date pre- 
scribed in the constitution, gave Mr Menem 
a flying start. His first look at the job seems 
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to have hes ate fea to say the right 
things and do some of them. He still faces 
frightful obstacles. The new congressmen 
elected in his wake will not take their seats 
until the due date in December; meanwhile 
he must work with the old ones, among 
whom he has no clear majority. Even when 
his own men move into their seats they will 
not form well drilled ranks: Peronism is an 
individualist creed, not a disciplined 
ideology. 

The new president must cope, above all, 
with the armed forces. They claim a high 
destiny; but they squabble between them- 
selves, and officers in the same service 
squabble with each other. The resulting 
confusion and indiscipline so preoccupied 
poor Mr Alfonsin that he could never get to 
grips with larger problems. Mr Menem has 
made a clean sweep of the high command, 
replacing the heads of all three services. He 
seems about to grant an amnesty to the offi- 
cers accused or convicted of various crimes. 
That will not necessarily stop the bickering, 
or free him from military worries to tackle 
the next six years of the economic strin- 
gency that he has bravely promised. 





israel 


Labour serves 
notice to quit 


FROM OUR ISRAEL CORRESPONDENT 


66 WILL not serve as a fig leaf for 

the Likud. We will not be a fig leaf 
for a tragedy." Thus the leader of the Israeli 
Labour party, Mr Shimon Peres, on July 
10th, after he and his colleagues voted to 


S IF it did not have plagues enough, 
Lebanon is being swept by FROGs— 
or at least by rumours of them. The 
FROGs are Soviet-made medium-range 
ballistic missiles which Syria accuses Iraq 
of supplying to General Michel Aoun, 
thereby complicating the Syrian siege of 
the army over which the general presides 
in the. Maronite enclave that stretches 
north from East Beirut. 
These weapons, say the 
Syrians, could reach as far 
as Damascus, and must 
therefore be withdrawn. 
Until they are, Syria will 
add a sea blockade to the 
land blockade it has im- 
posed on General Aoun for 
the past four months. This 
week Syria was as bad as its 






Lebanon's latest scourge 
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banded their AMETE Y with Mr Yitcha na c 
Shamir's Likud. They have plunged the “ 
tional unity" coalition into a new crisis, and 
cast grave doubts over Israel's ability to end 
its war with the Palestinians. - um 

The Labour decision came after Lil 
rebels, led by the minister of trade and i n 
dustry, Mr Ariel Sharon, had forced N 
Shamir on July 5th to say what had besii 
unclear in his government’s peace plan: ie 
he would never accept the creation of an in 
dependent Palestine, that he would not d il 
with Mr Yasser Arafat’s Palestine Liber : 
tion Organisation or halt settlement in “ 
dea and Samaria" (the West Bank), and that 
the Arabs of East Jerusalem, annexed to i 
rael in 1967, would not be allowed to ake 
part in the election Israel is proposing- 
the occupied territories. 

Labour bade its time, but not for long 
The party paused to share the country's o t- 
rage over a bloody episode on July 7th, when Y 
a lone Palestinian from Gaza grabbed thi 
wheel of a bus on the Tel Ano 
highway and forced it into a steep ravine, 
killing 14 passengers. Four days larer i i 
leaders recommended leaving the gover 
ment, a recommendation that must now g 
for confirmation to a meeting of Labour’ 
central committee. a 

Mr Peres had been unhappy ever since 
an indecisive election last November forced 
him for the second time into a coalition un: 
der Mr Shamir’s prime ministe 
Labour's Mr Yitzhak Rabin retained the d 
fence portfolio, but foreign policy was aba a 
doned to the Likud. From his office i in the 
finance ministry Mr Peres had little influ- 
ence on the search for peace. Some restivi 
back benchers had even begun to play wi 
the once unthinkable idea of dealing w wid 
the PLO, especially after last summer's deci 
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word: its gunners sank a Maltese tanker, | 
the Aloil, in international waters after it — 


had defied the blockade to unload oil at 
the Christian port of Jounieh (see map) - 










interim head of Lebanon’s legal govern- | 
ment, which collapsed in disarray when — 











tember. The general refus | 
ed to say, at a press confer- - | 
ence this week, whether he | | 
really had any Iraqi FROGS — 
in his armoury, but dis | 
missed Syria's Purported 
fear of them asa “mockery” — 
and its naval blockade as 
"piracy", in which the 
wicked Israelis had doubt 
less colluded. 
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- sion by King Hussein to sever his ties with 
the West Bank killed off the Labour party's 
- “Jordanian option". When Mr Sharon 
forced the Likud to show its true colours, 
.. Labour's opportunity came. 
— The nature of the opportunity remains 
unclear. At present Labour has 39 seats in 
- the 120-seat parliament, the Likud has 40. A 
recent opinion poll predicted that Labour 
would win only 28 seats in a new election. 
Of the lost Labour votes 6096 would go to 
parties on the left, the Citizens’ Rights 
Movement and Mapam. The other 4096 
— would go to the Likud. It was figures like this 
— that crushed Labour in last month's elec- 
_ tions for the student council at the Hebrew 
-. University in Jerusalem. 
— A national defeat of these proportions 
= could mean the end of Labour, which has 
.— been in steady decline since the Likud first 
came to power in 1977. That is a powerful 
- argument against leaving the coalition. The 
- failure to fix a date on which the party's cen- 
tral committee will discuss the leadership's 
recommendation lends weight to the view 
that there is still time for the crisis to be re- 
— solved. So does the fact that Mr Rabin’s for- 
mula—that “in the present circumstances” 
the partnership with the Likud could not 
— continue—was the one adopted by the La- 
bour leaders. Mr Peres reportedly pressed 
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FROM OUR CANADA CORRESPONDENT 


|». «€ ŅUEEN ELIZABETH the Queen 
| Mother this month made her 11th 
trip to Canada in 50 years, and her 
hosts were unashamedly sentimental 
|| about it. They hauled back into service 
|| the 1939 Buick Convertible that had car- 
|| ried King George VI and his wife around 
| Ottawa. For the governor-general's tea 
|| party on Parliament Hill they polished up 
|| the knife the king had used to cut his 
|| birthday cake. Mr Norman Godfrey, who 
|| was a 14-year-old messenger aboard the 
|| Empress of Australia when the royal cou- 
| ple crossed the Atlantic in 1939, pre- 
|| sented the flowers. About the only fea- 
| tured creatures not around 50 years ago 
| were the horses in the Queen's Plate at 
|| Toronto. The favourite, which won, had 
|| theappropriate name of By Approval. 
| Royalty is not all sentiment. The 1939 
. trip, mostly by train, from coast to coast, 
|| deserved at least a footnote in the history 
|| books. The previous September Canada's 
|| prime minister, Mackenzie King, had op- 
posed taking Canada into a European war 
over Czechoslovakia, and thus influenced 
Neville Chamberlain to appease Hitler by 
signing the Munich agreement. The ar- 
rival of King George and Queen Elizabeth 
aroused startling loyalty; 75,000 people 





for a less ambiguous decision. 

How can those "present circumstances” 
be changed? One way would be for Mr 
Shamir to submit his peace plan—without 
Mr Sharon’s asphyxiating qualifications— 
to the cabinet for a new vote of approval. Or 
Mr Peres could demand as his price for stay- 
ing on a bigger Labour role in the govern- 
ment, perhaps reviving the agreement for 
rotating the prime ministership that he had 
with Mr Shamir in the previous “national- 
unity” government. Both approaches would 
naturally require Mr Shamir to ignore the 
victory of his Likud rebels. 


Between bad and worse 


Dare he? After Labour’s threat to depart he 
has to choose between the unity of his gov- 
ernment, the chances of his peace initiative, 
and the unity of his own party. Mr Sharon, 
who leads what he likes to call the “Greater 
Israel camp” inside the Likud, could well 
team up with the far-right opposition par- 
ties, Tehiya, Moledet and Tsomet, which 
call variously for the annexation of the West 
Bank, the mass expulsion of Palestinians 
and the crushing of the intifada. 

The coalition agreement between the 
Likud and Labour calls for the holding of a 
new election if one party leaves the coali- 
tion. But it is not binding, which means that 


| Queen Mum of Canada 


turned out when they dedicated the 1914 
war memorial in Ottawa. The eyes of Can- 
ada swung east. When the Germans in- 
vaded Poland, Canada moved immedi- 
ately to Britain’s side and mustered its 
strength for the war effort. 


If the Queen Mother shed 50 years, 


The way it was in 1939 












Mr Shamir could in theory respond to 
Labour’s departure by avoiding an election 
and forming a new government with the far- 
right parties and some religious members of 
parliament. In such a government, however, 
Mr Sharon would have immense influence, 
and he could not be expected to settle for 
less than a return to his power-base in the 
defence ministry. 

For this reason, Mr Shamir and the 
Likud mainstream—the party's young 
"princes" like Mr Dan Meridor, the justice 
minister, and Mr Binyamin Netanyahu, the 
deputy foreign minister—need their part- 
nership with Labour. They need it to hold 
off the far right at home, and externally to 
obscure their own rejection of territorial 
compromise with the Palestinians. 

The uncertainty may last for some time. 
Mr Shamir is a dogged man, and he will try 
to weather the storm. Much depends on the 
view of the Americans, from whom a high- 
level team of diplomats will soon arrive ii 
Israel to examine at close range whether th- . 
peace plan in which they have invested so 
much effort can somehow be resuscitated. 
The most tempting solution for a lot of peo- 
ple in both Labour and the Likud will be to 
cling together, climb down and hold on to 
what remains of the middle ground. 





her daughter, meanwhile, was aging by at 
least 20. The Canadian Mint's latest coins 
bear the head of a mature Queen Eliza- 
beth with full crown (and ear-rings), a 
rather than the tiaraed youngster who has 
given current value for decades. As dollar 
bills are withdrawn she will go back-to- 
back on to a new dollar coin with Cana- 
da’s characteristic waterfowl, the loon. 
The currency, not the monarch, will be 
known as the loonie. 
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‘Arab agriculture - 


Just add water 


| DE: in the cd desert the giant sprin- 
Dus turn slowly round, showering the 

Crops with precious water pumped from far 
beneath the ground. Hundreds of green cir- 
Cles, each up to 200 acres in size, stand out 
in lush contrast to the land around. In parts, 
the desert really does bloom. 

lt may soon begin to wither. According 
to western geologists, subterranean aquifers 
tapped to turn the desert green are running 
. dry. A report by the United States Depart- 
ment of Agriculture (USDA) says that little 
- more than a tenth of the water used in Saudi 


. Arabia comes from "renewable" sources— 


rivers, wells replenished by rainfall, desalina- 
tion plants. The rest, some 18 billion cubic 
metres a year, is "fossil" water pumped from 
. ep aquifers which filled up thousands if 
- not millions of years ago, before the climate 
of Saudi Arabia turned arid. Most of the wa- 
ter is used for irrigation. 

Saudi Arabia's reserves of "primary" 
fossil water hold about 340 billion cubic me- 
tres of extractable water. Deeper, "second- 
ary" reserves could yield 160 billion cubic 
metres more. It is unlikely that other large 
sources of underground water will be discov- 
ered. If water consumption continues to 
grow at over: 10% per year, says the USDA, 
the aquifers could be exhausted within ten 
or 20 years, putting an end to most of Saudi 
Arabia's expensive venture in farming. In 
some central parts of the country water ta- 
bles have already sunk to depths at which 
pumping is no longer economic. 

Replacing underground water may not 
be possible, despite heady talk of piping wa- 
ter from the Shatt al-Arab in Iraq (as Kuwait 
is planning to do), from rivers in Turkey, or 
from the Nile (by pipe and tanker across the 

ed Sea). Outlandish plans to tow icebergs 
“from the Antarctic are being reassessed. But 
water is unlikely to be obtained in quantities 
large or cheap enough to use for irrigation. 
Growing a single tonne of cereals using desa- 
linated water costs an impossibly high 
$3,500. 

It will nevertheless be politically difficult 
for Saudi Arabia to drop its cherished aim 
of reaching self-sufficiency in food. In the 
past decade the government has spent bil- 
lions of dollars to turn thousands of acres of 
barren desert into productive farmland. 
Generous subsidies and high support prices 
have encouraged farmers to grow 35% of 
the country’s food, up from only 15% five 
years ago. Saudi Arabia produces export- 
able surpluses in wheat, eggs and dairy prod- 
ucts. But the cost of making its desert bloom 
makes many economists wilt. 

Growing wheat in Saudi Arabia is as ex- 
. pensive as growing melons under glass at the 
i north di This year, egged on by govern- 



















































Short-playing gardens 


ment support prices of $400-530 a tonne, 
farmers will produce over 3m tonnes of the 
stuf (compared with only 3,000 tonnes in 
1976). With Saudi wheat consumption run- 
ning at only 800,000 tonnes a year, around 
2.2m tonnes of expensive wheat will be sold 
abroad-—Russia is a big customer—or given 
away. The cost to the Saudi exchequer is 
over $1 billion. Importing the wheat from 
abroad would cost a mere $120m. 

The government says subsidised farm- 
ing has spread national wealth (though the 
biggest beneficiaries have been rich inves- 
tors) and halted the drift from the land. But 
even if the government is prepared to go on 
pumping petrodollars into farming, the 
rapid depletion of water supplies means that 
the desert will not bloom as widely in future. 
The production of thirsty crops such as cere- 
als will inevitably have to be cut back in fa- 
vour of more dE. high-value crops for ex- 
port. Some experts believe the precious 
fossil water should not be used for farming 
at all, but preserved for future industrial 
needs. Halting the profligate use of water in 
agriculture will not be easy. Subsidies have 
created a powerful lobby, which has resisted 
attempts to cut support prices. 

Farming the desert is one of the few 
goals Saudi Arabia's conservative King 
Fahd shares with Libya's Colonel Qaddafi. 
For the colonel, this means pumping water 
in huge pipes from under the Sahara to the 
more fertile coastal region. The “Great 
Man-Made River” is expected to cost $25 
billion, and thus be one of the most expen- 
sive engineering projects in the world (twice 
the cost of the Anglo-French Channel tun- 
nel). It is intended to double Libya's water 
supply, mainly to provide irrigation for 
200,000 acres of cereals and grazing for 2m 
sheep and 200,000 cattle. 

The first stage of the project is due for 
completion in two years’ time. lt is unlikely 
to achieve its aim of making Libya self-suffi- 


cient in food. Like those of Saudi Aral 
the deep Saharan aquifers are non- 
able (though experts meN fiercely 
how long they are likely to last). In: 
event, most of the water he aR a rive 
does eventually carry to the coast is likely t 
end up being used by homes and factories 
leaving relatively little for farming. | 
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South Africa 


lea for two 


INCE becoming South Africa's. p 

minister in 1978, and its president si 
years later, Mr P.W. Botha has pounded th 
“terrorist? African National Con 
hounded its sympathisers and refused 
free Mr Nelson Mandela, its celebrated le 
er. On luly 5th, changing his style, he 
vited Mr Mandela to tea, an invitatio 
Mandela graciously accepted. 

The get-together between president a 
prisoner (a "courtesy call", the govern: 
called it later) surprised virtually ever 
in South Africa. News of it took three’ 
to leak out. Mr Mandela had consulted 
ther his political confidants nor hi 
Mrs Winnie Mandela, before going 
the presidential residence in Cape T. 

This was tactless. Mr Mandela's fo 
ers say they will not talk to the white gor 
ment until it releases all political pr 
unbans their organisations and lifts th 
of emergency. In refusing to buy his 
by renouncing violence, Mr Mande 
embodied the policy of rejectionism. T 
party left the opposition’s principles an 
leader's consistency both in question. - 

On July 12th Mr Mandela therefoi 
sued a statement. His release, it said, 

"not an issue at this stage"; nor did th 
party deviate from his position tha 
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vith i the ANC were the only * way of beluis 
ea ce. But, in a hint that the tea parties 
right continue, he added that "at this early 
e further statements to the press as a 
e: ar of conducting possible future discus- 
Edd not be the appropriate course of 
n to promote peaceful development.” 
Mr Botha was as enigmatic as his pris- 
er er. Estranged from his National party col- 
E es since they set about getting rid of 
ir m ona February, he conceived the meeting 
ehind their backs. For him, it was presum- 
bly a chance to make history before relin- 
uishing his job after September’s election. 
ie party prefers to refrain from history- 
iking until the election is over. | 
isin polls give the Nationalists 
pom from 4896 in April. The newly 
d Democratic party, which is cam- 
;aigning for universal suffrage, scores 28%, 
1e j -right Conservatives 24%. Even with 
an electorate thus divided, a hung parlia- 
| = is unlikely. The Democrats are split on 
Yer to support candidates for the In- 
Te n and mixed-race chambers. The Conser- 
atives have to defend themselves from even 
re extreme splinter parties to their right. 
et t many Nationalists think caution is the 
st defence. Mr Botha’s tea party is not 
at they wanted. 
“bei its outward dismay, the Na- 
al party has been edging towards the re- 
e of Mr Mandela since 1987, when it 
d Mr Govan Mbeki, another elderly 





FROM OUR SOUTH AFRICA CORRESPONDENT 


TE “imperial presidency” of Mr 
P.W. Botha, now drawing to a close, 
has not been good for the Broederbond, 
the secret brotherhood of about 15,000 
Afrikaners who consider themselves re- 
sponsible for protecting the interests and 
glory of their tribe. Mr Botha, a former 
D ister of defence, tended to promote 
SO soldiers, policemen and intelligence peo- 
>, The Broeders have been eclipsed. 
I P Not for ever. Now the brothers are 
ising again and the “securocrats”’ are on 
the run. After the general election in 
ES Mr F.W. De Klerk, the new 
ader of the National party, is set to be- 
come South Africa's president. He fa- 
vours rule by civilians, or at least by the 
N ational party. The party and the 
Broederbond overlap. But the brother- 
kood is more compact and, some say, 
readier to move with the times. It formu- 
ates and debates new ideas for the par- 
ty's leaders, then propagates those that 
are accepted through its many members 
| ininfluential places. 
_ There is, for example, a close similar- 
ity between a secret Broederbond docu- 
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hero of the black cause. | 
Mr Mandela has been 
moved from his cell to a 
comfortable bungalow in 
the prison grounds. The 
minister of justice and 
prisons is said to have 
been visiting him regu- 
larly. The government no 
longer insists that Mr 
Mandela should renounce 
violence. It has hinted 
that it will release him af- 
ter the election, if he can 
contribute to a peaceful 
settlement. This week's 
statement from prison 
comes close to promising 
that. 

The Nationalists' new 
leader, Mr F.W. De Klerk, 
recently launched a fresh 
attempt to start talks on a 
new constitution. The - 
ANC and its allies in South 
Africa firmly turned their 
backs. With its leaders 
banned and exiled, the 
opposition is too incoher- 
ent to modify its rejectionism. A free Mr 
Mandela might give his people direction. 
But he is unlikely to lead them into talks 
without a promise of something in return. 

For the moment, that something looks 


Broeders bounce back 


ment dated June 1989 and the National 
party's five-year "Plan of Action", un- 
veiled at the party's special congress on 
June 29th. The Broederbond chairman, 
Mr J.P. De Lange, says it is not the model 
for the action plan. Yet the similarities 
are striking, and the party's plan was pre- 
sented by Mr Gerrit Viljoen, a former 
chairman of the Broederbond and a con- 
fidant of Mr De Klerk, who is also a 
Broeder. Some of its main ideas are: 

e Power-sharing between all "groups", 
including blacks, on “common affairs", 
subject to precautions against domina- 
tion by any one group. 

@ Decision-making on "common affairs" 
by consensus among the participating 
groups, meaning that a majority in any 
one group—including the Afrikaners 
within the white minority—can veto the 
decisions of majorities in other groups. 
@ Division of power to enable each group 
to control its “own affairs”. 

@ Groups to be defined not only along 
the usual racial lines but also geographi- 
cally; they could, for that matter, be vol- 
untary non-racial associations. (“Partici- 





Long before tea 


insufficiently appetising. 
The election manifesto 
the Nationalists launched 
at the end of June (see box 
below) promises blacks a 
place in the central gov- 
ernment. But their powers 
are to be limited by a 
white veto on anything 
important, and laws will 
ensure that blacks and 
whites continue to live 
and learn separately. 

One day blacks may 
settle for less than simple 
majority rule. The power 
of a President Mandela 
might be limited by a bill 
of rights, by devolution of 
power to provincial gov- 
ernments, by a few par- 
liamentary 
served—as happened fo 
seven years in Zimba- -> 
bwe—for whites. In Natal 
the Zulu leader, Chief 
Mangosuthu Buthelezi, 
has promoted a compro- 
mise along these lines. But 
no black leader of any standing looks ready 
to accept less than a black president with the 
army and police force loyal to him. Not for 
all che tea in Cape Town. 





pating units" was the Broederbond's 
new term.) 

@ The president should become a cere- 
monial office-holder again, instead of ex- 
ercising the executive functions that Mr 
P.W. Botha took upon himself; the job 
could then be opened to people of all 
races, with all groups having a say in the 
election of the president. 

The new Broederbond document re- 
fers to a discussion paper drafted in 
1986, which sought to identify the condi- 
tions for Afrikaner survival. It concluded 
that the volk would not be put in peril by 
a black president, or even by a govern- 
ment with a majority of black members, 
provided no one group could dominate 
the others. The logical consequence of 
that is the proposal for a purely ceremo- 
nial presidency rotating among the 
nominees of "participating units", and 
the consensus rule that would, in plain 
speech, give the whites a veto. 

This, needless to say, falls far short of 
the demands of the outlawed African 
National Congress. Yet the brothers may 
be ready to negotiate. The chief Broeder, 
Mr De Lange, has already exchanged 
ideas, albeit informally in New York, 


with one of the ANC's rising stars, Mr 
Thabo Mbeki. 
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| “Cave-in? Nonsense,” 


BRITAIN THIS WEEK 


— worries 


ie ie ec sitomy. Inflation i is 
o e 896, and public-sector 
pay settlements are matching 
“it. Capital-goods firms are 


- | more unhappy about the 
|- shortage of skilled labour than 


id they have been since the early 
: 1970s: 45% say it has hit pro- 


duction this year. 


: The annual public-spending 
| round will be tough, sema- 

: phored the Treasury. Some 

Conservative backbenchers 


want an extra £1 billion to 


soften the transitional cost 
(mainly to Tory areas) of phas- 


|. ing in poll tax. 


| Opinion polls put the Labour 
party up to 1396 ahead of the 
Tories. Best news for Neil 
Kinnock: MORI found that 
more people (41%) thought 
he was doing a good job than 
Margaret Thatcher (3496). 


Trade and industry secretary 
Lord Young dropped plans to 
force the biggest breweries to 
. sell many of their pubs. In- 

. stead, brewers owning more 


.| than 2,000 pubs will have to 
{run half those above that 


. number as "free houses”. 

: snorted 
' the government. Big breweries 

. gave the Conservative party 

“E more than £150,000 last year. 


“| Many dockers went on indefi- 


| nite strike. Various forms of 

. industrial inaction hit town 

| halls, rail and London Under- 
| ground. Hopes of peace at 


: | Br British Rail first collapsed 
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when management tied strings | Commission, responsible for 


to an 8.8% pay offer, then re- 
vived, then collapsed again. 
Ministers rumbled on about 
new laws against strikes in es- 
sential services; polls found 
that the bosses were often 
blamed for the disruption. 


The main recommendations 
of Sir Roy Griffiths's report 


on community care have 


been accepted by the govern- 
ment. Responsibility for look- 
ing after the old and mentally 
disabled will go to local au- 
thorities—against the wishes 


of Mrs Thatcher, whose hostil- 


itv had delayed the decision 
for 16 months. 


Turning green 


Nicholas Ridley, the environ- 
ment secretary, plans to 
counter an alleged "barrage of 
misinformation” on green is- 
sues with a new bureau of 
environmental informa- 
tion. A MORI poll showed that 
the people most concerned 
about the environment were 
as likely to vote Conservative 
as Labour. 


Mr Ridley has also been 
reorganising the public-sector 
conservation industry. The 
Nature Conservancy Council 
which looks after flora and 
fauna, and the Countryside 


natural beauty, will continue 
to lead separate lives only in 
England. In Scotland and 
Wales the two environmental 
quangos will be merged. 


Birdwatchers flocked to Hum- 
berside to see a blue-cheeked 
bee-eater. The bird (which is 
bright green) has been re- 
corded in Britain only three 
times before. 


The good and the bad 


Mrs Thatcher refused to cele- 
brate the French revolution, 
pointing out that it led to ter- 
ror and Napoleon's attempt to 
unite Europe by force. Far 
from being invented in 
France, human rights were 
dreamt up by the ancient 
Greeks and inscribed in Brit- 
ain’s Magna Carta, she said. 


A London social worker was 
jailed for seven years for rap- 
ing a girl in his care. The re- 
port on the case of Doreen 
Mason, battered to death last 
year, was published. London 
social workers didn't shine 
there, either. 


The Archbishop of Canter- 
bury denounced religious 
fundamentalism as "ecclesi- 
astical apartheid.” In Ulster, 
Protestants celebrated July 
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Despite elaborate security, tl 
Sultan of Brunei's north Lor 
don home was burgled. The 
thieves may have stolen £4m 
in valuables, largely jewellery 
The sultan is thought to be | 
worth £14 billion. 


That's showbiz 


(West) Germans—Boris — 
Becker and Stefi Graf—took 
both singles titles at : 


Wimbledon. 


Laurence Olivier died in his 
sleep, aged 82. Lights were - 
dimmed in theatreland. Op 
era audiences were at their- 
highest level ever in 1988-89 
with "La Traviata” at the Er 
lish National Opera seen by. 
77,000 people. 


Fiat gave Oxford Unive 
£700,000 to revive its pr 
sorship of Italian studies, v 
cant since 1987 because of 
budget cuts. The 71-year-o 
post will now be known as 
Fiat Serena chair. 
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_AS prices rise 


R NIGEL LAWSON is the longest- 
serving finance minister attending 

the Paris summit of the big seven industrial 
economies during the weekend of July 14th- 
16th. The OECD’s latest forecasts, published 
two weeks ahead of the summit, have also 
given him the longest face: in 1989 and 1990 
Britain looks likely to have the highest infla- 
tion rate of the big seven, the biggest cur- 


JM. and the slowest growth. To add insult to in- 


€ ES the OECD secretariat has also quietly de- 


"prices in June diet, Mr UM with 
some comfort before he boarded his flight 
for Paris. The snag is that raw materials are 
much less important than labour costs, 

which are still accelerating. The average 
wage settlement has already moved up from 
696 to almost 896 over the past year, and the 
12-month rate of increase in average earn- 
ings (including overtime, bonuses and grad- 
ing increments) looks set to top 1096 later 
this year. After allowing for productivity im- 
provements, unit labour costs in the whole 
economy have risen by more than 896 in the 
past year—twice the average of other indus- 
trial countries. 

Higher wages need not spill over into 
prices if companies squeeze their fat profit 

. margins rather than pass costs on. But the 

buoyancy of the London stockmarket sug- 

gests thapfew'in the City expect that. 
The `rišéġin the retail price index for 
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Unit labour costs * 
% increase on previous year 





June, due on July 14th, was widely expected 
to remain at around 8.396. It is now close to 
its peak, but the Treasury's argument that 
this is a temporary blip produced by higher 
mortgage rates no longer holds water: the 
GDP deflator, probably the best measure of 
underlying inflation, rose by 8.396 in the 
year to the first quarter, compared with a 
5.3% rise a year earlier. The RPI will start to 
slow down once last year's increases in the 
mortgage rate drop out of the 12-month 
price change, but it is hard to see how the 
government will push the rate much below 
6-7% over the next couple of years. 

Has the interest-rate medicine failed? 
No; it has slowed demand, if less forcefully 
than was expected. That is most evident in 
the housing market. House prices are falling 
in the south-east and East Anglia and, 
though they are still rising in the country as 
a whole, turnover of houses is more than a 
fifth lower than last year. This squeezes con- 
sumer spending in two ways. First, it reduces 
the amount of mortgage lending that merely 
releases cash for other spending. Second, 
with fewer people moving house, spending 
on carpets and furniture has slumped. 

The trouble is that the labour market, 
which normally lags behind demand and 
output, remains tight. The unemployment 
rate fell again in June, to 6.396; it is expected 
to decline until the end of the year. With the 
supply of young workers dwindling, employ- 
ers may be more reluctant to lay off workers 
as demand slows. 

Another cloud is the 796 slide in the 
pound's trade-weighted exchange rate this 
year, which threatens to push up import 


. Consumer prices 
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prices. If the pound moves down towards 
DM3.00 (on July 12th it stood at DM3.05), , 
Mr Lawson might feel forced to raise bas 
rates again, even though he reckons chen 
high enough to check domestic heus 

The easing of monetary policy by A 
ica's Fed may have rescued the Tru el Ol 
the moment. Britain’s lower-than-expec ed 
trade deficit in May also brought some re 
lief. But while the deficit should go on dowr 
as demand slows, the pound will almost cet- 
tainly have to weather more nasty figures 
coming months. a 

Few in the City expect interest rates to 
fall rapidly. There are even some whe 
reckon that monetary policy needs to b 
tighter (see page 61). If base rates stay ae 
current 14%, the building societies, w 
have not yet raised mortgage rates in lir 
with the latest rise in base rates, may E 
forced to catch up. Another one-point ri 
in the mortgage rate in August would st 
inflation falling just at the time vhi t he 
motor industry's pay talks begin. 


Spending struggles | 
This was the unhappy backdrop to the ca * 
net's first look, on July 12th, at depat 
mental spending plans for the next finz 
year, 1990-91. Initial bids are thought to e 
ceed the target pencilled in last year b 
around £10 billion. The biggest deme and 
for extra cash are from the departments. o 
health, social security, education and tran 
port. The main pressure comes from higher 
than-expected inflation and wages. E 

Estimates of the cost of next ya 21 
uprating of social-security benefits had be 
based on a now-unachievable inflacion al ra 


of 5.5% this September. Each extra perc "ni 
age point of inflation will cost the govern 
ment £425m. Higher pay rises and costs— 
especially in the construction industry—a 
also making nonsense of departmental bud- 
gets. The Treasury had assumed an inflation 
rate (measured by the Gpp deflator) of c nly 
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4% in 1990-91. The economics team at 
Goldman Sachs, an American bank, reck- 
ons it will be almost twice that. 
— Departmental ministers, with one eye 
on this year's estimated £14 billion budget 
surplus and the other on their party's slump 
in the opinion polls, are arguing that there is 
room for more spending. In fact, the surplus 
may turn out bigger still, even though net 
national-insurance contributions are likely 
to be £2 billion less than planned (because 
so many people have taken out personal 
pension plans) and the revenue from petrol 
duties is being cut by a faster-than-expected 
Switch to unleaded petrol. But higher infla- 
tion and pay boosts the tax base—and 
hence revenue—as well as costs. 

Totting all the figures up, Goldman 
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Electricity privatisation 


Nuked 


1? N the government framed its pro- 
V V posals to privatise Britain's electricity 
industry, lots of people criticised the inclu- 
sion of nuclear power in the sale. Mr Cecil 
Parkinson, the energy secretary, must wish 
that he had listened. Nuclear power now 
threatens the sale's success, at a time that 
nay be embarrassingly close to the next gen- 
eral election. National Power, which is due 
to inherit two-thirds of the Central Electric- 
ity Generating Board's assets and all its nu- 
clear stations, is to be sold in autumn 1990. 
. The sale has other problems. For several 
weeks there has been deadlock on the com- 
mittee that is working out contracts between 
the future generators of power and the 12 
regional monopolies that will distribute it. 
But nuclear power is the hardest to handle, 
for two reasons: 
€ It is difficult to quantify the future costs of 
fuel reprocessing, disposal of radioactive 
Wa ste and decommissioning nuclear power 
ations. National Power will come to mar- 
ket with a provision of about £4 billion in its 
books to meet such costs; to attract inves- 
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tors, the government has promised at least a 
E 


further £2 billion of taxpayers’ money. 
. Neither National Power nor the Treasury 
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Sachs is betting on a surplus of £18 billion 
in the current financial year. Snag: the cause 
of these higher revenues and bigger bids for 
next year—inflation—is the very reason 
that the Treasury is fighting fiercely to stick 
as closely as possible to its original spending 
target. | 
One problem for the Treasury could be 
the success of its chief secretary, Mr John 
Major, in previous public-spending battles. 
[n each of the past two years he has avoided 
the need for a Star Chamber—a group of 
senior ministers who adjudicate between the 
Treasury and spending departments. His 
good work could win him promotion to an- 
other post in the coming cabinet reshuffle, 
just as the Treasury faces its toughest bout; 
for years. % 
ak 
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(which, from the outset, has had doubts 
about nuclear power's inclusion in the sale) 
thinks that will be enough to calm investors' 
fears. National Power has been haggling 
with Whitehall for more cash, and for a 
guarantee that future governments will be 
bound by any undertakings made today. It 
has made some progress, but the negotia- 
tions, once due to end in June, are now set to 
drag on into August. 
€ The economics of Britain's nuclear-power 
programme is looking ever more suspect. À 
new survey suggests that Britain's existing 
nuclear stations—whose power costs up to 
twice as much as that from coal-fired 
plants—are Europe's least efficient. The 
seven geriatric Magnox stations that Na- 
tional Power will inherit, all scheduled to be 
retired by 2002, are becoming ever more un- 
economic; the five gas-cooled ones are hope- 
lessly unreliable; the four planned 
pressurised-water stations are untried. Con- 
sumers will pay a hefty "nuclear tax’’—of 
around £1 billion each year—to subsidise 
nuclear power after privatisation. 

To make shares in National Power more 
attractive, the book-value of its nuclear- 
power stations, £9.2 billion in the industry’s 


latest accounts, will have to be written down 
to well under half that figure. This realism 
means that National Power and PowerGen 
(the smaller of the two generating compa- 
nies that will succeed the CEGB) will between 
them fetch about 40%, at best, of the pro- 
ceeds of the sale of Britain’s generating and 
electricity distribution business. Yet the 
generating companies hold two-thirds of the 
book-value of the industry’s assets. 

Mrs Thatcher is now the only member 
of the cabinet in favour of privatising nu- 
clear power. Some ministers grumble that, if 
Mr Parkinson were not so cowed by her, he 
would have pushed for a nuclear U-turn. 
Mrs Thatcher is losing her argument that 
nuclear power is the "green" option: more 
than half of Britons oppose expansion of 
nuclear power. Every extra kilowatt of nu- 
clear capacity costs 6-12 times as much as 
saving that same kilowatt, but the govern- 
ment has made only token concessions to 
the energy-conservation lobby. 

Both options and time are running ou... 
National Power is due to operate as a 
"shadow" private company from October 
Ist. Despite its public stoicism, the govern- 
ment may be forced to concede many of Na- 
tional Power’s demands if it wants the sale 
to proceed on schedule. That might mean 
underwriting all nuclear power’s end-of-cy- 
cle costs—to the extent, at worst, of taking 
power-station sites back into state owner- 
ship when they reach the end of their lives. 

Indeed, if nuclear power is as uneco- 
nomic as many believe, Mr Parkinson may 
yet have to consider one other last-ditch op- 
tion. He could decide to leave the govern- 
ment with a majority stake in some nuclear 
assets (including power stations) then dress 
this up as full “privatisation” by granting 
National Power a licence to operate them. 
Mrs Thatcher would hate that, but it would 
not be far from the financial guarantees 
which the government will, in any case, be 
forced to concede. f 





Student loans 


Bankers’ bugbear 


Co to British students are among 
the most generous in the world. The 
government, anxious to use the same 
amount of money to finance twice as many 
students in higher education by the end of 
the century, wants partly to replace grants 
with “top-up loans” from October next 
year. Students hate the idea. They have 
found allies in the banks. 

The Conservative government has been 
anxious to wean students on to loans for 
years. An attempt by Sir Keith (now Lord) 
Joseph to do so was blocked by shoals of fu- 
rious letters from middle-class parents and a 


threat by Lord Hailsham, then Lord Chan- 
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a million to win... 


This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN 
STATE-LOTTERY. Extraordinary! More than every 3rd 
ticket-number wins guaranteed within the period of the 
lottery. Total winnings for the 83rd lottery will amount to 
about 241 million DM or $ 1379 million. The Super- 
Jackpot by itself amounts to 32 million DM. 


The maximum Super-Jackpot 


alone comes to 2 x 3 million DM. 





The prize-money is paid in DM, one of the strongest cur- 
rencies in the world. The lottery runs over a period of 26 
weeks. One drawing every week. That means 26 draws 
and 26 chances in total to become a millionaire! The price 
money increases from draw to draw. All draws are super- 
vised by state auditors. 


The 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 


Mail to: Walther Ruge * Heidenkampsweg 32 - D-2000 Hamburg 1 - West-Germany 
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It's easy to participate: 


@ Please send us the order coupon - or if missing - a .— 
letter. 


@ Attach payment for the tickets you want, using either — 
cash by registered airmail-postage, international post- - 
al order, personal cheque, cheque drawn by bank or ~ 
travellers cheque. You can also pay for your ticket after — 
receipt of the invoice. ^ 
We send you the tickets, further information and the of- i 
ficial draw schedule. After each class you receive the of- _ 
ficial winning list as well as your ticket for the next class. 





@ Within days you will be notified each time you win. Your — 
prize-money will be transferred by cheque to any place — 
you wish to. The prize-money is paid to you free of Ger- ` 
man Tax and the whole amount will be paid without any — 
deductions. You remain absolutely anonymous. | 

@ We guarantee fast, reliable and confidential service. ` 
world-wide. D 











This is why it is interesting for you to join 
the lottery: 241 million DM prize money 
2 x 3 million DM as maximum prize-money 
2 x 2 million DM 
22 x 1 million 
and in addition: P. 


279.999 x prizes up to 500.000 DM fz 








Only 700.000 tickets from the basis of the lottery. Out of these — 
tickets 280.025 numbers win in the course of the lottery: So, we can - 
guarantee winnings for more than every 3rd ticket-number! 





The 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 | 





Mail to: Walther Ruge * Heidenkompsweg 32 - D-2000 Hamburg | - West Germany 


Please write in German © English O Mr. O Mrs. © Miss O 


Clear letter-printing pleose 








First name 

Surname TRATEN Ie, tn reco Ac E E RT E TET ee T 
Street ae ee UO RTT MR HT UCET UN TU 2E ee T C EE e T 
ROS TLLA RA slo rni i dnm n i ei 
City SOUS POR DRICET T TW SEC NC E RE FG ee. RN CRT 
Country 

Charge my C DINERS CLUB O AMERICAN EXPRESS C] EUROCARD D VISA 


Handling charges for payment by credit card 6%. 
Nome of Card Holder 
Acct. No. 


Expiration 
Mignon 














-E- 1 a. € - BEI 







Å 
Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket or 25% witha 1/4 ticket. Don't - 
forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 
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Please fill in the number of tickets you want to order with 


this coupon l 
* The quoted US $ or £ equivalents are only a rough estimate. 

For exact exchange rates please osk your bonk TT 

: | 

1/1 ticket | DM 741,- (approx US $ 395,- ou £ 247,-)* | 


DM 381,- (approx US $ 205,- ou £ 128,)* | 


1/4 ticket DM 201,- (approx US$ 113,- ou£ 70,-)* 1 
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Secure your chance to win now! Mail your coupon today! 


' Your prize money will be transferred confidentially by cheque to any adress or bank in 
any por! of the world Payments through personal cheque in DM, €, or US S will be 
accepted or through a bank draft, American Express, Diners Cord, Eurocard, Access, 


© | Master Card or Visa. 
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All prices ore for the whole lottery including air moil postage ond winninglistaftereach — 
month. No additional charges! Valid only where lego! f 
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The banks don? tl like panting on this lot 


cellor, to resign from the cabinet. 

Some of the most potent opposition this 
time has come from the banks. The govern- 
ment wants them to run the scheme, argu- 
ing that the more students can be made to 
feel the responsibility of a debt, the more 
they will think seriously about the effect of 
their degree choice on their future earnings. 

To reassure the banks, the government 
has accepted a proposal from them to set up 
a joint loans company, in which they could 
choose to participate. A report by a large 
firm of accountants, Price Waterhouse, 
commissioned by the banks and published 
last week, suggested that the scheme should 
go ahead—provided the government carries 
all the risk and meets some of the cost. 

Other countries have already found that 
the administration costs of loans schemes 








can be large: the Swedish government re- 
cently discovered that its long-running 
scheme for private-sector loans cost more 
than just giving the students the money. 

Alternative schemes look cheaper and 
simpler. The committee of vice-chancellors 
and principals has proposed a “graduate 
tax ’—a 1-296 surcharge on top of a gradu- 
ate’s income tax—for ten years after gradua- 
tion. Mr Nicholas Barr of the London 
School of Economics has suggested a 114% 
addition to graduates’ national-insurance 
contributions. He says that it would be 
cheap to run, automatically linked to ability 
to repay and—because the cash would be 
put up by the banks at market rates, rather 
than be guaranteed by the government— 
save money from the start. 





Private roads 


Still at amber 


HE government has set the private sec- 

tor one of its hardest pieces of home- 
work to date: design, build and operate your 
own roads. Due date—early 1990s. As long 
as construction companies were starved of 
juicy contracts to build public infrastruc- 
ture, they longed for the job. Now that the 
government has announced plans for a pub- 
lic roadbuilding programme double its pre- 
vious size, the companies are running 
scared. Their comments were due by July 
14th on the terms proposed by the govern- 
ment in a green paper published in May. 
They dislike three parts of the proposals: 
@ The government’s insistence on opening 
up virtually all schemes to competitive 
tender. Mr Paul Channon, the transport 
secretary, hopes that the private sector will 


- sprout original ideas for new routes, not just 


bid to implement government ideas. That is 
unlikely to happen if, every time a company 


50 


has a bright idea, the contract goes to the 
best bidder. 

When Costain Ventures proposed a 
tunnel along the bed of the Thames through 
London, it spent thousands of pounds in- 
vestigating its feasibility. To produce a full 
tender, it might have to spend several mil- 
lion working out how to negotiate bridge 
foundations and other obstacles. Even 
straightforward road schemes usually cost at 
least £100,000 in preliminary research. 
Costain would not sink such sums into a 
free-for-all competition, although it would 
consider bidding for a government-an- 
nounced route if the number of bidders 
were limited to three or four. At present, 
competitions for building public-sector 
roads usually involve six bidders. 

One company that will remain wary of 
any competition in the near future is John 
Mowlem. It is still smarting from the loss of 


Y 


£700,000 spent drawing up a proposal for 
the second crossing of the Thames at 
Dartford. It did not get the contract. 

@ The government has ruled out shadow 
tolls. Under this system, operators of pri- 
vate roads would not charge tolls but get 
government payments pegged to traffic 
flows. One big uncertainty for private road 
operators in Britain is the public's willing- 
ness to pay tolls on roads running alongside 
an extensive free network. Shadow tolls 
would put all roads on equal terms. 

In the early 1980s Tarmac Construc- 

tion, in partnership with local councils, pro- 
posed the use of shadow tolls to finance a 
new route through the Black Country. The 
councils thought this seemed a clever way to 
get roads built and paid for with future tax 
revenues without calling it public capital 
spending. The idea was rejected by the Trea- 
sury. But developers still argue that such a 
project would have a genuine private-sector 
element, and involve real risks to the entr 
preneur. They suggest that shadow tol... 
might be used initially on some schemes 
which would not be viable if motorists had 
to pay directly, but which showed clear pub- 
lic benefits. 
e The government is rightly unwilling to 
give concessions in perpetuity. But, if it 
limits them to the term of the debt on initial 
building costs, there could be problems: fi- 
nanciers will require high expected profits 
to offset the risk of depressed traffic demand 
during the concession period. And just be- 
fore a road reverts to the government, there 
will be a big temptation to neglect repairs. 
Mr Paul Channon is open to the possibility 
of giving longer concessions—say, 99 years 
in some cases. 


The route to profit 


Despite these drawbacks, the incentive to fi- 
nance roads privately grows with every in- 
crease in road use and in congestion. Traffic 
has doubled in less than quarter of a cei 

tury, and is expected to double again by 
2025. In France, where over-optimistic fore- 
casts during the 1970s obliged the govern- 
ment to buy out ailing private-sector motor- 
way companies, the roads they built are now 
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considered to be money factories. 

According to Mr Jean Renault, chief ex- 
«cutive of the concessions arm of one of 
those companies, Spie Batignolles, new mo- 
torways can be profitable both on expen- 
sive-to-build but high-revenue suburban 
routes and on low-cost, low-revenue rural 
ones (for examples, see table) Spie 
Batignolles and other companies even be- 
lieve that it is possible to build 25-mile tun- 
nel-motorways from one side of Paris to an- 
other, at over 15 times the cost of rural 
motorways, by charging ten times the toll 
and counting on more traffic. In London 
terms, such tunnels might allow commuters 
to drive from the M25 to central London in 
15 minutes for about £7.50. 

As a rule of thumb, says Mr Renault, 
tnotorways run up a debt on completion of 
20-30% above their construction costs. 
That debt can be financed, and provide in- 
vestors with a return, with annual real-rerms 
revenues of 896 of the debt, plus about 296 
for running costs. Such assumptions, ap- 

Mied to British motorways, would imply 
~tolls, as our chart shows, of anything from 
5p to 20p per mile. That assumes traffic and 
costs in the range normally experienced on 
public motorways. Tolls might be higher for 
a project with a great degree of uncertainty, 
which might require a high ratio of equity to 
debt, and a high expected return on capital 
to offset the risk. By contrast, 
the £60m Dartford crossing, 
which has the certainty of an 
existing flow of tolled traffic on 
the only sensible route be- 
tween the Channel ports and 
- northern England, carries only 
a token £1,000 of equity. 

No toll motorway can pro- 
vide the certainty of the 
Dartford crossing, but the 
projects likely to bear the low- 
est risks will be short links in 
^. congested areas, where motor- 

-ists will be willing to pay rela- 
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tively high tolls per mile to avoid traffic- 
jams. A likely candidate, already identified 
by Mr Channon for a private-building com- 
petition, is a 30-mile relief road north of Bir- 
mingham which would bypass the Mid- 
lands' biggest traffic jam, the notorious 
“spaghetti junction” north of the city. 

The cost of building motorways near big 
conurbations, though generally greater than 
that of rural motorways, is highly variable. 
A lot depends on the number of junctions 
with other motorways or big roads that need 
to be built. Thus two separate stretches of 
Birmingham's southern bypass, the M42, 
both completed in 1986, cost £3.8m and 
£10m per mile respectively. The estimated 
püblic-sector cost of building the northern 
relief road is a relatively modest £6.6m a 
mile at 1989 prices. If even one-third of to- 
day's 120,000 cars using the Me north of Bir- 
mingham were diverted to the new road, the 
30-mile stretch need not cost them more 
than £1.50 per journey. 

The other route designated for an early 
competition, a second motorway between 
Manchester and Birmingham, is an alto- 
gether more risky proposition. True, the 
present Mé route is heavily used, but even on 
a crowded motorway traffic can often travel 
at 60-70 miles an hour—albeit dangerously. 
Ordinary drivers may balk at having to pav, 
say, £5 for the certainty of doing the 70 
miles in an hour rather than risk taking an 
extra 15-30 minutes. Businessmen, keen to 
reach a meeting and lorry-drivers working to 
tight schedules may think differently. 

-. But hauliers, too, may be re- 
luctant to pay a toll that would 
reflect the true cost of carry- 
ing their vehicles; a 
truck wears out 
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roads roughly ten times as fast as a car d 
And a roadful of lorries might detract 
the route's appeal to executives. i 
May and might. One problem about 
motorway market for business trave 
that nobody has yet found an accurate w 
even of measuring its.size, let alone of 
culating what people who now travel fr 
might be willing to pay for a better service. 
is not even easy to poll them about th 
There is no way of stopping motorway dri 
ers to ask them the purpose of their joi 
neys, except at service areas, which differe 
kinds of drivers use with different fr 
quency. A case for the world's first mark: 
research survey by mobile telephone? ^ 
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otland's ferment 

RLY this week a bunch of academ- 
s, judges, politicians and church- 
gathered at Glasgow University to 
'onstitutions. They listened to Mr 
ice Brennan, from America's Supreme 
t. They discussed the Articles of 
n linking Scotland with England; 
J thought that Blackstone’s “Com- 
taries” „published in the 1760s, were 
o recent to be reliable on the question 
overeignty. They were diverted only by 
e news that Mr Maurice Johnston, a 
olic footballer, had signed for Rang- 
Glasgow’s Protestant team. 

Fhe Conservative party sent no ob- 
er, since its leaders say the ferment 
r Scotland's constitutional position is 
ttle interest and less relevance to most 
ts. But the Tories are still worried 
out Scotland, where they lost both their 
s in the European parliament. Mrs 
tcher recently held a lunch for her 
ttish ministers, and for officials like 
Mr Ross Harper, president of the volun- 
ary wing of the Scottish party. Then she 
innounced that Mr Michael Forsyth, a ju- 
nior minister at the Scottish office, was to 
be the Scottish party's new chairman. 

Mr Forsyth is a staunch Thatcherite, 
-and deeply opposed to devolution. So his 
appointment has been interpreted as a 
snub to Mr Malcolm Rifkind, the Scottish 
ecretary of state, who has seemed re- 
cently to back away from Tartan 
Thatcherism. But the main reason for Mr 
Forsyth’s appointment has little to do 
with policy, and much with party 
ganisation. 






























































g Scottish Tory, is “stuffed with geriat- 
s waiting for their gongs”. The energe- 
brasive, and—above all—untweedy 
of Messrs Forsyth and Harper is now 
d with popularising the Tory case. 
ns they will get their fingers dirt- 
than Scottish Tories have hitherto en- 
red doing. So it was no surprise to find 
at Mr Harper's first task on the morn- 

«11th was to draft a press release 
he lohnston affair. The Conservatives 
k his trarisfer to Rangers is a good 
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. ‘Edinburgh headquarters, says a lead- . 


e elations from | 


which would normally be released by the 
Public Record Office only after 30 years. 
Mr Benn is not inhibited. On Septem- 
ber 29th, the week before Labour’s party 
conference, he will publish the third vol- 


ume of his diaries, covering the period 


1973-76, when he was in both the Wilson 
and the Callaghan cabinets. 

The first two volumes covering 1963- 
67 and 1968-72 are already published. But 
the third volume is likely to be the most 
controversial. It will give a full account of 
the cabinet meetings at the beginning of 
December 1976 when the Labour cabinet, 
in which Mr Denis Healey was chancellor 


Benn, in search of demons. 


of the exchequer, agreed to the demands 
of the International Monetary Fund for 
tough deflationary measures as the price 
of a loan. Mr Benn's revelations will em- 
barrass (among others) Mr Roy Hatters- 
ley, Labour's present deputy leader. Ac- 
cording to Mr Benn's diary of December 5 
1976, "when it came to the crunch [he] 
capitulated totally to what Denis Healey 
wanted." | 

Mr Benn, in his self-appointed role as 
the custodian of Labour’s socialist con- 
science, has always kept careful records. 
Every political document he handles is 
(and stays) carefully filed away in the Hol- 
land Park basement. For many years he 
has made his own tape recordings of 


speeches or interviews—excluding only 


those with his closest confidants. And 
there is the diary itself. Until 1968 he dic- 
tated it to a secretary. When he then 
started using a dictating machine, his 


record became fuller and less inhibited by 


constraints of official confidentiality. 


The preparation of all three volumes. _ 
has been entrusted to an independent, if | 
politically sympathetic, editor, Ms Ruth 





Winstone. She has followed “Hansard 
rules", which means she neither changes 
nor omits anything which could result in 
distortion of the original record. 

Mr Benn has always believed that a La- 
bour government will be unseated if it at- 
tempts to ride two horses. In 1976 he pub- 
lished the full. minutes of the seven 
cabinet meetings which ended the 1929- 
31 Labour government. They revealed 
that Ramsay MacDonald, the prime min- 
ister, told his colleagues (of whom Mr 
Benn's father was one) on August 241931 
that the only question was "that of saving 
the country from financial collapse... 
The proposal was that His Majesty should 
invite certain individuals, as individuals, 
to take upon their shoulders the burden 
of carrying on the government." It was 
thus that Britain embarked upon a period 
of coalition government which lasted un- 
til 1945, and Ramsay MacDonald entered up 
Labour demonologv. |. — d 

Mr Benn's contention is that the 1976 
IMF package led to the collapse of the so- 
cial contract with the unions and the win- 
ter of discontent of 1978-79, from which 
followed a decade of Thatcherism. He will 
also publish the details of the alternative 
economic strategy which he put to the 
cabinet in December 1976. When Mr 
Benn repeats such thoughts at this year’s 
party conference he will be soundly de- 
feated, though the vigour and coherence 
of his views suggest his influence in La- 
bour politics will linger on. 

Publishing the diaries will be a breach 
of the Official Secrets Act. Mrs Thatcher 
has not yet considered whether to try to 
stop Mr Benn. Given what they reveal, 
she would be foolish if she did. 





Will Young go? 


H5 friends say that Lord Young, the 
trade and industry secretary, is not 
behaving as he did during the run-up to 
previous cabinet reshuffles. Then he was 
jumpy; now he is calm. Has he told the 
prime minister that he would like to re- 
turn to the private sector? 

Appointed a minister in 1984 without 
ever standing for election, he has never 
wanted to stay indefinitely in politics. The 


prime minister wanted him to be chair- 


man of the Conservative party in 1987, 


- but the Tory grandees stopped that. Now 


his chance of the chairmanship has gone. 
His two years at the DTI have been a hard 
slog. Though one cabinet colleague thinks — 
he would be a fine education secretary, do 
not be surprised to see a fulsome exchange | 


of letters between Downing Street ane | 1, 


Victoria Street. i 
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The most respected fore 
offers you a world ol 


In a period of escalating 
competition in the Japanese 
financial market, Merrill 
Lynch was named the lead- 
ing foreign securities firm, 
according to a recent survey 
by the Nihon Keizai Shimbun, 
Japan's most highly regarded 
business newspaper. 

The results reflect not only 
our achievements in Japan, 
but are indicative of our com- 
mitment to excellence in the 
global marketplace. 

In financing, fund manage- 
ment, research and expertise 
in M&A, Merrill Lynch Capital 
Markets was judged superior 
by the financial managers of 
1,789 Japanese companies. 


©1989 Merrill Lynch Capital Markets 








ancial opportunities. 


In international business 
and comprehensive capa- 
bilities, we were also rated 
best. 

This tribute by financial 
professionals engaged in a 
wide variety of cross-border 
transactions is a tribute to 


of our team of Merrill Lynch 
professionals. And to the 


global services to cor- 
porations, institutions and 
governments worldwide. 
With offices in 32 

countries and seats on the 
world's major exchanges 
(New York, Tokyo, London, 
Toronto, Hong Kong and 





the diligence and dedication 


strength and breadth of our 


ecurities irm in Japan 


E 





Sydney), Merrill Lynch is 
positioned to capitalize 
on opportunities in the 
financial centers of the 
world. 

Our extensive resources 
enable us to respond 
strategically and quickly 
to rapid market changes 
24 hours a day. 

Our professional team is 
in place. Our global 
presence is established. 
And in one world financial 
center after another, our 
leadership continues to be 
confirmed. 


S Merrill Lynch 


A tradition of trust. 


CMM 
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Da naaa aana neiaa e tent 


il sui wast the fi irst Japanese bank to tailor its international organization to 


correspond precisely with the realities of today's international markets. 


ME mae IS me at local level, with ultimate authority placed 


Mitsu can therefore assure e customers of the 


im the fu ull ran ge of services es in internationa 


banking, securities business, merchant banking 


and consulting, contact Mitsui - first and fast. - 
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THE YEN BLOCK 





A new balance in Asia? 


CONOMIC blocks have formed around bodies 

of water for as long as there have been boats. As 
this century gives way to the next, the nations gath- 
ered around the rim of the Pacific ocean, and par- 
ticularly the dynamic economies of East and South- 
East Asia, are asking whether they should co- 
operate to exploit their strengths and resources 
better. If so, how? And who should lead? 

Even counting only the coastal provinces and 
states of its continental powers, America, China 
and Russia, the Pacific rim is a huge part of the 
world. It accounts for two-fifths of the world’s sur- 
face, the same share of the world’s trade and con- 
tains nearly half its population. Too big, and di- 
verse, to be a coherent region? Probably yes. It 
would need to encompass countries as rich and sta- 
ble as Japan and as poor and turbulent as China, as 
big and open as America and as small and closed as 
North Korea. Neither does the region, which saw 
the superpowers fight two of their bloodiest cam- 
paigns of the past 40 years, the Korean and Vietnam 
wars, have the ties of history, culture, language, gov- 
ernment or religion that, while not essential, do 
help to tie people together across national frontiers. 

If there is a Pacific community in the making, it 
is a smaller place, and is now being shaped more by 
the daily decisions of the region's several million 
businessmen than anyone else. Roughly its bound- 
aries are the sides of a free-market triangle whose 
points are Seoul, Singapore and San Francisco, 
with, arguably, an extension to Sydney. There is al- 
ready shorthand for this triangle of the esses: the 
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yen block, because Japan beats ever stronger as its 
economic heart. Recently, it has opened its markets 
to the region for more than just its raw materials, 
and has sent a torrent of aid, private capital, tech- 
nology and tourists in the opposite direction. 

Those are all part of a swirl of forces—not all 
eminating from Japan—that is re-shaping East and 
South-East Asia by bringing their economies closer 
together. This survey will ask how far this process 
can go. Inevitably, it will focus on the influence of 
Japan. It will suggest that the Japanese have a new 
and little-noticed policy to promote greater integra- 
tion of the region's industries using a mix of Japa- 
nese government and private-company resources, 
and that Japan is now seeking to reach consensus 
about regional co-operation on a wider front. The 
business, political, bureaucratic and academic elites 
that make up the oligopoly that runs Japan are now 
actively weighing their interests and options. 

There are more voices in Japan saying that the 
country should exert a regional leadership that 
seems inevitable than there are calling for Japan to 
hold back; but beyond that there is little agreement 
about how Japan should proceed. One view is that 
economic forces are working in Japan's favour, and 
it would be politically most expedient just to leave 
them to run their course. Another is that Japan 
should quietly nudge them in the direction it wants. 
A third is that firmer steering is needed through re- 
gional institutions over which Japan could hold 
sway by dint of its money. 

Even the institutionalists disagree about how 


If there is a 
Pacific-rim 
economic 
community in the 
making, it is 
manifesting itself 
first in East and 
South-East Asia. 
Japan would like 
to fashion it in its 
own image, 
writes Paul 
Maidment 































































Fair-minded Nagatomi 








! he: how wide their 
scope, and how high a profile Japan should take in 
creating and leading them. Is a Pacific OECD desir- 


formal such organisations should 


able? Should there be a customs union? Monetary © 


union? Free-trade pacts? Even a Pacific version of 
the European Community? And then who should 
belong? East Asian and South-East Asian countries 
certainly, but Australia? America? Russia? Canada? 
Should Japan make the pace, or would it be better 
to let the front runner be Australia, whose prime 
minister, Mr Bob Hawke, would like the role? Aus- 
tralia would be less distrusted than Japan as regional 
frontman by many Americans and Europeans— 
and other Asians. Talks on the subject between the 
two countries were inaugurated last year. 
Conspiracy theorists will take much of what 
this survey will suggest that Japan is doing already to 
inaugurate a yen block as a re-run—and more—of 
the competiton-crushing export drives inspired by 
the Ministry of International Trade and Industry 
(MITI) in the 1960s and 1970s. That is a mistaken 
view on two scores. First, it ignores the pragmatic 
way Japanese foreign-policy makers work. They re- 
spond to what they see as external threats to Japan’s 
economic security by exploiting underlying trends 
in the best interests of the country’s economic well- 
being (usually taken to be the same as the best inter- 
ests of the country’s ruling elites), Second, it con- 
fuses conspiracy with the detailed and internally 
engineered policy-making that is the Japanese way. 
That the country’s security depends on its eco- 
nomic strength is the main premise of Japanese for- 
eign policy. So its broad aim in East and South-East 


_ Asia is to sustain a stable and capitalist region that 


can provide raw materials, factories and, increas- 
ingly, markets for its industries. Part of what Japa- 
nese companies and their patron ministries, particu- 
larly MITI, are doing in the region is to expand the 
Japanese economy beyond the country’s geographi- 
cal borders. Over the next decade, how Japan con- 
tinues to do this will determine in large part the way 
East and South-East Asia develops. 

That is not to say that all Japan wants it will get. 
Far from it. How Japan tries to exert its influence 
and how deftly it handles the imperatives of its ally, 
America, and the sensibilities of its admiring but 
still distrustful neighbours will matter hugely. Mem- 
ories of an earlier ill-starred attempt at forcible inte- 


 gration, as the Greater Co-prosperity Sphere, re- 


main powerful emotional counterweights in Asia to 
the joy of receiving Japanese technology and capital. 












, said "No er in the East favours a yen 
block. It would be a retrograde step". His neigh- 


bour, Dr Mahathir Mohamad, prime minister of 


. Malaysia and a proponent in many matters of “look 


East" (that is, to Japan), is another who values a 
strong American. presence for regional. security. 
Both men touch. upon a nagging distrust of a more 
assertive Japan, and worry about the danger to 
countries like their own of a breakdown in the mul- 
tilateral trading system that is threatened by the 
emergence of regional economic blocks. : 
Adherence to principles of free trade kept 
America's markets tolerably open to Japan and the 
newly industrialising countries (NiCs—see box) of 
Hongkong, Singapore, South Korea and Taiwan as 
they spurted for growth. The new NICs-—Indonesia, 
Malaysia, the Philippines and Thailand —want 


America to do the same for them now that i s their 













. turn. They need Japan's market as an adjunct. to 


America's, not a substitute for it. ^m. x 
It is Japan's wealth that is bringing the country a 
new role, but Japan will not necessarily call the tune 
in Asia for ever, or even for long. The surplus of 
capital that has let Japan push out into the world so 
dramatically in the 1980s could ebb duri 
1990s, to be at low tidé by the time t 















to re-fa 


tionist American block including Latin America, 
and of using the unification of the European Com- 
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Tooo this survey the newly 
industrialising countries (NICs) will be de- 
fined as Hongkong, Singapore, South Korea 
and Taiwan, or Asia’s four dragons. The 
spreading convention of calling them Nies for 
newly industrialising economies, in defer- 
ence to China's claims of sovereignty over 
Hongkong and Taiwan, is not adopted—in 
deference to The Economist's style book. 
The nics and what for the purpose of this 
survey are called the "new Nics" have to be 
distinguished. The new NICs are four mem- 


| 
| 
| 
| 
| bers of the Association of South East Asian 
| 
| 















Nations (ASEAN), Indonesia, Malaysia, the 
Philippines and Thailand, and so are some- 
times referred to as the ASEAN-4. The remain- 
ing members of ASEAN are Singapore and 
Brunei. South-East Asia will be taken to be 
all the six ASEAN countries plus Hongkong. 
East Asia is Japan, Soutli Korea and Taiwan. 
East and South-East Asia used together will 
sometimes include coastal China, sometimes 
















not, depending on context. 
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: markets f O97 eto: reate à similar 
i fortress Barone . Were Japan’ s two main oe 
markets to exclude outsiders, Japan would have lit- 
le choice but to organise a block of its own. 
Contingency plans are being laid out, but Japan 
iso studying other economic, political, security 
Ocial aspects of Asian integration. Numerous 
and academic study groups are at work. 
are two key figures. One is Mr Saburo Okita, 
er foreign minister and Japan's eminence 
rise of Pacific integration, which he has advocated 
nce the 1960s, The other is Mr Yuichiro 
Nagatomi, director of customs and tariffs at the 
Ministry of Finance and the man behind the Foun- 
dation for Advanced Information and Research 
(FAIR). 

The foundation is a finance ministry think- 
tank. It is co-ordinating much of Japan's strategic 
thinking on regional integration under the guise of 





























Two-way trade flows, $bn 






North America - United States and Canada 
ASEAN-4 Indonesia, Malaysia, Philippines and Thailand 
NICE - Hongkong, Singapore, South Korea and Taiwan 
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mu the tariff-policy aiid customs-administra 
tion implications. With prime ministerial backing, 
FAIR has set up the Committee for Asia-Pacific Ree 
search. This is a blue-chip team under the chair- 
manship of Mr Taroichi Yoshida, a former presi- 
dent of the Asian Development Bank and who 
previously was the finance ministry's top man for 
international affairs. His committee contains senior 
representatives of all the relevant Japanese minis :. 7 
tries. Its nine working parties, which include mar 
of the most politically influential Japanese acad: 
ics, are due to report this summer. One of itsz 
poses is to provide a framework for the consensus 
on where Japan goes from here. oa 
Other Asian countries are also setting iiir pi i 
orities. Many want to accept as much Japanese ai 
capital and technology as possible with the mini- 
mum of strings attached. They desperately want to 0 =. 
get away from Japan's development shadow. South ^ — 
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in antagonising trade. partners. 
Asian nations know that greater regional co-opera- 
tion will help to diversify their sources of invest- 
ment and to create larger markets for their exports. 
The political influence that ASEAN has achieved in 
its sphere speaks for itself, and the NiCs and the new 
NICs would like to speak as one with a similar single 
voice at world forums such as the Uruguay round of 
GATT trade talks. 

The great powers, too, have interests that will 
constrain Japan's ambition. China had started to 
look like a Pacific nation, although June's bloody 
unrest may force a reassessment. Mr Mikhail Gor- 
bachev declared Russia's interest in the region with 
his Vladivostok speech of 1986. Yet what role his 
country can play in the era of glasnost and of the 
tentative resumption of Sino-Soviet detente is un- 
clear. Russia shows no sign of diminishing its mili- 
tary strength in the region, while still pursuing its 
fishing-boat diplomacy in the south Pacific. 
America's approach to the region remains un- 
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The ties that bind 





'HE shifts in the pattern of world trade are strik- 
A. ing. Since 1970 the value of trade across the Pa- 
cific has grown far faster than that across the Atlan- 
tic. In 1983, transPacific trade became bigger in 


absolute terms. Many economists now reckon that 


trade among the countries on the Asian side of the 
Pacfic rim should surpass transPacific trade by 
sometime in the early 1990s. 

. Regional investment flows are also on the rise. 
Not only outwards from Japan but from South Ko- 
rea and Taiwan, too. Japan's are likely to remain 
dominant. Merrill Lynch estimates that Japanese di- 
rect investment in the region will average $18 bil- 
lion a year—the equivalent of not far short of Singa- 


voiding Ja- 





ic, too—despite its new passion 
rd ring" to link the trade and defence 
issues. It has insisted on a larger Japanese role in 
defence, is maintaining its own bases and is taking a 
tough approach to the dispute with New Zealand 
over making the south Pacific a nuclear-free zone. 
With their ambiguous attitude of fear and ad- 
miration for their ally and creditor, Japan, Ameri- 
cans know with their heads that their country's fu- 
ture lies as much in Asia as it does in Europe; but 
with their hearts, many (including the eastern estab- 
lishment Bush administration) still want to look 
first across the Atlantic. To judge from a recent 
speech by the secretary of state, Mr James Baker, the 
Bush administration's main use for Pacific co-opera- 
tion would be to help America “manage” its trans- 
Pacific trade better. That is to misunderstand the 
changes taking place in the new Asia that were start- 
ing to be grasped under the Californian President 
Reagan. Yet, spurred by the yen's rise against the 
dollar since 1985, the economic forces pulling the 
region closer together will not wait. 












pore's GDP—between now and 2000. All such 
cápital exports will inevitably cement the founda- 
tions of greater economic co-operation laid by ex- 
ports of goods and services, just as Japan's trade 
and, lately, investment in America have bound 
those two economies more closely together. 

The chart on the previous page shows how the 
nominal dollar values of two-way trade within the 
region have changed since 1978. As far back as 1970 
the aggregate value of Japan's trade with the NICs 
and the new NICs was worth half as much as Japan's 
trade with North America. Today, Japan trades 
more in Asia than it does with North America. That 
still leaves the United States as Japan's largest single 



















trading partner; but, taken in conjunction with the 
rise in trade between the NICs and new NICs, it is a 
big reason why those who say that one of the condi- 
tions for the creation of a yen block is a high level of 
intra-regional trade now believe that the time is ripe 
for some sort of Japanese-led trading block. 

There are other reasons, too—most of them 
stimulated by the yen’s rise since 1985. One is that 
Japan has become a bigger market for Asian manu- 
factures, after years of complaint as bitterly felt in 
Asia as in America that Japan kept its markets 
closed to such imports while looting the region’s 
natural resources. This change has been in train 
since the end in the early 1970s of Japan’s postwar 
high growth. But latterly exports of manufactures 
from the NICs to Japan have increased sharply. Since 
1985 they have risen by an annual average of more 
than 20% in real terms. Japanese markets have been 
opened, and consumers and purchasing managers 
have become more willing to buy imports made 
cheaper by the rising yen and of improving quality. 

Second, as the table to the bottom right shows, 
the yen is playing a bigger role in Japan’s trade, in- 
ternational capital markets and other countries’ for- 
eign-exchange reserves. Japan’s finance ministry 
long blocked a more international role for the yen 
because it feared this would undermine its control 
of monetary policy. So long as Japanese domestic 
interest rates were set by government fiat, that was 
true. But the switch by the Japanese authorities to 
exercising monetary policy through market opera- 
tions, and the deregulation of financial markets to 
let them do so, has removed that restriction. 

Companies and countries are keen to borrow in 
yen because Japan’s interest rates are low and its sav- 
ings abundant; or they have to do so because they 
are recipients of Japanese aid, which is mostly in the 
form of cheap loans. Those who cannot immedi- 
ately swap their newly raised yen into other curren- 
cies need to earn yen from exports to service their 
Japanese debts, or risk exchange rates moving fur- 
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ther against them. The expansion of domestic de- 
mand in Japan has made this easier for them. 

At the same time more governments are tuck- 
ing more yen into their foreign-exchange reserves. 
As Japan becomes a relatively bigger trading part- 
ner, they need to take the currency more into ac- 
count when setting exchange-rate policy. South Ko- 
rea pegs the value of its won as much to the yen as to 
the dollar. Thailand includes the yen in the basket 
of currencies it uses to set the baht's value. 

A third reason that the time looks ripe for a 
Japanese-led economic block is the way that Japa- 
nese manufacturing industry has moved offshore to 
remain competitive. The NICs and the new NICs 
have progressed beyond being merely assemblers of 
Japanese-supplied parts and proxy exporters for Ja- 
pan to the West of low- or no-tech goods. They are 
also becoming makers of low-cost components for 
re-supply to Japan for use in higher-tech products 
and to other Japanese-owned factories in the region, 
which are now producing for sale in local markets. 
The economies of East and South-East Asia are be- 
coming horizontally integrated, with the trade bene- 
fits of exporting more manufactures and compo- 
nents being offset by imports of capital and of 
capital goods from Japan. 

Japanese consumer-electronics makers are text- 
book examples of the trend. Hitachi makes semi- 
conductors in Malaysia which go into videotape re- 
corders sold in Singapore. More grandly, 
Mitsubishi Motors is wondering about producing a 
regional car with the various bits made in several 
Asian countries and final assembly outside Japan. A 
regional airliner is also being talked about. That 
might be the route that will also be taken by Japan’s 
defence industry, of which  aircraft-builder 
Mitsubishi Heavy Industries is a leader, to get round 
restrictions on it exporting from Japan itself, but 
which, barring the unlikely event of Japan massively 
re-arming, it will have to do if it is to grow. 

There are other forces for horizontal economic 
integration at work. One is that Japanese manufac- 
turing firms are starting to move on from the NICs 
into the new NICs and China. Uniden, which makes 
electronic gadgets like mobile telephones and which 
is a trendsetter in offshore investment, has shifted 
its production from Taiwan and Hongkong to the 
Philippines and China respectively. Manufacturers 
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“like Uniden are a 
ond wave of Japanese direct. investors in’ higher- 
value-added manufacturing and in services such as 
retailing and distribution, property, financial ser- 
vices and leisure. They aim to exploit the growing 
spending power in the NICs and the increasing num- 
ber of free-spending Japanese tourists who happily 
blow $1,000 in the shops during a long weekend in 
Hongkong. Mr David Robins, of UBS-Phillips & 
Drew, a stockbroking firm, has estimated that Japa- 
nese travellers will spend $55 billion in the Pacific 
region in the five years to 1992. 

South Korean and Taiwanese manufacturers 
are also moving offshore. They, too, are being faced 
with rising wages and currencies. To remain com- 
petitive with the new NICs at their heels, they need 
to upgrade their export industries at home and to 
shift the labour-intensive ones into ASEAN and 
other dollar-linked countries. Places like Thailand 
are pursuing export-led industrialisation, so they 
welcome direct investment from the NiCs as much as 
from Japan or other developed countries. Taiwanese 
investment in Thailand has become noticeable. 

More discreet has been Taiwanese investment 
in China. Taiwan's government still forbids invest- 
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On the wing 


WES geese migrate, they fly in a v-formation. 
The pattern is a favourite analogy of Japanese 
civil servants for the economic development of East 
and South-East Asia. Japan leads. Behind it follows 
the NICs. In the third rank are the new NICs and 
coastal China. As with flying geese, the arrange- 
ment is purposeful, well-ordered and co-ordinated. 
Japan's economic power would inevitably give it 
a leading role in the industrial development of the 
region. But the Japanese government has, typically, 
established a Pacific economic co-operation policy 
to steer this process, That plan is moving into a new, 
more ambitious phase. With hindsight, it can be 
seen that its start was marked by a speech in Bang- 
kok in 1987 by the then minister for international 
trade and industry, Mr Hajime Tamura. 
Japan has long deployed its development aid in 





replaced in the NICs by a sec- 











ent S ia, though 1t Is easing restric- 
tions on direct trade. The island’s. businessmen 
have been putting their money into the mainland 
through Hongkong front-men and the like. Unof- 
ficial estimates put new Taiwanese investment in 
China at $200m last year, double 1987's level. 
South Korean businessmen are sniffing around 
China, too. Though there are no diplomatic rela- 
tions between South Korea and China, the South 
Korean government is quite happy for its business- 
men to pave the way for closer relations between the 
two countries. The Chinese are happy to receive 
them because they think South Korea's levels of 
technology may be more suited to China's needs 
than those being grudgingly offered by Japan. - 
China itself is not a negligible foreign direct in- 
vestor in Asia. It had become the largest foreign di- 
rect investor in Hongkong by the early 1980s, al- 
though this never showed up in the official figures 
because the Hongkong government chose not to 
count it for reasons of political nicety. Some of the 
Chinese money finding its way elsewhere into the 
region comes directly though state agencies, some 
through the networks of overseas Chinese commu- 
nities. Some probably even finds its way to Taiwan. 





support of its own economic advantage. Over the 
two decades to the mid-1980s, just six countries re- 
ceived the lion’s share of all Japanese official aid. 
They were China, Indonesia; Malaysia, the Philip- 
pines, South Korea and Thailand—all leading sup- 
pliers to Japanese industry of raw materials such as 
crude oil, minerals, rubber and timber. 

The new policy seeks to combine the resources 
of Japan's public sector—aid, technical co-opera- 
tion and measures to open Japanese markets—with 
private capital and technology. The aim is to de- 
velop the economies of the NICs and new NICs in 
such a way that, at the least, they en hance the cur- 
rent restructuring of the Japanese. economy by 
establishing lower-cost component-m king and ex- — 
port bases for Japan's manufacturin 
throughout East and South-East Asia. 










































— And the most: apan is aiming or? A 1988 study 
_for the government 's Economic Planning Agency 
— (EPA), called ' Promoting Comprehensive Economic 
Co-operation in an International Economic Envi- 
~ ronment Undergoing Upheaval: Towards the Con- 
. struction of an Asian Network”’, hints broadly at 
the answer: the (probably politically impossible) 
goal would be to integrate the economies of the NICs 
W NICs into something that would look a lot 
cea greater Japan Inc. 
DM ts core would be Japan. Industrial policy would 
- -be co-ordinated from Tokyo. The EPA study talks of 
this being done by something it dubs the “Asian 
Brain”. This would control the disposition of indus- 
trial investment throughout Japan, the NiCs and the 
new NICs and co-ordinate the necessary policy sup- 
port by the governments of those countries. The 
"Asian Brain" is clearly intended to be the Japanese 
civil service, just as MITI was the brain behind Japan 
Inc in the 1960s. 

This is only a policy study, but it catches the 
drift of a lot of the thinking on regional economic 
integration being discussed in policy-making circles, 
such as the ministries and FAIR's working parties. 
Japan's regional neighbours will probably think as 
little of it as they did of the more militaristic attempt 
to spread the Japanese economy from Seoul to Sin- 
gapore half a century ago. 

Some Japanese officials understand the historic 
sensibilities they have to get round, though even 
they see it as mainly a matter of presentation. How- 
ever, as is made clear for the first time in such publi- 
cations as the 1988 mit white paper (which is the 
ministry's annual review) and the EPA's 1988-92 
five-year plan, the Japanese government is now com- 
mitted to taking the initiative in promoting greater 
regional economic co-operation, starting in East 
and South-East Asia. It would do so not on the basis 
of bilateral relations or even with ASEAN as a block, 
but by regarding Japan, the NICs and the new NICs as 
one economy. | 

This new €: is already being imple- 
. mented with Thailand and Malaysia. In addition to 
the co-ordination between the public and private 
sectors, it is the active way the policy is being pur- 
sued that marks it out from previous Japanese ef- 
forts in this area. 











ne ‘Perceiving the threat 


Like Japan’s first postwar attempts at promoting re- 
gional co-operation in the 1960s, the new policy is a 
response to external economic conditions. Then it 
was fear—fear that the fledgling European Commu- 
nity and American ideas for “an Atlantic commu- 
nity” would shut out Japan from export markets it 
needed to rebuild its war-wrecked industries. Japan 
proposed a free-trade pact with the developed econ- 
omies of the Pacific rim—America, Canada, Aus- 
tralia and New Zealand. 

This time what worries Japan is the integration 
of European markets from 1992 and the free-trade 
agreement between the United States and Canada. 
But the world looks a different place a quarter of a 
century on. The dynamic growth of the NICs and the 
new NICs, detente between America and Russia, 
warmer relations between Russia and China and 
what a MITI report last year called "the inevitable 
decline" of American influence in the region make 
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One io pide Moin by Japanese pol 
icy-makers—and which the FAIR committee is spe- 
cifically studying —is a network of free-trade pacts 
involving Japan, the NiCs, the new NICs and other 
rich and poor countries. At least half a dozen spe- 
cific combinations are being studied (including, 
mind-bogglingly, India-China-Japan). Such free- 
trade zones would eventually be linked up. 

One commonly discussed idea (attractive to 
trade managers on both sides of the Pacific) is that 
Japan would set up matching free-trade zones with 
its Asian partners and with America. The political 
trade-off would be that Japan would absorb Asian 
exports otherwise bound for America in return for 
continuing free access to the United States for its 
own goods. That is crucial for Japanese firms: as 
they move up-market, they cannot afford to be shut 
out of America and the European Community. 


Deflecting the criticism 


Though underlying economic forces were already 
pulling the region together, the task for Japanese 
policy-makers in the mid-1980s was to harness those 
long-term forces under Japanese leadership while 
dealing with western criticism of Japan’s trade sur- 
pluses and its weak contribution to the defence of 
the western alliance. That meant deploying the 
country’s capital surpluses in a way that would de- 
fuse international criticism, and managing the steep 
appreciation of the yen (on which America had in- 
sisted so as to cut those surpluses) so that it would 
not harm the restructuring of the Japanese economy 
that was under way. 

At the global level, Japan responded by agreeing 
to co-ordinate its interest rates with America’s and 
West Germany’s, to boost domestic demand and to 
suck in more imports. It also agreed to break the 
symbolically important 196-of-GNP ceiling on its de- 
fence spending, to provide strategic aid for Ameri- 
ca's allies, and to increase financial flows to the 
developing world through more aid and a three-year 
recycling of its surpluses. This was augmented by ex- 
pensive lobbying (particularly in Washington) to 
keep export markets open in rich countries. 

At a regional level, Japan 
sought to promote the idea of Pa- 
cific regional co-operation among 
government officials, academics, 
businessmen and other opinion 
leaders. It held endless numbers of 
conferences and seminars, many in 
Japan, from a meeting of ASEAN 
cabinet ministers in 1988 to the an- . 
nual bash of the Pacific travel and 
tourism industry. 

It also encouraged a beefing up 
of the formal decision-making pro- 
cedures of the Pacific Economic 
Co-operation Conference (PECC), a 
multilateral talking-shop for busi- 
nessmen, academics and govern- 
ment officials set up in 1980. It pro- 
moted the creation of a central 
fund for PECC and of a regular re- 
port called the Pacific Economic 
Outlook. These changes give PECC 
the potential to become the pri- 
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sort of consultative policy-promotion club that the 
OECD is for rich countries. 

Many Japanese officials and politicians believe 
it is essential to have some sort of heavyweight insti- 
tution to give regional co-operation a political impe- 
tus. A Pacific version of the OECD, which has been 
championed by a former prime minister, Mr 
Yasuhiro Nakasone, let alone a regional version of 
the European Commission, is still some way off, but 
PECC seems to be emerging as Japan's favoured vehi- 
cle to be something that looks multilateral but 





mary regional forum. It could evolve into the same 
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which can be kept under Japanese sway. 

Japan has also instituted two other strategically 
important regional measures. One is the New Asian 
Industries Development Plan, known as the benign- 
sounding New AID Plan, and which is under the aus- 
pices of MITI. The other is the ASEAN-Japan Devel- 
opment Fund, which is a multi-agency off-shoot of 
Japan’s pledges to recycle its supluses. Both mea- 
sures are at the cutting edge of Japan’s initiative to 
organise the industrial integration of East and 
South-East Asia. The New AID Plan in particular 
aims to keep Japan’s flock in formation. 





Beware the helping hand 


66T N ESSENCE", according to Mr David Arase, 

an American academic, "the New AiD Plan 
uses the pledges made to Japan's western allies to 
strengthen Japan's control over an emerging Asian 
regional economy." It was this that Mrri's Mr 
Tamura announced in Bangkok in 1987—though, 
naturally enough, he did not cast it in quite that 
light. The plan's policy objective is to tie together 
Japan's aid, trade and private-capital surpluses to 
channel a flow of Japanese direct investment into 
the NICs and new NICs. Its slogan is sanmi-ittai, or 
"three sides, one body”. 

Unlike Japan's promise to double its official aid 
over five years, and unlike the recycling schemes, 
the New AID Plan sets no one-off targets. It does 
something more significant. It establishes the policy 
framework for Japan's future economic co-opera- 
tion. It signals a switch of Japanese aid from specific 
infrastructure projects, such as a dam or a new road, 
to supporting the development of selected indus- 
tries and the structural adjustment of economies. 

This is in line with contemporary thinking in 
the West about development aid, and helps to an- 
swer the old charge that Japan has used its aid to win 
export orders for its contractors and equipment- 
makers from the megaprojects it finances. Even Jap- 
anese officials admit that that was once their barely 
hidden agenda. Western governments have had the 
same idea, but execute it less determinedly; and 
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their civil servants never think of aid as a tool for 
domestic economic policy as Japan's do. 

Japan's new hidden agenda is different, because 
the needs of the country's economy are different. (It 
is also better concealed.) The New AID Plan commits 
government money for the relocation of Japanese 
industry into lower-cost Asian countries as an in- 
ducement for private industry to serve whatever 
policies the civil servants want to pursue. 

One of the well-practised tricks of success for 
Japan's economic policy-makers is to swim with the 
tide. They hitch their grand plans to the changes 
that market forces are bringing anyway. What looks 
like a master plot is often no more than exploiting 
to the full what is already there. 

The New AiD Plan is no exception. It does not 
run counter to market forces. Greater regional eco- 
nomic integration is happening anyway, and Japa- 
nese companies are moving production offshore to 
avoid protectionism abroad and rising costs at 
home. Instead, the plan finesses the market. It di- 
verts some Japanese direct investment in manufac- 
turing from America and Europe to Asia, and de- 
ploys it in a way that the policy-makers perceive to 
be most effective for the restructuring of the Japa- 
nese economy as a whole. 

It also helps Japan's associated foreign-policy in- 
terests, such as a planned reduction of its (and the 
rest of Asia’s) dependence on the American market 
through boosting intra-regional trade. It also lets Ja- 
pan appear to be liberalising its domestic markets. 
One inducement that Japanese industry needs to in- 
vest in Asia is the security of getting components 
and low-tech finished goods back into Japan easily 
and cheaply. It was no accident that exports from 
the NICs and new NICs were among the early benefi- 
ciaries of the Japanese government’s series of mea- 
sures to open its domestic market up in recent years. 


Zonal defence 
The new AID Plan is administered bilaterally. Only 
the bureaucrats in Tokyo get to see how the big pic- 
ture is developing across the region. So far, Japan 
has put its economic co-operation with Thailand, 
Malaysia, Indonesia, the Philippines, China and In- 
dia within the framework of the plan. Pakistan 
could follow next. 

For any country the New AID Plan is imple- 
mented in three stages. First, Japanese officials make 
an economic study of the target country and pick 
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"industries that appear o have the best poteritial for 
being developed as internationally competitive ex- 
porters, They then draw up a master plan to develop 
those industries through direct investment and the 
ranster of technology by Japanese companies, and 
h official aid, technical co-operation and 
ipport from the Japanese government. They 
xamine the policy changes required of the re- 
Xt government to remove barriers to the cho- 
en industries’ development. 
_ Then, through its foreign ministry, Japan en- 
‘gages ina policy dialogue with the recipient country 
. on the basis of this master plan. A joint steering 
committee to map out a comprehensive national 
| industrialisation plan using Japanese help is set up. 
. Japan has already set up such committees with Thai- 
land and Malaysia and is considering doing so with 
the Philippines, Indonesia and India. In addition, 
Japanese officials will be seconded to the parts of 
new NICs' governments responsible for industrial 
policy. There they pass on what is delicately de- 
scribed as "their experience", so deflecting allega- 
tions that Japan is forcing policy on its neighbours. 
The Japan International Co-operation Agency 
(ICA), a technical co-operation. agency which spe- 
cialises in aid-related work, has two men in the Thai 
Department of Industrial Promotion and one in the 
Malaysian Industrial Development Agency. 

Step two is for Japanese officials to turn their 
master plan into strategic guidelines for the develop- 
ment of specific industries. These suggest new infra- 
structure such as industrial export zones, and so- 
called soft infrastructure such as legal, tax and 
investment incentives needed to attract Japanese 
private investment. If, say, the Japanese government 
suggests developing the Laem Chabang industrial 
«| estate near Bangkok, because Japanese companies 
say the infrastructure in the capital is lacking, then 
it has to be sure that Japanese firms will be induced 
.to go there rather than to similar estates at Pusan in 
South Korea or Kaoshing in Taiwan. Using the stra- 
tegic guidelines, Japan then proposes projects and 
policy reforms to the recipient country. The first 
two steps are both financed by Japanese aid in the 
form of technical co-operation through develop- 
ment surveys and the dispatch of experts. 

The third step, of course, is the implementation 
of the construction and investment programme, 
bi j ging together a formidable array of Japanese 
agencies in three main areas. (Here, wc a deep 
breath for a rash of bureaucratic initials.) The first 
area is building physical infrastructure. Yen loans 
through the main bilateral-aid agency, the Overseas 
Economic Co-operation Foundation (OECF), are 
used to install ports, telecommunications, industrial 
estates and the like. Technical co-operation for re- 
lated. projects such as the setting up of export-in- 
spection centres is also extended through JICA. 
~The second area is technical co-operation in 
raising local standards of management, production- 
technology and product development, marketing, 
promotion and distribution. The Japan External 
Trade Organisation GETRO) will set up trade- and 
industry-promotion centres. JICA and the Japan 
Overseas Development Corporation (JODC), a ver- 
sion of ICA but less concerned with aid, provide 
staff (often Japanese ministry-men themselves sec- 
onded to the agencies). The Association for Over- 
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Sold in Japanese Thailand 


seas Technical Scholarship (AoTs) and Japan's 
ASEAN Centres bring trainees to Japan. JICA and pri- 
vate consultants, particularly the Engineering Con- 
sulting Firms Association, a little-known but cru- 
cially placed industry association specialising in aid 
matters, and the Japan Consulting Institute, a simi- 
lar trade body of plant-and-equipment exporters, 
are engaged to conduct further development sur- 
veys. In the case of China, there is yet another semi- 
governmental agency involved, the Japan-China 
Trade Expansion Council. 

The third area is providing finance and invest- 
ment. This is mainly matchmaking for direct invest- 
ment, joint ventures and technological tie-ups in- 
volving Japanese firms. Again, there are a host of 
ways this is done: for example, through JETRO's 
Asian Industrialisation Project; or the overseas in- 
vestment promotion programme of the Japan 
Chamber of Commerce and Industry for small and 
medium-sized firms (useful for bringing in Japanese 
components-makers). MiTi's Small and Mid-Sized 
Enterprises Agency also advises on overseas invest- 
ment. In addition, the Japan Export-Import Bank 
and JODC give priority to financing requests under 
the New AID Plan. The OECF is considering setting 
up a special investment programme for favoured lo- 
cal firms in targeted industries. 


Considered and comprehensive 


There is another tool for implementing the New AiD 
Plan: the ASEAN-Japan Development Fund (AjDr). 
This uses commitments made under lapan's $20 bil- 
lion recycling plan. During a visit to Thailand in 
1987, the then prime minister, Mr Nakasone, said 
$2 billion of this sum would be set aside to promote 
the development of the private sector in ASEAN. His 
successor, Mr Takeshita, announced the formation 
of the AJDF on his first overseas trip as prime minis- 
ter, to the ASEAN summit meeting in Manila later 
that year. 

The fund has three parts, all of which help f- 
nance (primarily Japanese) joínt ventures in ASEAN. 
The main part ($1.6 billion-worth) is for bilateral 
joint ventures. Some $200m is set apart for regional 
joint ventures across more than one ASEAN country. 
The third part would create an innovative invest- 
ment vehicle, called the Japan-ASEAN Investment 
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Corporation (JAIC) to purchase equities and bonds 
in joint ventures. 

This all adds up to an approach to regional inte- 
gration that is considered and "comprehensive" (a 
much-favoured word that is Japanese code for co- 
operation to their mutual benefit between the gov- 
ernment and the private sector). Economic co-oper- 
ation is keizai kyoryoku in Japanese. It is a term that, 
when applied to relations with developing coun- 
tries, has always had an overtone of co-operation 
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objectives. The key difference now is that Japan will 
seek to influence the industrial policy-making of the 
NICs and new NICs more openly. It marks an end to 
Japan responding to its neighbours' requests for aid 
and then extracting export orders out of it, and the 
start of what one MITI official has described as a 
"Japanese initiative to promote economic co-opera- 
tion in a planned fashion"—or in other words to 
nurture a yen block. 





Uncle Sam's strength 


Wie regional dimension Japan may 
be plotting to add to its domestic economy, it 
will be America more than Japan that will shape the 
politics of the Pacific well into the next century. For 
all the chatter about an end to Pax Americana, bar- 
ring a collective loss of nerve on its own part, Amer- 
ica will remain the non-communist world’s pre-emi- 
nent power. A superpower needs military, econ- 
omic and diplomatic might, plus the will and 
purpose to exert them. None of America’s allies, Ja- 
pan included, has enough of all five qualities to 
usurp America in the foreseeable future. 

What is changing, however, is the relative de- 
gree of America’s supremacy. In Asia, Japan has 
caught up with America economically; and the re- 
gion as a whole is no longer the poor, hungry and 
war-wracked place that it was. In the NICs well-estab- 
lished roots of developmental capitalism are sprout- 
ing offshoots of democracy which each country will 
want to harvest in its own way. Include the curtail- 
ment of China’s and Russia’s expansionism, and 
the conclusion is plain: postwar East and South- 
East Asia has reached the end of adolescence. 

America is still head of the family, but it can no 
longer simply tell the children what to do, and then 
scold them if they are disobedient. As Mr Robert 
Scalapino of the University of California at Berke- 
ley puts it, the postwar alliances in which the super- 
powers made firm security and economic commit- 
ments in return for unswerving political allegiance 
from their client states have had their day. Instead, 
they have become alignments in which the super- 
powers’ commitments are conditional on the small- 
er nation making financial and political sacrifices to 
support the relationship. For its part, the pledges of 
the smaller nation are less unequivocal. Managing 
such alignments has become one of the supreme 
challenges for all superpowers in Asia. 

For America, questions of trade and defence in- 
creasingly dominate its regional alignments. The de- 
mands America has made on Japan (for economic 
restructuring, market liberalisation, exchange-rate 
adjustment and higher defence spending) have also 
been pressed on Taiwan and South Korea and, 
more lightly, on Thailand. 

he reason is straightforward: America’s bud- 
get and current-account deficits. These were the re- 
sult of the Reagan administration boosting domes- 
tic demand through tax cuts and higher govern- 
ment spending, particularly for defence. However, 
with America’s savings rate falling, non-inflationary 
growth could be achieved only by importing and 


borrowing from abroad. By the mid-1980s both def- 
icits were unsustainable: they had to shrink. 

From an American perspective, America alone 
was bearing the long-term cost of the cold war 
against the Soviet Union at a time when it could not 
afford to. The post-Plaza devaluation of the dollar 
has been slow to reduce America’s external deficit; 
many American exporters of goods had become un- 
competitive internationally and were ill-prepared to 
exploit the advantages of a cheaper dollar—while 
farm exports (and in some markets, manufactured 
goods, too) were hindered by foreign protectionism. 

Hence the stress by Americans on issues of “fair 
trade", "level playing fields", "cultural barriers to 
trade", “free rides over defence" and "burden shar- 
ing’’. In order to reduce its trade deficit, the United 
States wants to discourage what it sees as predatory 
trade practices on the part of other countries so as 
to sustain American firms' market share in their do- 
mestic market and to help win or regain markets 
overseas. This is a prime aim of the "Super 301” 
clause of America's new trade act. The act also re- 
quires allies to allow greater market access to Ameri- 
can exports. America has few carrots left to offer in 
return for trade concessions, so it is relying on the 
stick of denial of access to the American market. 
Mistakenly or not, this and the increasing recent 
talk of a need for managed trade creates an impres- 
sion that America is abandoning the free-trade sys- 
tem and turning protectionist. 





A meeting of minds? 
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Asians (and Europeans) want to keep trade and 
defence issues separate. They see America as trying 
to shift the cost of its own economic folly on to 
thrifty and virtuous allies. The rapid slide into 
debtor status, the apparent rise of protectionist sen- 
timent and the failure of America to cut its twin 
deficits have created doubts among its allies as to 
America’s ability to help itself out of its troubles. 

Nowhere are these sentiments expressed more 
often than in Japan. It is with Japan that America’s 
ability to manage a bilateral relationship in the new 
circumstances is being most put to the test. The two 
countries are economic superpowers that have be- 
come symbiotically intertwined (debtor and credi- 
tor, consumer and producer, defender and de- 
fended). Interdependence and competition vie with 
each other in policy-makers’ concerns on both sides 
of the Pacific. That makes relations complex and 
turbulent. This is compounded by the fact that dif- 
ferent parts of government in America—the White 
House, the State Department, the Department of 
Defence, etc—have competing policy interests to- 
wards Japan; ditto in Japan towards America. 

However, it is Japan as an economic competitor 
that has become a bogeyman for some Americans. 
TransPacific trade rows get blown up out of all pro- 
portion, for fear that more industries will go the way 
of the uncompetitive American consumer-electron- 
ics and semiconductor industries in the face of more 
efficient Japanese firms. 

The Fsx fighter issue was one example. Con- 
gressmen wanted to stop the co-development of a 
new jet fighter for the Japanese air force based on 
General Dynamics’ F-16 aeroplane. They feared that 
this would nurture the nascent Japanese arms indus- 
try to the point where it would smother Ameri- 
ca’s—something Europe, which was sold the F-16 a 
decade ago, has failed to do despite having a more 
advanced defence industry than the Japanese. 

A re-run of this sort of row seems inevitable 
over high-definition television, whose digital tech- 
nology will be a key to many electronics and com- 
munications industries in the 1990s. Similarly, Japa- 
nese direct investment in America, so actively 
wooed by more than 40 state governments that keep 
offices in Tokyo for the jobs and technology it 
brings, becomes “the buying up of America" and 
the subject of congressional attempts to curb it. Jap- 
anese indirect investment, without which America 
would not have been able to sustain its large budget 
deficits in recent years, breeds fears that America is 
losing control over its economic future. 

These are all examples of how relations between 
America and Japan have become more complex 
than when they were simply one of patron and cli- 
ent. The Japanese like to describe relations now as 
being like that between an elder and younger 
brother. That may suggest a closeness which few 
Americans would recognise, though to a Japanese 
the description would carry implications of duty 
and responsibility. 

Mr Nakasone expressed it when he called Japan 
"an unsinkable aircraft carrier" for the United 
States (conjuring up an echo of an earlier special 
relationship, that between the United States and 
another unsinkable aircraft carrier, Britain). Mr 
Takeshita said relations with America would be the 
"unwavering core" of his government's policy. The 
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change in tone reflected Japan's new self-confidence 
in being able to assume a more independent politi- 
cal role, but the underlying truth is the same—it is 
the relationship with America, not with any of its 
Pacific neighbours, that remains Japan's most im- 
portant concern, and will continue to be so. 

That means that the way Japan exploits the un- 
derlying economic changes taking place in the re- 
gion will be determined mostly by America's inter- 
ests and how Japan perceives them. America is both 
superpower and Pacific-rimmer. If Japan is to steer 
relations more in the direction it wants, it will have 
to play its American hand astutely. It has three weak 
suits and one strong one. 


A difficult hand to play 


Japan's strong suit is in spades—its money. Yet that 
will last only as long as the country has a big current- 
account surplus. By the turn of the century (some 
sages think sooner), it could be gone. Economic 
restructuring, offshore production, more imports 
(including "reverse" imports from Japanese fac- 
tories overseas) and a boom in outward tourism 
should cut the trade and current-account surpluses. 
More domestic consumption would accelerate the 
decline in savings. Higher government spending on 
health and welfare for a growing number of elderly, 
and more quality-of-life investment for all Japanese, 
should keep more of Japan's spending at home. Pro- 
viding Japanese companies and investors behave 
like their American and European equivalents be- 
fore them and reinvest locally most of the income 
from their external assets rather than repatriating it, 
that should all add up to a much diminished Japa- 
nese current-account surplus. 

At best, Japan's money gives it a window of 
opportunity. To take full advantage of it, Japan will 
still have to counter three American strengths in ar- 
eas where Japan is weak. 

First, America is a superpower. It strides the 
world stage, and the rest of the world expects it to 
do so. In comparison, Japan remains insular. Its 
vaunted new internationalisation is still regarded by 
many Japanese as a duty rather than a desire. Even 
its regional scheming is determined primarily by the 
needs of its domestic economy. 
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constraints on it becoming a military power are 
strong. Most Japanese do not want it. Not one of its 
neighbours does: memories of the second world war 
remain strong. Few Americans do either. They want 
Japan to pick up more of the bills for the nuclear 
umbrella that shields it and the rest of East and 
South-East Asia, but that wish does not extend to 
Japan going nuclear itself or to having a more inde- 
pendent military policy, even if it was still basically 
pro-western. 

A Japanese de Gaulle, say, would be awkward 
for the Americans, but not unmanageable. That 
points up Japan's third relative weakness. Whereas 
America is pretty much the whole picture for Japan, 


Japan is only one piece of the jigsaw of America’s 
Asian interests, - 


he jigsaw has some other big 
pieces, notably China. 

Nonetheless, if America wants Japan to take on 
more of the responsibility in the region that its 
wealth implies, and to pick up more of the bills 
America incurs as the West's international police- 
man, then it is not unreasonable for Japan to have a 
bigger say in how.its money should be spent. But 
America will still have the final word. Only last 
month, Japan eventually, if reluctantly, fell in line 
with America's wish that it show disapproval of 
China's bloody massacre in Tiananmen Square by 
suspending its 1990-94 aid programme. The Japa- 
nese action was contrary to its own policy of sup- 
porting the Chinese government. That sort of com- 
pliance should reassure not only Americans but a 
lot of Asians, too. : 








A looming shadow 


E since the great sea voyages of discovery un- 
dertaken by Admiral Yi in the seventh century, 
China has looked inwards to the plains and deserts 
of Asia, and, even more so, to itself. In modern 
times it was not until the late 1970s that China 
thought of itself as a potential member of the Pacific 
community. Other Pacific nations did not consider 
the country to be of their number until the mid- 
1980s. By then, China had put Maoist isolationism 
behind it to embark on the open-door modernisa- 
tion of its economy led by Mr Deng Xiaoping. It had 
started to examine Pacific co-operation, to see what 
it could get out of it to help. | 
A turning point had come in 1980 with the set- 
ting up of a research institute for Asian-Pacific eco- 
nomic affairs at the Chinese Academy of Social Sci- 
ences. That provided an approved base for scholars 
to argue for China’s involvement in the region. It 
was the first dilution of Maoist orthodoxy which 
held that proposals for greater Pacific co-operation 
masked a capitalist struggle between the United 
States and Japan for regional domination: America 
was seen to be protecting its vested interests while 
Japan sought to secure the raw materials it lacked. 


Total Asia-Pacific developing countries, 1980: $9.4bn 
| | 1987: $12.4bn 


The party line changed in 1984. Throughout 
the economy, pragmatism was in the ascendancy 
over ideology. The setting up of special economic 
zones, such as Shenzhen on Hongkong's doorstep, 
to attract trade and foreign technology made ideas 
of co-operation between socialist and capitalist 
economies ideologically acceptable. A shortage of 
foreign exchange to pay for imports also made eco- 
nomic co-operation more necessary, especially with 
those countries, many in South-East Asia, which 
had large populations of overseas Chinese business- 
men. A third reason was that both America and 
ASEAN were warming to Pacific co-operation, and 
wanted China involved as a counterweight to Japan. 

Chinese leaders stopped ignoring the subject 
and started to speak positively of it. In 1984, in San 
Francisco and subsequently during talks with Aus- 
tralia's prime minister, Mr Bob Hawke, Mr Zhao 
Ziyang, the then prime minister, endorsed the idea 
within the context of the North-South dialogue and 
said that ways should be sought to advance it. The 
following year, Mr Qian Qichen, a deputy foreign 
minister, was plainer. At the annual meeting of the 
UN's Economic and Social Commission for Asia 





















































>and the Pacific (EscAP), Mr Qian asserted China $ 
Standing as an Asian-Pacific nation and its active 
support for regional economic co-operation. 
Meanwhile, through academic conferences, no- 
tably in Shanghai in 1984 and in Wuhan the follow- 
ing year, the Chinese were trying to reach consensus 
on what their country should aim to get out of re- 
| gional co-operation. A central figure throughout 
“(and since) was Mr Huan Xiang. A senior foreign- 
istry theoretician on international economics, 
Mr Huan is now known as China's “Mr Pacific”. 
- He believes some of the region's dynamic economic 
| growth can rub off on China through technology 
transfers and the development of export industries 
in its coastal cities. 

In the Huan scheme of things, Shanghai would 
become the main gateway between the industries 
and markets of the NICs and the new NICs on one 
side and, on the other, the vast natural resources 
and virgin (if still elusive) mass markets of China. A 
prominent role for Shanghai is needed to forestall 
the emergence farther north of a growth quadrilat- 
eral whose points would be Tokyo, Pusan, Dalian 
and Vladivostok—and whose economic hinterland 
would be mainly Siberia, Mongolia and the Korean 
peninsula, not China. One of the reasons that the 
Chinese are keen to do more business with South 
Korea is to pull it into China's coastal arc. 


Thinking hard 

How much China's new attitude towards Pacific co- 

operation will be affected by its most recent turmoil 

is unclear, beyond the simple point that it is the po- 

litical, if not necessarily the moderate economic, re- 

formers who have lost out most immediately. With- 

out political flexibility in the system, injecting more 

e| market mechanisms is doomed to fail in the long 

run. Lip-service is still being paid to keeping the 

economy open to foreigners, though that is only a 
necessary, not sufficient, condition that it will be. 

China's line will probably remain uncertain un- 
til after the power struggle that will inevitably follow 
the death of Mr Deng. But even before June, Chi- 
nese leaders had made it clear that questions of re- 
gional co-operation would continue to be subordi- 
nated to global foreign-policy considerations. In 
turn, those inevitably become suborned to the 
power struggles between the old men who run Chi- 
na's Communist party. 

While the economic reformers were in the as- 
cendancy, China had joined several regional institu- 
tions. In 1986, it came into PECC and was admitted 
to the Asian Development Bank (ADs). Taiwan had 
held the "China" seat since the bank's founding in 
1966. Though China claims sovereignty over Tai- 
wan and rejects international recognition of two 

Chinas, it agreed to (a disgruntled) Taiwan remain- 
ing a member of the bank as Taipei, China. 
E As a member of the aps, China is a borrower 
| but has a bigger share of the votes than any other 
. member except the two main donors, Japan and 
America. China's membership highlights concerns 
other Pacific nations have about China playing a 
bigger regional role. China is big but poor. So it is 
potentially a huge drain on the development re- 
sources available for the region, while at the same 
|| time getting first refusal on those resources because 
of its political clout. 
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Shanghai: the hub of the Chinese wheel 


The concern is not misplaced. In 1987 (the lat- 
est year for which the OECD has a full set of figures), 
China took 35% of the net flows of financial re- 
sources to Asian-Pacific developing nations (against 
less than 12% three years earlier). In 1984 it re 
ceived a net $940m, about half as much as Indone- 
sia, Malaysia, the Philippines and Thailand put to- 
gether. In 1987 China got a net $4.3 billion, almost 
the same as the ASEAN four. 

Non-communist countries in the region have 
another concern: that China may use institutions 
like the ADB to advance unwelcome foreign-policy 
goals. Some are relatively harmless, such as the dip- 
lomatic points-scoring over the international recog- 
nition of Taiwan, by, for example, browbeating 
other countries into using officially the term NIES 
rather than NiCs. Others would be more serious 
such as China supporting calls for the bank to grant 
aid to Vietnam to break the investment and trade 
blockade imposed by ASEAN so as to press Vietnam 
to withdraw from Cambodia. The old cold-war fear 
of Chinese hegemony in the region lingers almost as 
much as that of Japanese imperialism. 


Treading softly 


The Chinese themselves are distrustful of Japan’s 
intentions. Their public statements have become 
more neutral in recent years, save when trying to 
prick Japanese consciences over the Sino-Japanese 
war, in order to screw a bit more aid out of the Japa- 
nese government—aid Japan has given in abun- 
dance because it thinks its best bet for the stable 
China it wants is that Mr Deng’s economic reforms 
work. Yet the Chinese still seem to think that Ja- 
pan’s regional policy is set by American security in- 
terests towards the communist world or by the twin 
considerations of economic competition with 
America and the need to ensure its security through 
economic means—that is, by swapping capital for 
natural resources with others in the region. 

For now, China’s attitude towards Japan is the 
self-serving one of suggesting that Sino-Japanese 
economic co-operation could become a model for 
the region as a whole. All Japan has to do first— 
surprise, surprise—is to open its markets to more 
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being a Pacific nation was highlighted by President 
Gorbachev in his Vladivostok speech of 1986, al- 
though few as yet see substantial signs of change in 
Soviet regional diplomacy to match the new rheto- 
ric. Before the Vladivostok speech, Russia's view of 
the Pacific community was to regard it as a political 
association designed to.confront the Soviet Union 
and to drive China and the Soviet Union further 
apart. If anything, the two communist countries 
now feel closer together. The difficulty 










ulty for Russia 
now is to find a way to accommodate itself politi- 
cally to Japan, with which it is technically still at war. 
The creation of an economic association of capital- 





The limits of power 


'OR a yen block to come into being, three condi- 
tions must be met. First, the countries involved 
need to be sufficiently economically cohesive. Sec- 
ond, Japan must want to organise and lead it. Third, 
the countries involved must accept being so led. As 
recently as three years ago, none of those conditions 
had been met. Now, in varying degrees, all are start- 
ing to be so. The vital question for determining the 
shape of East and South-East Asia in the coming 
decade is just how far they will materialise. 
Assume, for a moment, that there was true yen 
hegemony—that is, a block of countries that pegged 
their currencies to the yen. There would be the con- 
venience of simpler financial flows between the 
member nations, but it would be one with large im- 
plications. It would require those countries to follow 
similar economic policies—for otherwise individual 
countries would risk losing their competitiveness. 
At the start, such harmonisation would be in mone- 
tary policy; but if the block became a large and inter- 
nally open market for goods, capital and labour, 
there would inevitably be convergence of all policies 
that affect business costs, including tax, company 
law and labour practices. If not, investment, output 
and labour would flee to more favourable locations. 
Many Asians—not least Japanese, who are in- 




















Dealing with the Soviet Union requires even 
more waiting and seeing. Russia's own interest in 


eof im - 
e Soviet 





Whether it.can push their development forward 
may well depend on the broader success of Presi- 
dent Gorbachev's reforms. What will happen in 
China is almost as big an unknown. Mr Huan has 
said that through an "independent peaceful foreign 
policy" in the Pacific region, China "can expand 
and deepen the economic, trade and technological 
co-operation” needed to promote peace and stabil- 
ity. The aim is "to promote co-development and 
prosperity . That is not a phrase that will reassure 
China's neighbours—although in Chinese it does 
not quite carry all the ugly overtones of co-prosper- 
ity that it would in Japanese. 





tolerant of labour immigration, for example— 
would reckon the cost too high. The still-vast differ- - 
ences in the levels of wealth and economic develop- 
ment within the region would make the social 
strains too great, even if the political will were there. 
A yen block would also require the surrender of too 
much economic sovereignty to Japan as the domi- 
nant economy. Few, if any, would want to do that. 

In part, that is for historical reasons, though the 
passing of the years is fading wartime memories and 
younger Asians look increasingly to Tokyo for a 
lead in many things from design to video technol- 
ogy. Yet Ásia's young and often western-educated 
technocrats would still fear being a hostage to some- 
one else's fortune—just as much as Mrs Thatcher 
does to the Bundesbank's. They could not be sure 
that Japan would not follow policies, such as prop- 
ping up the Tokyo property market or the Ameri- 
can dollar, which might be inimicable to sustaining 
norrinflationary growth in their own countries. 

A true yen block would imply the creation of an 
Asian equivalent of the meetings of the Group of 
Three/Five/Seven industrial nations to co-ordinate 
macroeconomic policy and central-bank support, . 
but Japan's still-feudal political system remains suffi- 
ciently hermetically sealed for no outsider to feel 
comfortable that such top level agreements would 
survive unscathed. Even given the rising numbers of 
other Asians doing business in Japan and studying 
in Japanese universities, it will be a long time before 
they have built the network of informal contacts 
that lets them be insiders. 

The dilemma for the Nics and the new NICs is 
that they will need to keep their inflation rates be- 
low Japan's to stay competitive, and one way is to tie 
their currencies more closely to the yen and thus 
their monetary policies to those of the Japanese au- 
thorities. That will force them, however reluctantly, 
to keep in half-scep at least with Japan, just as the 
growing trade in goods and services and cross-bor- 
der investment will do, too. 












dose 


M 


M STORES 


VON SPESE a SS 


Vd 


" 
































xt 
jon 
E. 
e x 
S eu 5 
$ c t 
: E pose o 
oz ! € = a 
A & si ee, * KA ‘a 
S o> ES ge ©. | 3 & 
I e rend o $5 — nt E t * 
go E Our i oi & a «t 
$E EE Se ¥% esa £ 
Dm Ge $$ of do G 
uem P oU (3 y c E so 8 
Pow e a mq c een CO a at 
Bo pb 22 E TETE 
Te gn 83 $8 OQ 22 $G2 
&tE "A eco wy 6.0zéí 
o8 $t ot ot rs C ae et 
E o t w- E Li c = wd iz 
l— perd * o 5 sẹ e o x uiu 
Se Pr 22 Šg O ff +38 
25 Se $9 25 @D i: 
< oo wË e c se Bw 
ig S Oo Bo mt = OF o 
| CS 9o Bt Cu aa Mg | 
eu ZE WE oO. UO £5 UID 
ES §8 53.62 num m Sx eaf 
| me oY (i ZG 
$s $- Byes Q 329£€m:. 
Quo £ 255 Ou 
BSsougossgas — eg SB 
S828 8eRn88S @ 328 OF o 
S80 556r S c d E Ae 
VS5SSSEREASES — | $5 Bee 
osHgsboS ech po tz 
E — i Map © qua di e d 
HAE TE 
3 2g 2s E we x 
Soaa9-50te6592 538 = 
c $266 SEERA see: 
Seeeo2005. 5° po E 
O EO UCcE5g8rx. 3 Qop 
a. 9c 528829 - X p 
"EET RE Ra E p i 
5 &S £ e & 
256 50 |B t E ien 
e 2 à 
ern G 
e 9 * 
& E 
z ud 
T g SEES 
l » 
"o 






ECON 

















- 


E 


E s 


200 MEMBRANE os 
20 SURVEY THE YEN BLOCK 


= > " ? 
2 n & J A 4 
> sm a E at 


^ y me "ee: eq 











12x 





LEER TIC 


SAL Lun s fuos 


d SN 


> 


=" uo» oed ^ MOINS 5 uo 
4 a. - p "3 * a! ay 


AY yD È 
w m L c — 


4 
= 
-— 


PET 


Nus: 


me 


ag ee P. 


LNUN 
x 


I 


are to follow Japan in becoming rich countries, they 
will need to develop a large and open regional mar- 
ket. Yet East and South-East Asia are a long way 
from the level of integration that lets the states of 
the United States create a (still heavily regionalised) 
federal market. They are even a long way from the 
sense of one-ness that is now drawing Europe to- 
gether. Even customs unions and free-trade pacts 
are a long way off in Asia. What will come first is 
looser co-operation in specific areas such as telecom- 
munications and energy. 

There will also be more formal consultation be- 
tween governments. Japan’s prime minister already 
attends the ASEAN summit meeting. Australia’s Mr 
Hawke wants to hold later this year what he hopes 
will be the first of regular meetings of ministers from 
his own country, Japan and the ASEAN nations. As 
the region get richer and trades more with itself, 
there will be more bilateral and multilateral trade 
disputes needing political solutions, just as there are 
now between Asian countries and Europe and 
America—and more get-togethers to achieve them 
and to find a common regional voice for world trade 
forums such as GATT. 

This will all encourage more macroeconomic 
co-ordination. But there are limits to how fast it can 
be forced, even given Japan’s new enthusiasm for 
taking the initiative. The region still lacks the broad 
institutions and deregulated financial markets that 
could nudge the process forward, while there are 
considerable restraints on Japan deploying all of its 
economic might to the same end. 


All mucking in 


Greater macroeconomic co-ordination looks likely 
in any case to be a more common feature of the 
world in the 1990s than it was even in the second 
half of the 1980s. For the Pacific, the hope is that 
this will be more likely to tie the region into a world- 
wide free-trading system, as Mr Hawke wants, than 
to isolate it as a block whose external links are 
through the kind of “managed trade" that some 
Americans now advocate or the “reciprocity” of 
Fortress Europeans. 

Even free-trade optimists admit that it will be 
messy as the world adjusts to a decade in which the 
dominance of two superpowers is more constrained 
by the minor powers than it has been at anytime 
since America’s rise. Making comparisons between 


that pre-nuclear age and now is fraught with diffi- 
culty, because economic power is today a relatively 
more effective force and old-fashioned gun-boat di- 
plomacy a relatively less powerful one. But whereas 
earlier this century the dollar world replaced the 
sterling one as America eclipsed Britain, now the 
dollar and yen worlds have to co-exist. It means 
more trade- and investment-led integration between 
countries. In this, the yen, and by proxy Japan, will 
play a bigger part. Its expanded role will inevitably 
be most pronounced in Asia. Already most govern- 
ments there keep 10-30% of their foreign-exchange 
reserves in yen, against a worldwide average of 7%. 

The greater Japanese say in the world that im- 
plies is already happening through the macroeco- 
nomic co-ordination of the rich countries. But it 
also requires Japan to be more attuned to the inter- 
national (and regional) responsibilities that its eco- 
nomic strength is pressing upon it, even when that 
means putting domestic interests at a disadvantage. 
It is by no means certain that Japan’s world touch is 
yet sure enough to do so. The Achilles heel of its 
plans for Asia is that they are primarily Japan- 
centred. 

Japan will remain a force in the new multi-polar 
world, but it is a mistake to make a straight-line pre- 
diction about the continuing growth of its power. It 
has only a limited time, perhaps less than a decade, 
before it reaches the zenith of its economic might. 
Its plans to integrate the economies of the region 
would take more time than that to bring to fruition, 
even if the NICs and new NICs were to co-operate 
enthusiastically. They will not. And while it is al- 
ways possible that the rising generation of Japanese 
will do something silly to force the pace—in richer 
and more self-confident Japan, the phrase “the com- 
ing Pacific century” readily becomes “the coming 
Japanese century’’—in reality it has little scope to 
do so. The biggest block to a yen block is that no 
one apart from the Japanese really wants it—and 
the Japanese aim is just to create a bigger Japan. 
That might bring greater co-prosperity, but, for the 
taste of most Asians, it would be too one-sided. 

As long ago as the beginning of this century, the 
then American secretary of state, Mr John Hay, 
said: "The Mediterranean is the ocean of the past, 
the Atlantic the ocean of the present and the Pacific 
the ocean of the future”. As the children's rhyme 
has it: "someday, one day, maybe never”. 





THE ECONOMIST JULY 15 1989 


-——— $n omm a zt - - UB allie 


z "^ 


SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 777 





mA ee Uus 


E 


UAE ESL AM 


JA 


*-^-- 
^ 


ay C 








2. a 
EH 


eap EX PM o 
TUA. g 


UM 


oly 


Scaling Another Height 


As with all other nations, the road to a modern, free and 
democratic China has never been smooth and easy 

Since becoming Asia's first republic 78 years ago, the Republic 
of China has come through uncountable dangers and setbacks: 
warlord confrontation, Japanese invasion, communist rebellion... 

It is on Taiwan, however, that constitutional government began 
to firmly take root and flourish in the 1950s. 

Came with this was a series of land reform and industrial 
development that helped create Taiwan's well-known econornic 
‘miracle’ . 

Today, people on Taiwan have been enjoying their hard-earned 
fruits of democracy and freedom. And their living standards is 
one of Asia’s highest | 

There's no looking back when it comes to building a land of 
opportunities that all Chinese aspire to. Despite all challenges 
lying ahead, the scaling of another height continues. 


Taiwan 


JM. REPUBLIC OF CHINA 
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In Singapore 
where else 








Shangri-La. 





Fifteen acres of rich, 


tropical gardens in the 
very heart of the city. 
Luxurious standards of 
service found nowhere else. 
It could only be the 
Shangri-La Singapore. One 
of the world's finest hotels. 





A ShangriLa hotel 


SINGAPORE 


A SHANG CRI-L LA \ INTERNATK JNAL HOTEL 


SHANGRI-LA HOTEL, 22 ORANGE GROVE ROAD, SINGAPORE, TEL: 737 3644. TLX: 21505 SHANGLA RS FAX: 733 7220/733 1029. 


7 © HONG KONG (5) 810 7782 * KUALA LUMPUR (03) 230 6248 * SINGAPORE 737 3644 * AUSTRALIA (008) 222 448 * LONDON (01) 581 4217 


+ GERMANY (0130) 6649 * TOKYO (03) 667 7744 € USA & CANADA (800) 457 5050 
SHANGRI-LA INTERNATIONAL HOTELS ond RESORTS: CHINA + FIJI * HONG KONG * MALAYSIA * SINGAPORE * THAILAND. 
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Fiona Hamilton is a stewardess for 
British Airways. She flies on the airlines 
long-haul routes out of London, but 
actually lives hundreds of miles away 
in Scotland. | 

Arriving back in London from an 
overnight flight, Fiona's first stop is at 
the airlines Staff Travel Centre to buy a 
ticket for a Super Shuttle flight home to 
Edinburgh. 

Standing in a line waiting for a ticket 
does not make her smile. Fujitsu to the 
rescue. 

. Number one 
computer maker 

Fujitsu, Japans number one com- 
puter maker, recently helped British 
Airways relieve the problem of queuing 
at its Staff Travel Centre at Heathrow 
Airport London by — and manu- 
facturing a very special printer to form 
the heart of an automated ticketing sys- 
tem built by the airline itself. The system 
(photo, right) allows staff to bypass the 
ticket counter and issue their own tickets 
 toarange of destinations. The printer 

‘is no simple printer, but an intelligent 
device which not only prints tickets and 
boarding passes but also magnetically 





The global computer & communications company. 


encodes them so that they can be read. 
and verified by computer. 


World's favourite 


airline 


It takes a special kind of c ompany pr 


to impress the world's favourite airline — 
and that's exactly what Fujitsu is. The 
company is not just Japan's top com- 
puter maker, it is also one of the world's - 


leading telecommunications makers— — P: 1 ES 


with almost 100,000 employees and . 
projects completed in a hundred coun- 


tries. It is a high tech giant that's a at orn 
force in the global information revolution, . 


a company that makes surprising new 
systems that can do important things. 
Like keep Fiona Ham tons smi miling. P" 


The British Airways self-service ticketing system. 

for staff was designed around a Fujitsu intelligent tick 
printer. It is as easy to operate as an automated ban 
teller machine. 























YOUR NEW BASE FOR WORLD MARKETS 


Dubai s Jebel Ali Free Zone has now made it easy B No personal income taxes 
or international companies to set up trading and 
naustrial bases in the Middle East. 
Corporations such as Black & Decker. Caltex. Null 
McDermott, Mitsubishi Motors, Shell, Sony and m Unlimited cheap energy 

Union Carbide have already taken advantage of these With superb facilities including an extensive 

exciting trade freedoms and benefits unique to Jebel Ali. ^ infrastructure, state-of-the-art commu nications, 

Just look at these advantages. accommodation, hotels, hospitals, security and even 
É modern amenity, this 100 sq. km business opportunity 
IS your new frontier for world markets 


B No import duties/export taxes 
a No sponsorship restrictions 


mæ 100?c foreign ownership 
æ Unlimited transfer of profit and capital 


= No corporate taxes for a minimum of 15 years To find out about these freedoms contact 


Jebel Ali Free 


Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dent No 08 P O Rax 3258 Dubai Tel 084-5657A. Telex: 47398 PAJJA FM Fax: N84-56NQ3 
| 








EUROPE 


Bush has a dream, 


Poland no 


money, Hungary no illusions 


HE parallels are tempting. President 

Gorbachev travels to West Germany 
and France, gently wooing Western Europe 
away from the United States; President 
Bush visits Poland and Hungary, easing 
Eastern Europe away from Russia. Both men 
get a friendly welcome, which is useful to 
boost the standing of each back home. To 

balance of power in Europe the presi- 
-hts have added a balance of prowess. 

The parallels are too neat. For one 
thing, Mr Bush could not quite match 
Gorbymania, let alone reach 
Gorbasm, in either Warsaw or 
Budapest (though he got closer 
to it in Gdansk). More impor- 
tant, the Poles in particular are 
not content with rhetoric, of 
the sort Mr Gorbachev lav- 
ished on West Germans, about 
overcoming Europe's divi- 
sions. They want cash. And Mr 

*Bush did not offer them much. 

Poland is at the moment 
just ahead of Hungary in the 
contest to be communism's 
star reformer. Agreement in 
April in the round-table talks 
between government and op- 
position led to the re 
legalisation of Solidarity and to 

t month's semi-free election. 

ch changes were scarcely 
imaginable in the Poland that 
Mr Bush, then vice-president, 
visited in 1987. No wonder Mr Bush en- 
thused to the crowds in Gdansk on July 
| 1th: “To those who think that dreams can 
for ever be suppressed I say let them look at 
Poland. Here in Poland the dream is alive.” 

The dream may be alive, but the econ- 
omy barely is. Inflation is racing over 10096, 
Poland's hard-currency debt is nearly $40 
billion. In Warsaw the shops look emptier 
than ever, with no meat in sight and long 
queues even for bread. 

Near-collapse of the economy is made 
worse by near-absence of government. The 
June election gave Solidarity a massive vic- 
tory (99 seats out of 100) in the fully free 


vote for the Senate, the new upper house of 


parliament, but left the communists in 
charge through their guaranteed majority in 
the Sejm, the lower house. The result is that 
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it is not clear who can form a credible gov- 
ernment. Nor is it clear who parliament will 
elect as the new president, a powerful job de- 
signed for General Jaruzelski, the party lead- 
er, who now says he is ‘not a candidate 
(though he could yet change his mind). 
The communists and Solidarity both 
say they are prepared to back a bold restruc- 
turing of the economy, including a big shift 
towards freer markets and private enter- 
prise. That will be good for Poland over the 
years, but the first effect will be to make 





A Zum hand, but no haridiouís 


things worse—more austerity, more unem- 
ployment as loss-making factories shut or 
slim down. If Polish patience broke, social 
unrest could bring the whole reform process 
to a halt. Hence the desire for generous help 
from the West, to see Poland through to 
calmer times. In Gdansk Mr Lech Walesa, 
Solidarity's leader, reminded Mr Bush of a 
Solidarity plan suggesting $10 billion in 
debt relief and new credits for Poland over 
the next three years. 

But Mr Bush brought few gifts with him 
to Poland. His biggest offer was of $100m to 
set up a Polish-American Enterprise Fund, 
whose aim will be to support private enter- 
prise. He hoped to give $15m for environ- 
mental protection in Cracow ("A joke," 
scoffed a Polish minister from Cracow. “We 
could raise that much money ourselves.”’) 


Besides that there were some rather vague - 
promises: to urge the World Bank to go 
ahead with two project loans worth a total o 
$325m, and to press the Paris Club of credit 
tor-governments for a quick rescheduling : 
deal which would allow postponement of — 
debt-service worth some $5 billion this year. - 
Clearly, many Poles had hoped for. 
more. Why was Mr Bush so stingy? Partly be- 
cause he is not flush with money to offer at ` 
the moment. But also because of a belief that — 
just throwing money at problems does not 
solve them. Poles should know that better 
than anybody: it is wasted western loans — 
from the 1970s that have landed them in 
their present debt mess. Sensible aid from — 
the West must be aimed at helping the Poles — 
help themselves, and it must come with con- — 
ditions that prevent the money being wasted — 
as it was in the past. Designing such condi- 
tions is tricky, all the more so. 
because it is best done by west- - 
ern countries together rather - 
than individually. T 
Polish hopes now turn E 
this week's Group of Seven - 
summit in Paris. The vaguest - 
part of Mr Bush's package for | 
Poland—the pledge to push 
for a rescheduling deal with 2 
western governments—could - 
well turn out to be the most im- 
portant. Rescheduling could | 
open the way to new govern- 
ment lending. Then, when the 
various efforts of differei : 
western countries are added 
up, the Poles may have less rea- 
son to complain of capitali 
meanness. | 
Hungarians were not bod 1 
ing for much money from the 
first visit to their country by at an 
American president. So their expectations. 
of the Bush trip on July 11th-12th were low. 
As usual, Hungarian cynicism proved 
justified. — E 
Mr Bush brought to Budapest offers 
similar to those made in Warsaw, but scaled 
down to fit Hungary’s smaller size (popula 
tion 11m compared with Poland's 36m). 
Thus he proposed $25m to establish a Hun- 
garian-American Enterprise Fund, and $5m 
for the environment. Peace Corps volun 
teers would be sent to Hungary to teacl Y 
English. The president also gave a powerful 
vote of confidence in Hungary's continui g 
reforms by pledging that, once Hungary has 
passed its planned law to remove emigrata ; 
restrictions, its most-favoured-nation stat 
in trade with the United States would no. 
longer be subject to annual or even five- 
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yearly scrutiny; it would be permanent. 


The president had warm words for the 


= Hungarians, but the crowds’ reaction was 
cool. That is perhaps no bad thing. The 
Poles sometimes threaten to become too ex- 
Citable for the safety of their own reforms. 
— Hungarians face a transition every bit as del- 
. icate as Poland's. Their politics is already in 
. confusion: a Gang of Four recently replaced 
_ one-man rule at the top of the communist 
party; free elections are promised within a 
year. In the economy, attempts at privatisa- 
— tion are beginning. The iron curtain on the 
border with Austria is, literally, being dis- 
mantled (a bit of the wire was presented to 
. Mr Bush in Budapest). Hungarian cool 
. might just give change there the steadiness 
. that will be needed to make it last. 
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| Soviet Union and Eastern Europe 


The Gorbachev 
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WE can they or can’t they? With Po- 
^ | 


and accelerating towards a less than 


wholly communist next stage in its life, and 


_ Hungary not far behind, a point of theory . 


-. has suddenly become a practical question of 
Some urgency: can the Soviet Union's allies 
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FROM A SPECIAL CORRESPONDENT IN BUDAPEST 


URING President George Bush’s 


visit to Budapest he met opposition 


leaders, heard about the new Interna- 


tional Management Centre, the first busi- 
ness school in the communist world to be 
run on western lines, and launched a mu- 


tual fund for the budding Hungarian 


stockmarket. One common denominator 


-. links all these things: Mr George Soros. 


When the opposition leaders lost their 
jobs, Mr Soros helped them out. When 


_ the idea of the business school came up, it 


was Mr Soros who put up the money. 
Ditto for the mutual fund. 
Mr Soros is a mild-mannered 58-year- 


old financier, the archetype of the Ameri- 


can rags-to-riches dream. His family left 


. Budapest in 1948, fearing that anti-semi- 


tism would worsen under communist rule. 
In New York he created successful money- 


market funds. His fortune is now esti- 


mated at $300m. "After you've made a lot 


$9 &« , 
_ of money," he says, “you get more inter- 


ested in finding ways of spending it.” 

His private Soros Foundation is a 
model for western involvement in Eastern 
Europe. Before, the West encouraged gov- 
ernment-to-government ties. Today the 


Prague 1968: never again? 


in Europe opt for non-communism and get 
away with it? 

When Hungary tried in 1956, Soviet 
tanks rolled in. When Czechoslovakia’s 
Communist party tried in 1968 simply to 
give socialism a "human face"—by ending 
censorship and talking of allowing compet- 
ing political parties—not only did the Rus- 
sians roll in, but East Germans, Poles and 
others joined them. In what the West 
dubbed the Brezhnev doctrine, Russia later 


_ The private way to help Eastern Europe 


^ 


vogue is for private connections—be- 
tween businesses, churches, environmen- 
talists, students. Since its inception five 
years ago the Soros Foundation has paid 
for all sorts of things, from international 
art exchanges to independent student 
groups, on an annual budget of $3m. “If 
you spend efficiently, you can get a bigger 
impact for your money here," Mr Soros 
explains. "Three million dollars goes a 
long, long way." 

Because the Hungarian forint is not 
convertible, the foundation provides hard 
currency for imports such as medical 
equipment which the communist regime 
cannot afford. The hospitals then pay the 
foundation back in forints, which are 
used for cultural projects, buying books 
for local libraries around the country, re- 
pairing small-town churches and financ- 
ing research projects into gypsy culture in 
Transylvania or the 1956 uprising. The 
foundation has also sent hundreds of 
Hungarian academics, businessmen and 
students to the West for study. 

When the idea of an independent 
foundation was first proposed, Mr Janos 
Betlen of the Soros Foundation's commit- 





justified the action by claiming a right 
intervene 


when internal and external forces that are 
hostile to socialism try to turn the development 
of some socialist country towards the restora- 
tion of a capitalist regime, when socialism in 
that country and the socialist community as a 
whole is threatened... 


The Gorbachev doctrine on Eastern Europe 
seems quite different. Some of Mr Gorba- 
chev's men clearly wish Stalin had never in- 


tee remembers that the response was cool. 
"Ihey were suspicious, fearful that we 
were a CIA front," he recalls. But Hunga- 
ry's rulers wanted to attract western confi- 
dence, especially among Hungarian emi- 
grés who had grown rich. So a 
compromise gave the Academy of Sci- 
ences a veto over any Soros projects. 
"You can't expect me to be enthusiastic 
about these activities," says Mr Janos 
Barabas, the Central Committee's ideol- 
ogy chief. "But we must tolerate them." 

As Hungary approaches free elections, 
Mr Soros is expanding his activities into 
politics. He is helping “new democratic 
organisations", including independent 
trade unions and budding opposition 
movements such as the Free Democrats 
and the Democratic Forum. The money 
mainly goes towards buying computers, 
copying machines and other equipment. 

New Soros Foundations have been set 
up in Warsaw, Beijing and Moscow. Suc- 
cess is not assured. After the recent massa- 
cre in China, Mr Soros says he is on the 
verge of pulling out. The Polish founda- 
tion has been unable to find office space. 
But the Hungarian effort is a striking ex- 
ample of the proposition that private 
western money, intelligently used, can 
make a big contribution towards the re- 
form of communism. 
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to intervene there. That would destroy the 
goodwill Mr Gorbachev has built up 
broad, and might destroy perestroika at 
iome too. But this still leaves the question 
of how far things can go in Eastern Europe 
-without provoking a response. 
<. Farther than they could in 1968 is one 
‘obvious answer. Though Mr Gorbachev 
Sees a firmly one-party future for Russia, in 
Eastern Europe he has watched, motionless, 
as both Poland and Hungary have begun the 
process that might lead to one or both hav- 
ing a non-communist government. 
.. Pressed to define the limits of the tolera- 
C^. ble in public Mr Gorbachev has been mad- 
deningly delphic. He has long accepted that 
there is no model of socialism to be copied 
by everyone. Yet allowing his allies to select 
their own particular variations is not the 
same as saying they may give up the whole 
venture. Addressing the Council of Europe 
a on July 7th, Mr Gorbachev 
id: 





Social and political orders in one or another 
country changed in the past and may change in 
the future. But this change is the exclusive af- 
fair of the people of that country and is their 
choice. Any interference in domestic affairs 
and any attempts to restrict the sovereignty of 
states, both friends and allies or any others, are 
. itadmissible. 
‘That is the closest he has yet come in public 
to renouncing the Brezhnev doctrine. But 
he also told the same audience that attempts 
at "overcoming" socialism would. provoke 

* "confrontation". Earlier he had spoken 

bluntly of the need to recognise existing “re- 

alities" in Europe, meaning presumably the 
boundaries of his camp. | 

. [n private the Russians have been less 

coy. Poland’s communists were apparently 

told early in their discussions with Solidarity 

to do whatever deal they could, so long as 

. Russia's military lines of communication 

©  irough Poland were not affected (presum- 

"oly meaning that Poland must stay in the 

Warsaw pact) and the party retained some 

hold on power (how much of a hold is now 

the subject of delicate three-cornered nego- 

tiation). Earlier this year Mr Gorbachev is 

said to have told Hungary's Mr Karoly 

Grosz to turn westwards for economic aid 

and trade if he must, but to do it quietly, 

without the sort of counter-revolutionary 

talk that would force a reaction. 

Stern charges of “revisionism” and 
_.eounter-revolution”’ are already coming 
from the more stiff-necked East Germans, 
‘Czechs and Romanians, who watch the 
events in Hungary and Poland with disgust 
"verging on panic. In the old days the tanks 
would have rolled in long ago. Yet the re- 
forms continue, and nobody really knows 
how far they can go. The proof of the Gor- 
_bachev doctrine, if such a thing exists, has 
yet to come. 
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vented the place. The last thing they want is 
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FROM OUR AMSTERDAM CORRESPONDENT 


„J ARDLY anybody seems to have no- 
A ticed that, on his way home after 
his attention-grabbing visits to Poland 


| . and Hungary and the bicentenary-cüm-- 


summit extravaganza in Paris, President 

“Bush will be paying a courtesy call to Hol- 

~ land, on July 1 7th-18th. Who cares? Not, 
it seems, the Dutch, who are showing lit- 
tle obvious excitement at the prospect. 
But collectors of curiosities may wonder 
why no American president has ever vis- 
ited Holland before, despite more than 
200 years of close relations. 

Mr Ruud Lubbers, Holland’s care- 
taker prime minister, whose Christian 
Democratic-Liberal coalition collapsed 
in May, will presumably be happy to 


share Mr Bush's limelight, since a gen- 


| 

| 

| 

eral election looms on September 6th. 

| Recognising the delicate political situa- 

| tion in The Hague, Mr Bush has asked to 

| pass some time in Leyden, the historic 

| Dutch city whence the Pilgrim Fathers 

| set sail for the American colonies. In his 

| speech there he will no doubt talk of the 
two nations’ valuable friendship. Hol- 

| land is the third largest foreign investor 

| in the United States after Britain and Ja- 
pan, and the United States is the biggest 
investor in Holland. 

Relations between America and Hol- 
land stretch back to the early seven- 
teenth century, when Peter Minuit, the 

| director-general of the Dutch West India 
Company, bought Manhattan from the 
| native Indians for trinkets valued at 
| about 60 guilders. The deal is often de- 
| scribed as the best property transaction 
| in history (beating even Russia's sale of 
Alaska to the United States for $7.2m in 
1867). But the Dutch soon made one of 
the worst deals in history when in 1667 
they formally ceded Manhattan to the 
| English in exchange for Surinam. 


The Dutch played a decisive role in 
eae ee | | 


Ireland 


Jolly Haughey 
Sticks 


T IS so logical, which is why it is so sur- 

prising: Ireland is usually superior to 
logic. On July 12th Mr Charles Haughey, 
the leader of the largest conservative party, 
Fianna Fail, was re-elected prime minister af- 
ter agreeing to form a coalition with the 
smallest conservative party, Mr Desmond 
O'Malley's Progressive Democrats, All six 


Going Dutch, at last - 





the American revolution, selling g 
and ammunition to the rebellious. 
nialists despite a defence alliance w 
England. In her book "The First Salu 
the late Barbara Tuchman observed tha 
"Out of inherited príde in their o 
revolution to overthrow the sovereignt 
of Spain the mass of the Dutch peopl 
openly sympathised with the America 
rebellion." For Sir Joseph Yorke, 
gland's ambassador to The Hague a 
time, the Dutch flouting of treaties wa 
too much. “The Americans would hav 
had to abandon their revolution if the 
had not been aided by Dutch greed," h 
lamented. : 
So why has no Ámerican presi 
ever visited this loyal ally? The Dut 
shrug their shoulders and blame it on: 
ing a small country. The Americans 
say they don't know. It is easier to t 
of reasons why Luxembourg and. Di 
mark will now be the only EEC cou 
never visited by an American presiden 














































































of its deputies are former memb 
Fianna Fail and two are former Fia 
ministers. Their policies for fixing 
economy, the main issue in Ireland 
little from Fianna Fail’s. Why has i 
month of manoeuvring since the 
June 15th to bring the two parties: 
into government? Because it took 
for Mr Haughey to admit he had lost 
Mr Haughey went to the countr 
ing 80 (out of 166) seats, wanting a m 
and reading opinion polls that said he 
get it. He came out of the election 
deputies and a parliament that refuse 
elect him prime minister. He still calle 
mandate. His party tried to explain tha 
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- 5696 vote against Mr Haughey 
did not mean he was beaten: it 
meant that the people wanted 
a Fianna Fail minority govern- 
ment, so the opposition had a 
duty to elect Mr Haughey 
prime minister. 

— The other parties did not 
count things quite that way. 
They wanted to talk about a 
coalition. Fianna Fail insisted 
that coalitions were something 
Europeans (that is, not us) had 
invented, and had never 
worked well in Ireland. The 
other parties admitted that previous coali- 
tions had had little successs, but said that 
was because they had only been tried be- 
tween the socialist Labour party and Fine 
Gael, another conservative party. Since 
Fianna Fail, Fine Gael and the Progressive 
Democrats are all more or less right-wing 
parties, and between them control 8096 of 
the seats in parliament, a right-wing coali- 
‘ion seemed logical. 

— Fine Gael, in a show of the arrogance 
usually associated with Mr Haughey, offered 
to support him in exchange for half the seats 
in cabinet and the prime minister's job for 
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EEC regional aid 


: he EEC is becoming less of an a 
regional-aid fund. As our Brusse 


ES 

j ^HE Community's regional policy is the 
A flip side to its single-market project. 
Southern Europeans feared that their 
poorer regions would wilt under the ferocity 
ol  post-1992 competition. So they accepted 
the single market only on condition that re- 
gional aid was stepped up. 

.. When Mr Harold (now Lord) Wilson re- 
negotiated Britain’s membership of the EEC 
in 1975, he ensured that the regional fund 
was set up as a way of recycling Community 
money to Britain. The arrival of relatively 
backward Greece, Spain and Portugal led to 
an increase in the “structural funds” (the 
Community insists on using this awkward 
term to embrace three funds, one regional, 
one social and one for declining farm areas). 
The 1987 Single European Act said that 
a commitment to strengthen “economic and 
social cohesion” should run parallel to the 
single-market project. The heads of govern- 
ment in February 1988 interpreted that as 
meaning that they should double the struc- 
tural funds over five years, to reach 14.5 bil- 
lion ecus ($16 billion) in 1993—a quarter of 
the Community’s expected budget. 

— . The Community has developed a new 
policy, just six months old, for spending this 





Haughey and O'Malley in double harness 





its leader, Mr Alan Dukes, after two years. 
Mr Haughey turned instead to the Progres- 
sive Democrats. Before the previous election 
they had successfully broken from Fianna 
Fail in protest against Mr Haughey's then- 
profligate ways, and won 14 seats in 1987. 
But after that election Mr Haughey ran the 
economy rather well, and his sobriety made 
the Progressive Democrats’ complaints look 
less urgent. Their strength fell to six depu- 
ties in last month’s election, and they were 
ready to talk. 

Mr Haughey, still hesitating to admit he 
was boxed into a coalition, offered the Pro- 


The budget-buster of the 1990s? 


ricultural protection racket and more of a 


ional: i correspondent reports, spending on the 
regions is growing faster than any other area of the Co 


mmunity’s budget 


pile of cash. It is supposed to be integrated, 
carefully aimed and friendly to private-sec- 
tor ventures—all in stark contrast to the bad 
old regional policies. 

The European Commission’s research 
shows that in 1985 all of Portugal, most of 
Greece, Calabria in Italy and Andalucia and 
Extremadura in Spain had income per head 
of less than 60% of the EEC average. During 
the 1960s there was a tendency for regional 
disparities to lessen. But since the early 
1970s convergence has halted, partly thanks 
to a slowing of migration. Regional differ- 
ences in unemployment rates were two-and- 
a-half times more pronounced in 1985 than 
in 1975. 

Mr Eneko Landaburu, head of the com- 
mission's regional-policy directorate, fears 
that firms on the western and southern 
fringes of the Community may not be able 
to take advantage of 1992; local infrastruc- 
ture, such as transport and telephone sys- 
tems, is often too poor. The single market 
could induce an even greater concentration 
of industrial might in the golden triangle of 
Milan, London and Frankfurt. 

The money from Brussels is still only 
15% of total regional spending in the EEC. 
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gressive Democrats several ways of influenc- 
ing the government without actually having 
seats in the cabinet. Mr O’Malley was firm; 
two cabinet seats or no deal. Mr Haughey 
offered one. Mr O’Malley stood pat, risking 
another election. Mr Haughey blinked first. 
Mr O'Malley got his two cabinet seats. 

The new government may turn out to 
be worth the weeks of bargaining. Mr 
O'Malley badly wants speedy reform of Ire- 
land's heavy personal taxation. Mr 
Haughey's previous government admitted 
reform was needed, but was woolly on the 
timing. The coalition may get tax reform 
moving. With some readjusting of garnishes, 
the rest of the previous Fianna Fail govern- 
ment's programme is likely to survive, which 
is good news for Ireland (if hard on some of 
its welfare services). 

Recent independent forecasts for the 
next five years have said that the economy 
would grow by an average of 596 a year and 
record numbers of new jobs would be ci 
ated, with inflation peaking at under 5 
and the budget moving into surplus. Those 
forecasts are likely to be a little giddy, but 
they reflect the sort of optimism Mr 
Haughey's last government created. Why 
did he bother to call an election at all? 
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But it can make an impact on particular ar- 
eas. In Portugal, Ireland and Greece, invest- 
ment from the regional fund alone (which 
accounts for half of the structural funds) is 
now equivalent to about 3% of GDP. 

The old regional policy was little more 
than a means of shuffling cash from the 
richer to the poorer parts of the Commu- 
nity. The EEC financed spending by national 
treasuries on thousands of small projects. 
The new approach is meant to be more pur- 
poseful. The aid is now directed solely at: 
€ regions designated as "less developed" 
(most of southern Europe and Ireland) 
€ areas of industrial decline; 

@ long-term and youth unemployment; 
e declining rural areas. 
There is also an emphasis on promoting 
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“commission is considering a plan to 
revitalise the decaying waterfront of the 
River Lagan in Belfast. The EEC and the Brit- 
ish government would put in money to trig- 
ger private-sector investment in housing 
-and shopping. 
.. How is the money allocated? Instead of 
ing for cash for lots of individual 
rojects, member-governments must now 
ibmit five-year development plans for eligi- 
ble regions. To those it approves, the com- 
~~ mission commits money. The governments 
^. then provide detailed programmes showing 
~~ how the money is to be spent. In the past the 
¿commission spoke only to national govern- 
` ments, but it now insists that regional and 
- local authorities are involved too. In Britain 
it has prompted an unwilling government to 
talk to opposition-controlled municipalities 
such as Glasgow. 
It is generally not the commission's job 
i pick specific projects. But it does try to 
„~ ake sure that local schemes do not work 
against Community interests and policies. 
Thus the commission has stopped Ireland 
from undertaking projects that would in- 
crease milk production; and in Andalucia, 
which suffers from severe youth unemploy- 
ment, it has shifted the emphasis from road- 
building to training. 

Some regional planning needs to tran- 
scend national frontiers. The commission is 
working on a plan for the neglected area 
along either side of the border between 
Spain and Portugal. The EEC would build 

* roads and clean polluted rivers. Private com- 
panies, in turn, would be expected to in- 
‘crease industrial investment in the north of 

the region; in the south—where crumbling 
castles are waiting to be turned into hotels— 
it should help develop tourism. 


Wary of Delors bearing gifts 

Not everybody is convinced that the Com- 
unity will now get its regional policy right. 
au Britain, in particular, some officials still 
doubt the need for any EEC role at all. Critics 
are concerned about the powers the com- 
mission has gained. In the past a manage- 
ment committee of officials from the mem- 
ber-states vetted the aid payments; this has 
now been turned into a toothless advisory 
committee. And while each country used to 
receive a quota of the available aid, the pro- 
portions are now merely indicative. Britain 
can expect to receive about 39% of money 
going to declining industrial areas, but could 
. get less if it does not listen to the commis- 
'sion's comments on the programmes it puts 
- forward. The commission cannot force a 
member-state to amend a plan, but it can 

deny money to measures it does not like. 
The commission has also set aside up to 
. 15% of the regional fund for its own pet pri- 
 Orities. It is currently financing EEC pro- 
grammes to aid telecommunications and en- 
ergy conservation in backward regions. As 





; private-sector investment. For instance, the 


the commission’s power has grown, so has 
its manpower. Since March 1986 the staff of 
DG16, the regional directorate, has grown 
from 180 to nearly 300. 

So far the regional fund has seemed free 
of the fraud that has bedevilled the EEC’s 
spending on agriculture. A more serious 
problem is waste and incompetence. Portu- 
gal, Greece and Italy, for example, have left 
unspent some of the money given them. The 
commission says a new rule that stops 
money being carried over from one year to 


another has cut the unspent portion of the 
regional fund from 12% to 1%. Prompted 
by Britain, the commission has tightened 
controls over the regional fund: it now car- 
ries out spot checks on project sites and is 


strengthening its anti-fraud inspectorate, 


while member-states must audit and moni- 
tor the money they receive. 

DG16 is constantly scraping against DG4, 
the competition directorate, which tries to 
limit state aid to industry. While DG16 is the 
territory of a British socialist commissioner, 
Mr Bruce Millan, pG4 is under a British 
Tory, Sir Leon Brittan. Rules on the permit- 
ted levels of subsidy for different regions 
generally preserve a fragile truce between 
the two directorates. Up to 45% of an in- 
vestment in Portugal can be subsidised, but 
no more than 10% in West Germany. 

A row between the commission and 
Britain is brewing over “‘additionality’’. Un- 
der the new aid regime, EEC money must be 
additional to cash that national govern- 
ments had already agreed to spend—that is, 
EEC aid should not let governments get away 
with spending less, Britain's interpretation 





of this rule is loose i it re 



















































replace its own commitments with E 
so long as an equivalent amount of go 
ment spending ultimately benefits th 
gion concerned. This worries Mr M 
who has already warned British min 
about additionality in Northern Irela 
says that any country that tries to bre 
rules may find that EEC money is withh 

The new regional policy has not ye 
time to work, or fail. So for the m 
those who doubt its usefulness are keep 


From richer to poore 





Eligible for EEC aid: 
EN less developed regions 


quiet. But if the policy becomes tarred 
waste or fraud, the sceptics will attac 
certainly oppose any increase in spend 
The structural funds’ size has je 
until 1993, but argument over how mu 
spend after that will start soon. Some 1 
European countries, including Wes 
many, may back southern Europe a 
land in calling for more regional aid 
the backward countries' trade deficit 
northern Europe grows ever worse, t 
ternative could be calls for protection 
ance-of-payments loans from the: 
France received in 1982. 
Progress towards monetary unior 
increase this pressure. The Delors 
monetary union points out that, sin 
gle currency would deprive poorer co 
of the ability to devalue, it could 
their balance-of-payments difficultie 
Mr Jacques Delors, president of the c 
sion and architect of the regional-px C 
form, monetary union is inconceiva le 
out a big increase in EEC aid for p D 
regions. 














ment bank. Nomura is ex- 
panding its banking presence 
in Europe ahead of the post- 
1992 integrated market. 


increase from a year earlier, 
and more than three times 
bigger than in 1981. Apart 
from owning lots of American 
and other foreign stocks and 
bonds, the insurers are also 
buying up overseas property. 


The Jamaican government put | 
Air Jamaica up for sale. The 
airline has ten aircraft, and 
lots of debt. 





Swissair and America's Delta 
Air Lines agreed to take 
stakes of about 596 in each 
other. lt is the latest in a series 
of strategic moves by airlines 
marking out their global fu- 
tures by mutual share-buying. 


[n a show of confidence after 
the riots in Beijing, banks in 
Hongkong put together their, 


$230m to be raised for Asia . 
Terminals will be used to com- 
plete the modernisation of the 





world’s second-biggest._ 


ritain's B.A.T Industries. 
he £13 billion ($21 billion) 
ystile leveraged offer was 
de by Hoylake, a vehicle for 
financiers Sir James Gold- 
smith, Jacob Rothschild and 
Kerry Packer. They want to 
unbundle”’ B.A.T's original 
obacco business and to sell 
off its insurance, retailing and 
paper activities. 





erican Medical Interna- 
ional, a hospital chain, 

greed to a $3.3 billion take- 
by an investment group 
includes the Pritzker 

nily from Chicago. The 
mpany is likely to-sell some 
its overseas assets, including 
əs in several private Brit- 
hospitals. 


aiwan decided to shake up 

s antiquated state-run 
anking system by allowing 
ompetition from private 

‘s. Foreign banks will also 
offered more access to the 
land's financial markets. 


an's Nomura Securities 

| to. take a $93m stake in 
inco Santander, Spain's 
h-largest bank which owns 
he country’s leading invest- 

















eover bid was launched for 





colony's container terminal. 


Dealing with debt 


. Argentina's new Peronist 


government launched an aus- 
terity package. It includes a 
600% increase in state-con- 
trolled prices, a new exchange 


rate and rapid privatisation of 


many state industries. A cru- 
cial price-control agreement 
with industrialists has yet to 


be reached. 


Brazil resumed repayment of 
its debts to foreign creditors. 
It hopes this will persuade the 
International Monetary Fund 
to release at least $2.8 billion 
in loans. | 


Awaiting take-off 


Europe's air traffic jams are 
likely to last all summer, 
warned the Association of Eu- 
ropean Airlines. Around 20% 
of short- and medium-distance 
flights are being delayed by ` 
more than 15 minutes. Eu- 
rope's transport ministers 
have agreed to set up a $65m 


European flight-control centre 


to cut the delays. 
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| 
| 
first big syndicated loan. The 
| 
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West Germany has made a bid 
to transfer final assembly of 
the Airbus A320 airliner to 
Hamburg. The French, who 
have been putting all Airbuses 
together in Toulouse since the 
European consortium was 
formed 20 years ago, want to 
guillotine the idea. 


Making a pile 


America continues to be the 
place with the most business 
billionaires. Forbes latest an- 
nual survey of people with a 
net worth estimated at more - 
than $1 billion finds 55 in 
America, 41 in Japan and 20 
in West Germany. That works 
out at one in every 2.9m Japa- 
nese being a billionaire com- 
pared with one in every 3.3m 
West Germans and only one 
in every.4.5m Americans. 


Big Japanese life insurance 
companies owned assets total 
ling a massive $760 billion by 
the end of March 1989, ac- . 
cording to the industry's own 
association. That was a 











Abbey National transformed 





Yves Saint Laurent, the low 
end of Paris haute couture, fi- 
nally got its public offering of 
shares off the ground. This 
had been repeatedly cancelled 
because of excessive demand. 
The issue was eventually over- 
subscribed 27 times. 


itself from a building society 
to a publicly quoted company. 
Thousands of its new share- 
holders did not receive their 
share certificates in time to 
cash in on the 31p rise in the 
shares when stockmarket deal- 
ing started. - 






















Lucky escapes 


There was furore on the Chi- | 
cago Board of Trade when 

its regulators declared an 
emergency in the market's 
soyabean future's contract be- 
lieving Ferruzzi, an Italian 

foods group, was trying to cor- 
ner the market. The company 
denies any wrongdoing. 


Two Japanese supermarket 
chains, Chujitsuya and 
Inageya, escaped the clutches 
of Shuwa, a big privately 
owned property group, by 
buying shares in each other at 
a big discount. The ploy di- 
luted Shuwa's stake to a level 


at which it could no longer 
"block corporate decisions. _ 



















4€ Y HAVE never seen a good company 
"tak succumb to a hostile bid", said Sir 
James Goldsmith shortly after launching a 
very hostile £13 billion ($21 billion) bid for 
B.A.T Industries, the second-biggest takeover 
bid ever. Is he right? What makes a company 
75d or bad? And which is B.A.T? 
Sir James and two rich henchmen, the 
élegant Mr Jacob Rothschild and the Aus- 
tralian Mr Kerry Packer, believe good com- 
| panies concentrate on what they do best. By 
' this reasoning conglomerates are self-evi- 
dently bad companies, created by manage- 
ments more interested in size and deep-pile 
arpets than value. Conglomerates pay ’a 
premium to shareholders in companies they 
acquire rather than hand it over to their 
own shareholders. Their biggest gains from 
acq 
m kicking out an acquired firm's manag- 
sand eliminating waste. . 
^ Once such profit has been made, it soon 
ecomes painfully clear that the parts of a 
conglomerate are worth more separately 
than together. Consider SCM, a conglomer- 
ate that Hanson, a recognised master of 
company break-ups, bought in January 1986 
for $930m, then thought to be more than a 
fair price for a troubled company. By the 
nd of 1988 Hanson had raised $1.3 billion 
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Waiting for the barbarians 


uisitions are the one-off kind that flow. 
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by selling all SCM's businesses except its core 
one of making typewriters. That is thought 
to be worth around $5 billion now. 

t is in this sort of spirit that the trio led 
by Sir James has launched an attack as much 
on the idea of the conglomerate as on B.A.T. 
“This exercise is all about the defective ar- 
chitecture of very large companies," says Mr 
Rothschild. He should know. He built a f- 
nancial-services conglomerate in the mid- 
1980s and then dismantled it. That begs the 
question: in what way is B.A.T defective? 

The burly Mr Patrick Sheehy, a tobacco 
man who has worked for B.A.T for 39 years, 
has guided the company's strategy since 
1982, when he was made chairman. His 
brief was straightforward: thé tobacco busi- 
ness is stagnant but provides stable and 
strong cash-flow. B.A.T, the world's largest 
tobacco company (Benson & Hedges and 
Kool are two of its better known cigarettes), 
was well positioned in the market. It has a 
near-monopoly in several fast-growing mar- 
kets for cigarettes in poor countries. Mr 

Shéehy had to work out how to invest third- 
world profits in safe first-world economies. 
Like his peers at Philip Morris and R.J. 
Reynolds, he chose diversification. 

With the benefit of that infallible strate- 
gist, hindsight, it is easy to say that share- 












‘same amount. The break-up value of 






holders would have been‘be 
the tobacco companies had 
handed back their excess cash ini « 
dends. But no management likes 
ing that: it is hard to keep staff 
vated when they are just man 
declining asset. i 
Nor did Mr Sheehy fall fo 
honey-trap of synergy, unlike 
Reynolds, which bought Nabisc 

|. ing it could use its brand-ma 
skills on food just as well as on « 
rettes. Now Kohlberg; Kravis, ! 
erts, the leveraged buy-out kings 
busily unbundling that empire. 
Instead Mr Sheehy bot 
three unrelated areas—papé 
gins Teape), retailing 
Fifth Avenue) and insura 
Star-to-Farmers Group)... 
were made in the last two 1 
the whole thing lacked a lit 
But it was an honest and thoug 
attempt to build businesses, anc 
spite some past blunders B.A:T's retur 
equity is well above the average for B 
companies. The company’s earnings 
share have started to recover from sta 
tion between 1984 and 1987. E 
Then along comes Sir James with 
fact that wreaks havoc with the logic be 
this diversification strategy. Over the 
ten years B.A.T has spent £7 billion on a 
sitions. At the end of last year, bef 
speculation boosted the value of its: 
its market capitalisation was rougt 























































































at least £16 billion, probably closer t« 
billion. This steep discount reflects wh: 
bidders see as B.A.T's basic flaw: “The 
glomerate that has been created mak 
managerial sense," says their offer. 
ment. The way the market puts it is that 
Sheehy and his colleagues are wort 
than nothing to their company. - 
Much the same charges could be 
the door of high-flying Hanson. lt, 
trades at a steep discount to its net 
value, which Drexel Burnham Lam 
culated to be between £14.6 billi 
£16.6 billion compared to a market: 
ization of £7.9 billion just before: 
£3.5 billion bid for Consolida 
Fields in late June. Sir James decit 
accept Lord Hanson's long-standing 
send a car round to pick up anyone 
fered enough money for his comp: 
The bidders have a tough batti 
They are offering B.A.T shareholders a m 
£6.5 billion in secured-loan notes; $6.: 
lion in increasing-rate notes (othe 
known as junk); and £2.6 billion o 








ck exchangeable into shares in 
ir bidding vehicle. Without any 
dy cash, a less formidable team 
ing such a bid would be dismissed 
hout a second thought. 
-With grotesque amounts of cash 
asing big deals, finding a cash alter- 
e should not be a problem. Con- 
g the Bank of England that the result 
not be too highly geared might be 
. B.A.T will be good at seeking estab- 
ient protection: its non-executive direc- 
s include Lord Armstrong, a former cabi- 
secretary, and Sir Michael Palliser, 
mer head of the Foreign Office. The bid- 
trio, by comparison, are City outsiders. 
tever the outcome, few of Britain’s big 
panies—good or bad—will be able any 
to feel immune from hostile bids. 
ie intriguing question is whether An- 
xon habits like takeovers are going to 
id to more peaceful parts of the world. 
bids are still almost unheard of in 
Jermany and Japan, where banks’ 
; ldings in companies make them dif- 
Sir James suspects that this may 
Most of the companies that have 
raided in America and Britain, he says, 
so old they were "rotting away" while 
ir West German and Japanese rivals were 
invigorated by bombing". 
' Nearly 45 years later the reinvigoration 
Showing few signs of wearing thin. Lack of 
pressure from financial markets gives West 
'rman and Japanese companies the free- 
| to pursue long-term strategies and to 
incentrate on making better products at a 
wet cost. Partly as a result, their share of 
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Paris summit 


heads of government and the fi- 
ce and foreign ministers of the seven 
t industrial economies were due to 
in Paris for the weekend of July 14th- 
for their 15th "economic" summit. In 
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economics gets a look in 

































world markets continues to grow while that 
of their Anglo-Saxon rivals shrinks. 

The Japanese see little reason to change 
the way their system works, though they 
may be setting a time bomb for themselves 
with the torrent of convertible bonds now 
being issued so complacently. In Europe, the 
advent of the single market may force West 
Germany to adopt some foreign financial 
customs. Bankers and consultants are con- 


vincing themselves they can see signs that - 


West Germany too will eventually succumb 
to the urge to restructure, though not too 
many West German industrialists are ready 
to believe it. Either way, Sir James by then 
will have won or lost B.A.T and it will be up 
to a younger Visigoth to take up the cudgels. 










most previous summits more time was spent 
talking politics, terrorism or arms control, 
say, than about the world economy. This 
year, greenery rather than the greenback 
was expected to top the agenda. 

Only a few weeks before the summit a 
surge in the dollar and consequent rifts 
among western trading partners on ex- 
change-rate management looked like spoil- 
ing the party in Paris. In the nick of time, the 
dollar conveniently slipped back below 
DM1.90 and ¥140, generally believed to be 
the upper limits under the Louvre accord to 
stabilise exchange rates agreed in 1987 by 
the finance ministers and central bankers of 
the seven countries now meeting in Paris. So 
the seven leaders can now cheerfully indulge 
in much mutual back-slapping at their suc- 
cess in sustaining—even if only briefly— 


 norncinflationary growth. 


America's current-account deficit could 
yet put that achievement at risk. The grandi- 
ose plans for economic policy co-ordination 


“to reduce glob; 












al imbalances reached at the 
Tokyo summit in 1986 and Venice's in 1987 
seem to have come to naught while most 
economists reckon that, on current ex- 
change rates, America’s trade deficit will 
start to worsen again next year. This, in 
turn, will fuel protectionism in America. 

Though it is true that the liberalisation 
of international capital markets allows cur- 
rent-account deficits to be financed on a big- 
ger scale and over longer periods than ever 
before, this does not eliminate the fear that 
if America's deficit continues to loom large, 
investors will eventually lose their appetite 
for dollars, sending the currency into a free 
fall and dragging the world economy with it. 
Mr Fred Bergsten, director of the Institute 
for International Economics in Washington, 
has argued that the goal of this summit 
should have been a Plaza Two—-a renewed 
international effort to reduce imbalances by 
pushing the dollar lower and bringing fiscal 
policies into line (summitspeak for cuttir 
America's budget deficit). — ; 

In contrast to the growing “purchasing- 
power parity" school, which claims that the 
dollar should rise not fall, Mr Bergsten sug- 
gests the dollar needs to settle at Y100 and 
DM1.50 to eliminate America’s current-ac- 
count deficit. He maintains that movements 
in exchange rates do produce adjustments in 
trade balances: although America's deficit is 
today not much smaller than at its peak, it is 
a lot smaller than it would be if the dollar 
had stayed at its 1985 peak. 

If, as is likely, the summit produces few, 
tangible results, everybody will again ques- 
tion whether the annual jamboree is really 
worth holding for anything more than the 
pictures. Yet if leaders really did make snap 
decisions on the basis of just a few hours' 
chat, they might later regret it. As one Brit- 
ish official put it in Toronto last year, the 
main purpose of summits is to put the 
“oomph” behind negotiations. going c= 
elsewhere, such as within GATT. The Brai 


plan to reduce third-world debt and the 


Uruguay round of trade liberalisation could. — 
use a good dose of Parisian oomph. | 





Thomson 


Battling on 


PARIS 


AS months of suspense, Mr Alain 
Gomez has been given another three 
years to pursue his bold strategy of pitting 
Thomson, France’s state-owned electronics 
giant, against Japanese and American com- 
petitors in consumer-electronics and chip 
markets that many other European compa- 
nies have already quit. With 1988 sales of 
FFr75 billion ($12.6 billion), Thomson is 
not just a big defence company, but also the 
world’s fourth-biggest maker of television 
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sharp rise in inflation and interest 
ates in Britain has renewed the de- 
ate about how best to conduct monetary 
icy. Since the government has rejected 
ull EMS membership for the moment, 
hich would have passed the counter-in- 
ationary buck to the West German 
undesbank, the search is on for the per- 
easure of money. 
ir Stephen Hannah, head of research 
at NatWest” Capital Markets, has long 
ES been « one of the City of London's biggest 
fan's of Mo (the narrowest measure, which 
onsist$ mainly of notes and coins and is 
also favoured by the British Trea- 
sury). Critics of Mo say that it sim- 
ply mirrors changes in demand and 
so does not provide any advance 
warnings. But Mr Hannah pro- 
: poses a new way of using Mo which 
he claims would have signalled pre- 
vious inflationary pressures. 

His work is based on the P-star 
method for forecasting inflation de- 
veloped by America's Federal Re- 
serve. Although this is still at an ex- 
perimental stage, it is thought to 
have influenced the Fed's recent 
decision to lower interest rates. _ 

In fact P-star is based on an old 

» theory, dating back to the quantity 
equation developed by Irving 
. Fisher in 1920: Mxv-PxY. This says 
^ that the money stock, M, multiplied 
by its velocity of circulation, v (the 
number of times it changes hands), 
equals the total value of transac- 
. tions (ie, the product of real out- 
put, Y, and the price index, P). 
Tf velocity is constant or changes in a 
. predictable way, and if in the long run real 
. output grows at a steady rate, then the 
equation can be rearranged: P*=MxV* + 
Y*. The expected level of prices in the 
= | long run—p-star (usually denoted as P*)— 
will be determined by the stock of money 
— multiplied by its velocity, then divided by 
the equilibrium level of output. 
^ Pstar has litle meaning by itself, ay its 
relationship to actual prices is crucial. If 
he actual price level is below the equilib- 
um price level, the inflation rate will ac- 
T" celerate. If the actual price level is higher, 
~ inflation will fall. 
^- An important implication of this is 
: that itis stocks rather than flows that mat- 
r: à slowdown in monetary growth will 
be sufficient to cut inflation if, be- 
f rapid growth in the past, the 
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Britain's GDP deflator — 
% increase on a year earlier : 


Source: NatWest Capital Markets 





s have UE been searching for the holy gan ean accurate 
ich to forecast inflation and ju 
olicy is sufficiently tight. Some think they have found it 


ge whether mone- 





stock of money is still excessive in relation 
to transactions. The glacier of liquidity 
could still melt into higher prices. 

In the United States the Fed based its 
P-star model on M2, a broad measure of 
money. Over the past few decades this 
seems to provide an accurate forecast of 
inflation. For Britain, Mr Hannah has fo- 
cused on Mo instead because, he claims, it 
has a more stable velocity of circulation 
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than any of the broad measures. 

Mr Hannah has estimated r-star for Mo 
since 1961 making two potentially conten- 
tious assumptions. First, that the underly- 
ing rate of growth in output is constant at 
24%4%—the average for the period. Sec- 
ond, since there seems to have been a 
break in the trend of velocity after 1974, 
he uses a trend rate of increase of 396 a 
year until 1973 and 41496 thereafter. 

The chart plots the ratio of p-star to 
the actual price level and the inflation 
rate, as measured by the Gpp deflator. Pol- 
icy makers need to keep an eye on two 
things. First, movements in the P-star ra- 
tio signal whether inflation is expected to 
rise or fall. But even a ratio of one—ie, 
actual inflation is identical to equilibrium 
inflation—does not guarantee control of 
inflation. For if monetary growth is too 
rapid, the equilibrium rate at which infla- 
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vance warning of a "hide 
chart shows that the P-star ratio. 
greater than unity in the early 
vee of the take-off in infla 
early as 1972) and the late 1970s. I 
fell below one in 1980, signalling 
sharp deflation which broader measur 
like M3 failed to pick up. More recently t 
ratio would have set alarm bells ringin 
late 1986 when it moved above one. 
The growth of wo has slowed sharply i 
the past six months, from which the Tr 
sury concludes that interest rat 
go] are high enough. But, says Mr Ha 
nah, the P-star rate is still well abo 
one because of the past couple o 
years of excess growth. And apart 

















































in the past 30 years been a big fall 
inflation without the ratio dippi 
5| below one. Even if the growth of! 
of slowed from 6.2% in the year 
May to, say, 496, the formula s 
implies an equilibrium inflation 
rate of 696. Mr Hannah conclude: 
that to bring Britain's inflation 
down, the government may need to 
tighten the monetary reins. 

The p-star method looks impr 
sive as a predictor of inflatioi 
Britain. The snag is that the calc 
tions are highly sensitive to th 
sumptions for velocity and under 


growth in either suddenly chang 
without warning, P-star would gi 
misleading signals. For example, if, 
some claim, the Thatcher revolution h 
lifted Britain's trend rate of growth in 
1980s, then Mr Hannah's estimate of 
star is too high and this will exaggerate | 
flationary pressures. | 

Also, nobody has yet tried P«star i 
other, broader measures of money it 
ain. Another might give a better fi 
an earlier warning. Mo has few friend 
the City because it includes only n 
and coins. Individuals and firms surel 
just their cash holdings to changes ir 
own spending, not vice versa. Mr Han 
accepts Mo's poor pedigree, but argu 
that its forecasting track record is t 
good to miss. Perhaps, but just becau 
there is a correlation between the numt 


births, it does not mean one will always b 
a good predictor of the other. 
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Gomez, coeur de lion 


and video-recorders. 

France’s triannual job review for state 
bosses is a mid-summer ritual with lots of 
scope for score-settling and favouritism. 
This year the Socialist government opted for 
stability and few state-industry heads rolled. 
But Mr Gomez’s sigh of relief at his recon- 
firmation was probably the loudest. Not 
only is he the longest serving public-sector 
boss, but also one of the most controversial. 


Carrots for Euroco 


BRUSSELS 


FEW years hence, it may be com- 

monplace for European companies 
to incorporate under EEC rather than na- 
tional law. On July 12th, the European 
Commission unveiled revamped propos- 
als for a European company statute, sug- 
aring the bitter pill of worker participa- 
tion with attractive tax clauses. The 
proposals would let any company, 
whether of European origin or not, 
adopt the statute for all its EEC 
businesses. 

The statute should slash the legal red 
tape entangling many cross-border busi- 
nesses, and make joint ventures and 
mergers easier. Yet few firms have shown 
much enthusiasm for the idea. This may 
change when they consider the tax provi- 
sions. These let losses in one country be 
written off against profit in another. 

The worker-participation clauses of 
the proposed statute, which had made 
many firms (and Mrs Thatcher) hostile, 
have been watered down. A company in- 
corporated under the law will have to 
choose one of three systems: worker rep- 
resentatives on the supervisory board, a 








Since arriving at Thomson in February 
1982, he has shaken up the company and 
turned a FFr2.2 billion loss into a 1988 
profit of FFr2.4 billion. He has trodden on 
many toes doing it. 

Seven years ago Thomson was in all 
sorts of businesses, from postal sorting to 
medical equipment. Mr Gomez got out of 
those in which he thought Thomson had no 
chance of being in the big league. Sales and 


separate workers’ representative com- 
mittee, or any other procedure agreed by 
management and unions. A government 
is free to strike options it does not like off 
the menu available in its country. If man- 
agers and workers cannot agree which 
option to choose, the managers’ wish 
prevails. The minimum content of all op- 
tions is limited to the right of workers to 
receive information and to be consulted 
on important decisions; managers retain 
the right to take the decisions. 

Britain alone had opposed the statute 
vehemently, but now describes the latest 
version as a step in the right direction. 
Nevertheless the commission has armed 
itself against any efforts by Britain to 
block the measure. It is proposing the 
statute in a form that requires the Coun- 
cil of Ministers to approve it on a major- 
ity vote. Hitherto workers-rights matters 
have needed a unanimous vote to pass. 
Although some countries are worried 
about the tax implications, majority-vot- 
ing makes it quite likely that the Euro- 
pean company statute, first dreamt of in 


1970, will become law in 1990. 


acquisitions totalling FFr50 billion have left 
the company looking more like a biped than 
an octopus. Thomson Consumer Electron- 
ics (TCE) accounts for 45% of group turn- 
over, Thomson-csr (defence) for 43%. 

Consumer electronics is the weaker 
business. In 1987, Mr Gomez traded Gen- 
eral Electric-RCA's televisions for Thom- 
son's medical equipment and $600m. Yet 
TCE lost FFr200m last year on turnover of 
FFr34 billion. Thomson predicts it will 
break even this year. Critics complain about 
sluggish technical improvements, despite 
collaboration with Philips and Bosch on Eu- 
rope's high-definition television. 

Thomson believes it can weather dwin- 
dling defence sales. One-third of these are in 
the Middle East, where orders have 
slumped. Two-fifths come from the French 
government, which has just slowed the 
growth of defence spending. Expecting a 
2096 drop in orders, Thomson decided two 
years ago to cut 9,000 defence jobs by 199 

Thomson is determined to play a grow- 
ing part in the shake-out in Europe's de- 
fence industry. With FFr16 billion in capi- 
tal, no long-term debt and FFr6 billion in 
cash, it has plenty of borrowing-power for 
big takeovers, joint ventures, or alliances. 
Earlier this year Thomson was rumoured, 
wrongly, to be a white knight for Plessey, the 
embattled British defence-electronics group 
fighting off a bid from its compatriot GEC in 
partnership with West Gemany's Siemens. 

Thomson-csF has two subsidiaries, both 
controversial, in banking and microchips., 
Many French industrial groups own non-de- 
posit-taking banks, which let them do finan- 
cial operations not permitted to industrial 
firms themselves. Part of its work is inge- 
nious financing of the arms trade. But the 
bank has had its troubles. It lent FFr400m to 
an unsound French-registered Saudi bank 
having, according to a report by the govern- 
ment auditing agency, mistaken it for - 
sound bank with a similar name. Thoms 
was also said to have helped finance a failed 
raid earlier this year on Société Générale, 
one of France's four biggest banks. Despite 
such missteps, Thomson's banking opera- 
tions pulled in a healthy FFr800m in profit. 

Mr Gomez has also boldly decided to ex- 
pand the company's stake in microchips, al- 
ready dominated by Japanese and American 
companies. In 1987 he hitched Thomson's 
microchip operation with that of Italy's scs- 
Microeletronica. The new company, Thom- 
son-SGS, is owned 50-50 by Thomson-csr 
and by a subsidiary of the Italian state hold- 
ing company, IRI. Loss-making at the start, it 
reported a small pre-tax profit last year. The 
firm bought Inmos, a British chipmaker, 


. from Thorn-EMI and is a partner with Philips 


and Siemens in an EEC-supported microchip 
research programme. Ambitiously, it is aim- 
ing at 5% of the $60 billion world chip mar- 
ket. It has just 2.5%. 


Some argue that Thomson should think 
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of another business to grow big in. But the 
French champion seems determined to stay 
part of Europe’s challenge to Japan’s semi- 
conductor dominance just as much as it is a 
barrier to Japan’s floodtide of televisions 
and video-recorders. 





Coca-Cola 


Foreign fizz 


ATLANTA 


OSSES at One Coca-Cola Plaza in At- 
lanta are no longer content to treat 
their overseas operations with benign: ne- 
glect. Coca-Cola, whose main product has 
become a symbol of American culture 
round the world, now gets four-fifths of its 
profit from abroad. Where established links 
with local partners keep those earnings ris- 
( rapidly, Coke's top managers will stick 
the traditional arrangement: Coke pro- 
vides the syrup and the advertising jingle, 
while franchise-holders bottle and distribute 
the pitch-black fizzy drink, subject to stern 
quality rules. But nowadays, when a foreign 
bottler fails to advance fast enough, the men 
from Atlanta intervene. 

Coke’s new attitude has come as a shock 
for many bottlers outside America. For most 
of its 103-year history, Coke has opted for 
low debt and a high dividend pay-out by 
steering clear of the heavy capital invest- 
ment needed for bottling and distribution 
*operations. But with the potential now vast 
for Coke overseas, compared with a near- 
saturated market in America, the strategy of 
the world's most famous "global" company 
increasingly varies from region to region, 
even country to country. 

Bottlers in Western Europe are feeling 
the heat most. Mr John Georgas, the At- 
lanta-based vice-president responsible for 

ke's international soft-drinks business, is 
uccermined to streamline the company's Eu- 
ropean operations by 1992, when most EEC 


Another devoted customer 
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trade barriers are supposed to disappear. 

In Britain sales have doubled since the 
mid-1980s when Coke replaced both Bee- 
cham, which held the bottling franchise for 
northern Britain, and Grand Metropolitan, 
the franchise-holder in the south, with a 
bottling operation owned 49% by itself and 
5196 by Cadbury Schweppes, previously the 
British bottler for Coke's arch-rival, Pepsi. 
Coke will soon announce that it has bought 
out the franchise of Pernod Ricard, its main 
bottler in France for 40 years. In West Ger- 
many the company is trying, through merg- 
ers mostly, to consolidate its 120 bottlers 
into 16-18 groups; it has already halved their 
number to 63. In the Benelux countries, it is 
establishing joint ventures. 

Coca-Cola remains reluctant to ques- 
tion the old, strict demarcation line between 
itself and bottlers in some key markets. The 
classic case is Japan, where Coke's success in 
insinuating itself into a notoriously un- 
friendly distribution network is the envy of 
other American companies. How did Coke 
do it? The company first entered Japan dur- 
ing the American occupation to fulfil a war- 
time pledge to make Coke available to every 
American in uniform "wherever he is and 
whatever the cost”. Unable to repatriate its 
yen earnings, it invested locally. It then par- 
layed this edge into a permanent presence 
by selecting as its bottlers a dozen of Japan's 
biggest food and trading companies, includ- 
ing Mitsui, Mitsubishi, Kirin and 
Kikkoman. Coke is that rarity, an interna- 
tional product that is sometimes cheaper in 
Japan than in America. 

For Coke, however, the biggest oppor- 
tunities are now not in rich countries but 
poor ones. In such places, markets are so dif- 
ferent, and sometimes so difficult to pene- 
trate, that the company has had to be un- 
characteristically opportunistic to break in. 
Coke has successfully re-entered several 
Arab countries—Egypt, Kuwait, Saudi Ara- 
bia and the United Arab Emirates—without 
compromising its ties with Israel. In Africa it 
has had to shift operations out of white 
South Africa into Swaziland, 
in order to placate black cus- 
tomers everywhere. In the 
Asian-Pacific market, which 
includes Canada and produces 
more profit than the United 
States, Coke is willing to strike 
almost any deal to win market 
share: award the bottling fran- 
chise to the government 
(China), take an equity stake 
in the bottler (Indonesia), or 
act as manager for the bottler 
(the Philippines, where Coke 
claims to have reversed a two- 
to-one Pepsi lead). 

Despite its new flexibility, 
there is one price that Coke 
will never pay to get into any 
market: the secret formula for 
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the syrup that makes Coke the world's 
favourite soft drink. When the Indian gov- 
ernment demanded a decade ago that it be 
told the secrets of the elixir, Coke left ie 
country rather than comply. 3 
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Pollution in Taiwan 


Filthy rich 1 


TAIPEI 


TAIWAN is choking itself 3 to 
death. The world's 14th-le 
trading nation is also poison 
ing itself at a furious rate. Last 


week in the industrial centre of 
Hsinchu the "Pollution Stan- 


dard Index” was 200. On a bad 
day smog-ridden Los Angeles 
rates less than 100. Similar readings to Hsin- 
chu's can be taken almost anywhere in Tai- 
wan, at almost any time. More than 60 miles . 
of the island's rivers are officially reckoned 
to be heavily polluted. Parts of the landscape 
are léached with cadmium, chromium, zir s 
and other industrial toxins. Only 3.396 of 
the population is served by a sewage system. 
Living among such filth is turning Tai i- 
wan’s hard-working citizens against big bus ps 
ness. For two years the state-owned Chinese e 
Petroleum Corporation has been trying t 
build Taiwan's fifth naptha cracker; and tl k: 
private-sector Formosa Plastics, the sixth. 
Both plants have been blocked by environ: 
mentalists. Formosa Plastics has alr 
spent at least one-sixth of the NT$60 bilion n 
($2.3 billion) cost of the cracker and its a 
ciated petrochemical complex. 
Some of Taiwan's enterprising c od 9l 
strators may be as interested in extortion 
in the environment—a trick the Jape Js 
learned long ago. Last October, the gove: 5 : 
ment ended a siege of a polluting petro- 
chemical complex in southern Taiwan by 
paying 21 local villages compensation of 
NT$1.27 billion. This set a precedent. In 
February, 200 fish farmers in the big sout! 4 
ern port of Kaohsiung marched agin th 
state oil company, demanding NT$7 billi 
compensation for polluted water. E 
These people do have plenty to com 
plain about. Throughout Asia enviro nen- 
tal safeguards either do not exist or are dis 
regarded in the pursuit of developmen: ent 
Bangkok, Beijing and Manila all have smog 
problems rivalling Taipei’s; the sea lappi ping 
Hongkong is at times so toxic it kills fi 
Taiwan merely reflects Asia's problems a 
their worst. In the past 40 years the popula 
tion has grown from 7m to 20m. In 195 
there were fewer than 6,000 factories in Tai- 
wan. Today there are almost 90,000; and the 
fastest increase has been in pollution-prone 
industries such as plastics, chemicals, pesti- 
cides and leather tanning. k 
With average annual incomes of more 
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in $6,000 a head now, Taiwanese are on a 
onsumer binge. The island’s 20m people al- 
eady have 2m cars and lorries and 7m mo- 
orcycles. In the past 22 months alone, the 
otal number of vehicles has risen by 2m, all 
elching still more poison into the air. Some 
aiwanese say that economic growth has left 
heir country so polluted they may riot live 
ong enough to enjoy their new prosperity. 
jreen . issues. will be prominent on the 
genda in parliamentary and local elections 
ue in December. | 
The government's answer to the grow- 
environmental tide is to promise money 
1 regulation. Young regulators at the 
ronmental Protection Administration 
pian strict pollution controls, to be en- 
d both by fines and by embarrassing 
icity. Between now and 2000, Taiwan is 
nvest $33 billion in pollution control 
| industrial-waste disposal. Between July 
88 and June 1990 some $355m will have 
“spent to control air pollution; $1.12 
n to check water pollution; and $1.2 
n in solid-waste disposal. Foreign com- 
ties, especially American ones, are being 
ed a big commercial opportunity to 
Taiwan clean up its act. 

Some of Taiwan's industrialists are un- 
appy about the new enthusiasms. Mr Win- 
n Wang, who is the son of Formosa Plas- 
* founder and in charge of the group's 
anti-pollution measures, accuses the EPA of 
being amateurish. He says the agency should 
not draw up its own standards but simply 
imitate those adopted by America's EPA. 
hat would suit his company, says Mr 
ang, because it has learnt to meet Ameri- 
can standards at its 14 plants in the United 
States, afid has spent $500m in Taiwan over 
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'NDIAN businessmen are going crack- 
ers over petrochemical plants. They 
ve bombarded the government with 
ipplications to build 2.7 million tonnes of 
ew ethylene production capacity, which 
vill cost some $5 billion. Another $5 bil- 
ion will be needed to convert the ethyl- 
ne into plastics, fibres and detergents. By 
ndian standards, this is big business. In- 
dian entrepreneurs usually find it tricky to 
raise even $100m. 

Why the rush into such a capital-inten- 
ive industry? Half the answer is that pet- 
ochemical sales are booming. But pres- 
ge also counts: a petrochemical plant is 
ne of the few projects that can put an In- 
dian businessman into the billion-dollar 
league. Last year Mr Dhirubhai Ambani 
sought $500m from investors for a petro- 
hemical venture and received subscrip- 
tions for over twice that sum. | 
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Germany's Linde has been cleared to 


























the past five years on pollution control. 

Whatever methods the EPA adopts, its 
biggest problem will not be getting big com- 
panies such as Formosa Plastics to co-oper- 
ate, but policing the country's horde of 
small manufacturers. Well over 9096 of Tai- 
wan's businesses are small concerns with 
neither the money nor the desire to invest 
heavily in pollution controls. If they simply 
refuse to play ball with the EPA— which is 
asking them to report their own pollution 
levels—will the EPA's young zealots have the 
authority to bring them to heel? Even if they 
do, the already belching industry of main- 
land China will doubtless soon make even 
Taiwan's pollution look negligible. 
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In India nobody can build a new fac- 
tory without government blessing, which 
can take years of lobbying to secure. Until 


the early 1980s industrial licences were is- 


sued sparingly, which sheltered markets | 
and guaranteed some easy profits. Mr 


Rajiv Gandhi, India's prime minister, has 


liberalised the licence system, leading to 
overinvestment and gluts in industries - 
where businessmen did not realise that 
easy, sheltered profits would disappear. » 
The signs are that petrochemicals are 
going that way, but this does not seem to 
worry Mr Ambani and others. The Tata 
and Birla groups, two of India’s biggest 
companies, have contracts with India’s 
public sector to build oil refineries at. 
Karnal, in the north, and Mangalore, in- 
the south. They plan to build petrochemi- 
cals plants at both locations too. West 


to export markets? Probably nor... 


| built, the domestic market is likely to loo 


in many applications. And, yes, 


-prices for p 


the first time in six years. — — 


fortress 


E 1980s have seen an historic expan- 
sion in direct investment by rich coun- 
tries in each other’s economies. That should 
be terrific news. Not many economic trends 
are as unambiguously beneficial to every 
country and every group—investors, con- 
sumers and employees—as the increased 
flow of capital to wherever it can be put to 
most efficient use. — or 
Alas, few see it this way. A more popu- 
list view almost everywhere in the developed 
world depicts foreign investors as rapacious 
bogeymen intent on driving domestic com- 








build a vast ethylene cracker at Madras, 
which will supposedly export its entire 
output. Can an India-based plant really . 
compete internationally by exp. y 
transporting raw materials from t f 
es 






and then shipping ethylene long distanc 













If all the new capacity applied for is 
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overstuffed. True, India's stronger econ N 


 sumers of the plastics which are rapidly re- 


placing wood, aluminium, jute and paper 
many: | world pet- 
rochemical prices are. twice as high as in 
1987, while India's steep import duties 
tition. But even oi tic industry fore- | 
casts suggest that India’s domestic de- 
mand for ethyle: ll reach only 1.4m 
the new capacity planı 
lastic, in which much 
p, have recently begun to fall for 
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Whichever way you colour it, the Black 
Country's a great place to live —and to build. 








The area's vibrant with enterprise. The £8 
million Midland Road housing project — 
backed by a City Grant — has risen from the 
ashes of the Victoria Ironworks. A classic 
example of the success of new housing in 
inner city regeneration. 





It's a dynamic, colourful development 









of 229  Victorian-style homes, with 
energy-efficient interiors and safe, off-road 
play areas in 19 landscaped acres. Bustling 
with life. 





That's just one of the ways we're replacing 
the dereliction of the past with 
developments for the future. 












If you're interested in our continuing 
development and investment oppor- 
tunities, return the coupon. Because around 





here, things only look black ... when you're 
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looking back. 


Send to: Black Country Development Corporation, Black Country House, Rounds Green Road, Oldbury, West Midlands B69 2DG, England. Tel: 021-511 2000. Fax: 021-544 5710. 
Colour my judgement — please send me a copy of your 1989 Report & Accounts, plus details of development opportunities 
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The first steps you should take to start doing 
business in Australia. 


If you’re thinking of doing business 
in Australia, the Commonwealth Bank 
will be able to give youa knowledgeable 
introduction to Australia’s complex 
marketplace. 

Our network of over 1250 branches 


covers the whole of Australia and key ^ youstepintothe Australian market, step 
financial centres of the world. into the Commonwealth Bank. 
Putting us in the best position to 


provide expert advice on investments, COMMONWEALTH BANK 
markets and opportunities. OF AUSTRALIA. 


All of which suggests that before Australia's leading bank. 


Sydney (Head Office), Tel 61(2)227 711. London, Tel 44 (16000822. Frankfurt, Tel 49(69)290166. New York, Tel 1(212)8489200. Chicago, 
Tel 1(312)8761200. Los Angeles, Tel 1(213)689 4702. Tokyo, Tel 81(3)213 7311. Singapore. Tel 65(994 4877 Hane Kann Tal QRO E 001060 


































































Bolshoi bang 


USSIA’S foreign trade is in the mid- 
dle of a mini-revolution. Before Mr 
Gorbachev came along, a few dozen spe- 
cialist foreign-trade organisations (FTOs) 
had a near-monopoly of imports and ex- 
ports. In 1987 cautious decentralisation 
started: trading rights were given to 70 
large factories and 20 ministries. Now cau- 
tion has been abandoned. Since April all 
Soviet enterprises “which are competitive 
on foreign markets” can apply to register 
for independent trading rights. Already, 
5.000 have been registered. The number 
is expected soon to reach 6,000, which of- 
ficials say will be the limit for this year. 

So far the revolution remains mainly 
on paper. Registration is not the same as 
trading, and the new trading rights are re- 
stricted: firms must cover hard-currency 
imports with exports and—the catch that 
Soviet managers complain about most— 
they can sell only their own products and 
buy only for their own use. The old Fros 
will still monopolise trade in bulk com- 
modities, such as fuels and other raw ma- 
terials, which account for at least 8096 of 
Soviet exports to the West. Still, the de- 
centralisation is a big step in the direction 


should have made it an unattractive target 
for foreign buyers of manufacturing busi- 
enesses. And foreigners increased their assets 
in America by 1696 a year between 1983 and 
1985 despite a surge in the value of the dol- 
lar which automatically boosted the cost of 
American assets to any foreigner buyer. 
Distorting the capital flows, and driving 
many investment decisions, is fear of protec- 
tionism—overt or covert. Europe bashes in- 
ward investors with local-content rules and 
‘dumping actions. Americans, whose 
-.npanies have invested the most abroad, 
are growing openly hostile to foreign inves- 
tors. A recent poll indicated that 85% of 
Americans think that purchases by foreign- 
ers of American companies and property 
should be restricted. Mr John Bryant, a 
Democratic congressman from Texas, has 
been trying to push just such a bill into law. 
Inflaming fears of increased foreign in- 
vestment in both America and Europe is the 
surge of Japanese money going into factories 
and property. Japanese companies have a 
long way to go if they are to catch up with 
their multinational rivals in other coun- 
tries—in 1987 they produced only 3.296 of 
their output outside Japan, compared to 
2096 for American firms. The Japanese hope 
to increase this proportion to 1096 by the 
early 1990s. To achieve this they invested 
$47 billion abroad in fiscal 1988, up from 
around $8 billion a year in the early 1980s. 


At the moment Europe is providing 
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westerners have for years been urging on 
the Russians. 

Not that it delights old Russia-traders 
in the West. For them, it was convenient 
to deal with just one or two big, Moscow- 
based buyers for the entire Soviet market. 
Now there are many more contacts to be 
made, lots of inexperienced Russians to 
deal with—and great confusion over who 
is responsible for what. The decentral- 
isation creates opportunities for western 
newcomers to break into the Soviet mar- 
ket, but, understandably, firms are baffled 
about where to begin. 

Help of sorts is coming. The Ministry 
of Foreign Economic Relations is to pub- 
lish shortly a list of enterprises with for- 
eign-trade rights, complete with ad- 
dresses, telephone numbers and a guide to 
the products they can import and ex- 
port*. The first volume, with 500 entries, 
will be followed each month by others, 
paid for partly by advertising from Soviet 
and western firms. Once the listing is 
complete, it will be updated annually. 


This is a welcome extension of glasnost - 


into foreign trade, but it needs to go a lot 
further. Would-be western trading part- 


most of the squabbles about rules of origin, 
because of fears that European companies 
will be swamped by foreign competition 
when the EEC's internal trade barriers come 
down after 1992. The EEC has already ruled 
that Ricoh photocopiers assembled in Cali- 
fornia are really Japanese. What will it rule 
on Honda and Toyota cars with American 
local content as high as 75%? 

But Europe is not alone. It is probably 
only a matter of time before Taiwan makes a 
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ners will want more information—num- | 
bers of employees, size of annual sales, || 
names of contacts, for instance—than is - 
given in the register. An index by type of || 
business, not just by name and status of || 
enterprise, is needed. Still, the new regis- || 
ter is a sign that the Russians are at last | 
understanding the need for decent in- 


formation to do decent business. 


*“State register of participants in the foreign eco- 
nomic relations of the USSR”, available for 25 rou- 
bles or $40 per volume from Mezhdunarodnaya 
Kniga, ul. Dimitrova d.39, 113095 Moscow (fax: 230 
2117) 
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fuss about the 20,000 American-made 
which Toyota sells on the island each year to 
get around Taiwanese quotas on car imports 
from Japan. COMM 
Efforts at GATT to untangle such restric- 
tions are running into a wall of opposition. 
Many big companies, who should favour 
fewer barriers and clearer rules, fear that 
multilateral rules may rob them of their edge 
over upstart firms or smaller competitors ca- 
pable of reacting more quickly. Why worry 
about Fortress Anywhere when you are on 
the inside and doing nicely? a 
They are wrong to fear that talks in Ge- 
neva might lead to a revolutionary lifting of 
barriers to foreign investment. At the 
launch of the Uruguay Round in 1986, the 
likes of Brazil and India ensured that talks 
would be limited only to restrictions on in- 
vestment that distort trade. This means that 
the one issue that should be at the heart of 
any normal talks on a global investment re 
gime is not on the table—the right of a for 
eign investor to be treated in the same way 
as a domestic one. ia 
This flaw in the GATT approach is 
sufficient excuse to let negotiations carry oi 
drifting. The increasing scale of foreign in: 
vestment, combined with lingering popular 
suspicion of it, is fertile ground for trade 
tiffs. Some rules, however imperfect, are ur- 
gently needed to prevent these tiffs from es- 
calating into wars. * 
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AKEOVERS always seem to 
come in waves. So the huge 
> in takeovers in the 
. a familiar, if not entirely 
dle, sight to those busi- 
atchers whose memories 
Y back to the 1960s. What 
fferent and mysterious about 
cent takeover wave, how- 
is the way in which it is 
ging the financial structure 
corporations, particularly 
merica. America's new- 
l. love for debt has 
pted business theorists to 
. again about corporate 
e. 
ing the last bull market 
takeover wave in the 1960s, 
debts of America's publicly 
isted companies averaged 
around 40% of the value of their 
shareholders’ equity. In the 
1980s, by contrast, the debts of 
big American firms have stayed 
ove 70% of equity. American 
ipanies have changed what 
y do with their money as well 
ow they raise it. In the 1960s 
. 1970s America's publicly 
d firms on average paid out 
der a quarter of their pre- 
earnings as dividends to 
holders. In the 1980s divi- 
took up nearly a third of 
arnings—and share re- 
5, virtually unheard of 
1960s, rose from next to 
ig in 1983 to take another 
‘pre-tax earnings in 1988. 
dramatic shifts puzzle 
ess theorists. In a paper 
lished in 1958—and still the 
ing point for all debate 
ut debt policy—Mr Franco 
ligliani and Mr Merton 
r showed that, in unbiased, 
ent" markets, the distribu- 
f h company's finance be- 









ffect its total value. TI 









lebt and equity should ` 


later Messrs Modigliani - 
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ancial restructuring to maximise shareholder value” is, with 

recent £13 billion bid for tobacco conglomerate B.A.T, a 

hrase once again every businessman's lips. Yet business theorists 

e still hard-pressed to define shareholder value. Nor are they 
: how financial restructuring affects it. But theories abound 


ciets are doing things that part of 
their business-school training 
tells them they should not be 
able to do. To understand why, 
start with an understanding of 
the theory itself. 


Sources of value 


The value of a publicly traded se- 
curity depends mostly on the 
amounts and timing of the flows 
of cash which it promises its 
holder, and the risk that some or 
all of those cash flows will not 
materialise. Given equal 
payouts, a risky proposition is 
worth less than a sure thing. 
Equally, an investment that pays 
off in the far future is worth less 
than one that pays off tomorrow, 
both because long-term bets are 
inherently riskier and because 
investors require a larger reward 
if they are to wait longer to enjoy 
their wealth. 

Adjusting the sources of a 
firm's finance between debt and 
equity affects its riskiness as an 
investment. The more debt a 
firm has, the greater the risk that 
it will not be able to pay its bank- 
ers enough to stave off bank- 
ruptcy. Moreover, debt also cre- 
ates volatility in a firm's share 
price. Imagine two firms with 
identical assets, generating iden- 
tical cash flows. One of them has 
no debt; the other has assets 
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the cash flows are the same, the 
total value of the two firms must 
be the same. But their share 
prices will behave differently as 
cash flows change. 

Assume, for simplicity, fixed 
interest costs. In both firms the 
effects of a change in cash flow 
will be reflected only in the price 
of the shares. But because the 
value of the leveraged firm’s 
shares is much less than that of 
the unleveraged firm, any given 
change will represent a greater 
percentage change in the value 
of the leveraged shares than of 
the unleveraged. 

Why shouldn't an investor 
care about the extra volatility of 
the leveraged firm's shares? Be- 
cause, Messrs Modigliani and 
Miller argue, he could duplicate 
the effects of leverage by borrow- 
ing money on his own account to 
purchase extra shares in the 
unleveraged firm. | 

A similar argument applies to 
the amounts paid out to share- 
holders as dividends and the 


like. Here the investor has a- 


choice between pocketing his 
share of cash flow today, or al- 
lowing corporate management 
to re-invest it on his behalf-—and 
reaping the rewards as capital 
gains tomorrow. 


Imperfection is in the eye 

If nothing that corporate finan- 
ciers can do makes much differ- 
ence to the value of their firms, 
how do corporate treasurers and 
restructurers make money? Part 
of the answer lies in the market 


imperfections caused by taxes — 


and other blemishes on the face 
of free markets. 

Tax is probably the biggest 
real-world imperfection, and tax 
generally favours debt over eq- 
uity. Interest payments on debt 
can be deducted from a firm's 
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profits before tax is paid on 

them—so the government effec- 
tively subsidises debt at a firm's 
top marginal rate of tax. E 

Bur, lest firms be tempted .— 
do away. with equity altogether, 
other imperfections mitigate 
these pressures to borrow. For a — 
company, issuing debt is cheaper 
than issuing equity; for individ- 
uals, however, holding debt is 
generally more expensive than 
holding equity. Until recent re- 
forms removed favourable treat- 
ment for capital gains, America 
taxed wealthy individuals’ capi- 
tal gains at less than half the rate 
of interest payments. Britain. = 
used to favour capital gains mas? 
sively, though the gap has now 
almost disappeared. But even 
without favourable treatment, 
some investors still prefer equity 
because of the flexibility it offers 
on when and how to take gains. 

A second reason for not get- 
ting carried away with debt is 
bankruptcy costs. Modern fin — 
cial theorists say that bankrup 
should not much matter: far 
from ending a firm's life, bank- 
ruptcy in the style of America's 
Chapter 11 (or its local equiva- 





US corporate debt/equity ratio 


















































Be ee i the firm 
s operating while 
nodations are 


| { buinkruprcy i is the ac- 
$ incurred in the pro- 
But if theorists do not 
uptcy seriously, mar- 
When Texaco went into 
r 11 bankruptcy, $1.4 bil 
wiped off the value of its 
and those of its biggest 
or, Pennzoil—a sum far in 
cess of any conceivable bank- 
ptcy costs. 
Mr Richard Brealey and Mr 
tewart Myers—co-authors of 
the standard text on corporate 
^finance—argue that the art of 
-` corporate finance is to find a bal- 
. ance between those biases fa- 
: ting debt and those favour- 
equity. One |. such 
equilibrium, they point out, is 
between the debt-promoting ef- 
fects of corporate taxation and 
the debt-inhibiting effects of in- 
dividual taxation. 

But, as Messrs Brealey and 
Myers: acknowledge, tax is not 
the only influence at work. The 
potential costs of bankruptcy 
vary greatly between firms. 
Those with fixed assets generat- 
ing steady cash flows generally 
have low bankruptcy costs as 
Well as a strong incentive to 
shield those cash flows with 
debt. Fast-growing firms with 
few fixed assets would be un- 
likely to survive bankruptcy— 
and thus should be more conser- 
vative on debt. 


Back in the real world 


1 theories help explain some 
4 . ets of how firms behave. 
They predict, for example, that 
capital-intensive firms in mature 
; industries should have higher 
-= debt ratios than service compa- 
^: nies or growth industries—as in- 
= deed they generally do. But the 
theories also leave many myster- 
ies. Among the most vexed is evi- 
dence that the most profitable 
firms on average borrow less 
ian. their less-successful breth- 
h. One pharmaceuticals super- 
Merck, has no debt at all. It 
actly the profitable firms, 
h most confidence in their fu- 
re cash flows, that should be 
xe to take most advantage of 
e tax shield on debt. 
American debt ratios present 
nother big puzzle. If American 
ympanies had achieved equilib- 
rium debt and pay-out policies 
j ears ind what has Edd 






















































A decade older and deeper in debt 


| 

(ais), debt ratios have fallen. 
| 

| 

support higher levels of debt. 
| 


enterprise.” 


since then to make new equilib- 
rium debt and pay-out ratios 
nearly double the old? Part of the 
story is taxes. America’s tax re- 
form act of 1986 treats income 
and capital gains equally—and 
so removes much of the penalty 
to individual investors of receiv- 
ing dividends or interest pay- 
ments. Another part of the story 
may be the deregulation of finan- 
cial markets. The profusion of 
new financial instruments— 
many of them, like junk bonds, 
based on debt —tempt corporate 
financiers to try to get a step 
ahead of the competition by in- 
novating faster. 

But changes in neither taxes 
nor financial markets would 
seem to be large enough to ex- 
plain shifts of the size that Amer- 
ica has had in debt and dividend 
ratios. Nor do equilibrium theo- 
ries, which suggest gradual 
optimisation in the face of 
changing conditions, shed much 
light on the most basic question 
raised by the wrenching changes 
taking place in America: when 
Kohlberg Kravis Roberts bid 
twice as much for gg Nabisco as 
financial markets had thought 
the firm was worth weeks before, 
where did the extra $12 billion 
or so in "value" come from? 

Theorists list several possible 
sources: 
eBondholders. The flood of new 


debt issued to finance a lever- 


MERICA is unique in its growing love for debt. Though its 

corporations are still on average no deeper in hock than 
those in traditionally high-leverage countries like Japan and 
West Germany, America is the only big economy in which 
corporations have in recent years increased the share of their 
assets financed by debt rather than equity. Elsewhere, accord- 
ing to a recent study by the Bank for International Settlements 


| 

i 
Some worry underlies the dulcet banker-speak of the Bis re- 
port—in part because the results seem hard to explain. BIS in- | 
vestigators found no correlation between the extent to which a 
given nation's tax system favours debt over equity and its over- 
all level of corporate debt. Nor has the structure of America’s 
financial system changed in such a way as to help its firms 

As the Bis points out, the financial markets of high-leverage 
countries are typically dominated by banks. Relations between 
firms and banks are longstanding and close, particularly in | 
West Germany and Japan. Often bankers sit on boards of di- | 
rectors. If the firm gets into trouble, bankers work closely with | 
management in solving problems. In America, by contrast, | 
both debt and equity investments are diversified. Relations | 
with bankers are often at arm's length, and companies jump 
from bank to bank. The Bis worries that this "results in a frag- 
mentation of creditors' claims which may not be conducive to 
a smooth resolution of situations of financial stress for the 


 companied by asset sales, re- 


:food conglomerate RJR- 





insurance conglomerate B.A.T. 
eEfficiency. The struggle to m 
huge interest costs provi 
managers with a renewed inc 
tive to cut costs to the bone, 
avoid dubious investments a 
to get the most out of existing 
sets. Those incentives are. 
inforced by shareholdings wh 
typically give key managers. 
substantial stake in the successi 
leveraged buyouts. : 
elransparency. As Mr Mich 


































































School points out, the com 
nies most likely to be taken o 
are those with the largest uncor 
mitted, "free" cash flow. Aft 
buyout, a larger share of this fl 
is committed—to debt repa 
ments or specific projects. Im 
tors know better what manag 
are doing with their money. 
In a study of 76 managem 
buyouts of American publ 
companies occurring betwee 
1979 and 1985, Mr Steve 
Kaplan of the University of CE 
cago found that most of the 
tra value seen. in the takeov 
premiums came from taxes 
efficiency gains (including redi 
tions in management (4 
heads). There were no big layoffs 
among the companies he stu 
ied, and, though the value : 
bonds did decline, the bond: 
holders' loss was far less than E 
shareholders' gain. 
Even if other studies suppo 
Mr Kaplan's conclusions, t 
price for increased sharehold 
value is increased risk. Ar 
bond markets, where most 
that risk is now piling up, aren 
used to judging risk in the sar 
way as equity investors. Ame 
can markets think that risk. 
worth taking—witness the flo 
of money now available to do : 
veraged buyouts. Other cou 
tries are not so sure (see box). 
Who is right? Though the 
guments remain largely ac 
demic, the real-world co 
quences are immense. In 
next recession, the risks ta 
America’s debt-mongers 
put to the acid test. Then tl 
periment will reach its co 
sion—for better or worse. - 
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aged buyout— plus the riskier fi- 
nancial structure that it cre- 
ates—depresses the value of a 
company's existing bonds. 
Bondholders’ loss may be share- 
holders’ gain. 

@Employees. Many takeovers, 
particularly hostile ones, are ac- 


deployment of resources and lay- 
offs. The discounted value of the 
cash flow which would have 
gone to the wages of employees 
might go instead to pay off share- 
holders when payrolls are cut. 
elaxes. Debt is “tax efficient”. 
Some of the premium paid to 
shareholders in a takeover might 
represent the discounted value 
of tax savings to come from issu- 
ing more debt. 

@Overheads. Mr Ennius 
Bergsma, head of the corporate- 
finance practice at McKinsey, a 
consultancy firm, calculates that 
head-office management costs 
eat up each year the equivalent 
of 2% of the market capitalisa- 
tion of America’s big compa- 
nies—which is three times as 
much as a mutual-fund o 
manager would charge to 
look after a portfolio ofin- 9 
vestments. So breakingup  $ 
conglomerates has be- 
come financiers’ favourite 
blood sport—witness the 
world's two biggest take- 
over bids: for tobacco-to- 











nol Worldwide, the market for 
: financial services is in a state 
of flux, and West Germany is 
. no exception. Its banks, tra- 
. ditionally *universal" in char- 
. acter through their involve- 
..ment in commercial, invest- 
ment and mortgage banking 
activities, are increasingly 
moving into other related 
‘areas~an approach to finan- 
^. cial. services known in Ger- 
. manas "Allfinanz" or provid- 
ing all financial services 
under one roof. 
Undoubtedly, this trend 
has been encouraged by the 
banks' desire to expand their 
product lines in order to tap 
more effectively the growing 
financial potential of West 
German private households, 
whose monetary assets total 
some DM 2.6 trillion, and are 
increasing by about DM 150 
billion per year. 
Yet even more significant 
is the change taking place 
in the structure of private 
monetary asset formation. 


-Insurance and securities 
-preferred 

For several years now, the 
Share of such assets chan- 
nelled into insurance has 
been rising relative to the 
share held in bank accounts 
























quacy of the pension system. 
At the same time, with in- 
creasing affluence, savers are 
tending to become investors. 


this shift in the preferences of 
l banks’ retail customers that i is 





partly due to people's con- 
cern about the future ade- 


In the final analysis, it is. 


"International presence: Anean Antwerp, 
Jakarta, Johannesburg, London, Los. Angeles, Luxembourg, Madrid, Manama ia (Bahrain), Mexico City, Mitin, Moscow, New Y 
: Tu Tuno, PAROI, Sydney, Teheran, idc TU CUR. 





The Commerzbank report on German business and finance 


bringing about changes in the 
market. To respond effective- 
ly, the banks will probably 
have to adopt some form of 
the “Allfinanz” approach, 
which offers customers the 
convenience of “one-stop 
shopping” and lowers costs 
for them. | 
By broadening its range of 
products and services, a bank 
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| “Allfinanz” and the future 
| of West Germar banking 


tomer relationship increases 
as it takes in more products, 
while more efficient utilis- 
ation of the sales organis- 
ation—either in the form of 
the bank's branches or a net- 
work of field agents—leads to 
improved earnings. 
Generally speaking, the 
“Allfinanz” option can be 
implemented in one of two 


T a r 


%s 


with banks?! 


West Germany: monetary asset formation of private households 





with insurance 


[7] 1975 





companies 


1) incl. cash; 2) incl. money-market paper. 





can secure and even improve 
its market position. Apart 
from selling its traditional 
products, it can branch out 


into insurance, real estate and 


the type of mortgage lending 
which has hitherto been the 
exclusive domain of the Bau- 
sparkassen (home loan asso- 
ciations). Not only is a bank 
thus able to enhance its exist- 
ing relationship with its cus- 


tomers; it can also tap new 


sources of income in related 


fields, e.g. commissions on 


insurance policies and home 
loan savings plans. In addi- 
tion, the profitability of a cus- 





Atlanta, Barcelona, Beijing, Brussels, Buenos Aires, Cairo, Caracas, Chicago, 





ways. A bank can become a 
“financial supermarket” by 
setting up or acquiring spe- 
cialised units or subsidiaries. 
However, the bank would 
then find itself competing 
directly with the traditional 
providers -of such services 
as insurance—a situation not 


COMMERZBA! 





without its risks. In any case, 
this would tie up funds which 


might. be needed to finance 


expansion in other areas. 


Thus some banks may 
prefer the second option of 
extending. their range of ser- 
vices through cooperation 
agreements. and Stakes in 
other. companies. This ap- 





proach allows both parties to 


remain largely. independent 
while closely coordinating 
their activities. Among other 
things, synergy effects can be 


achieved in product develop- 


ment, marketing and staff 


training. Yet there. are prob- x E | 
lems as.well, for it is not enay ppor 


for banks to- 
that are compatibile i in temis i 
of size, product quality and 
overall business philosophy. 

Internationally, as the 
demand for comprehensive 
financial services increases, 
the German universal banks 
should find that the tradi- 
tional breadth of their ac- 
tivities puts them at a com- 
petitive advantage. At the 





national level, however, “All- | 
finanz” will not completely 
transform banking. While the |. 


large German banks will have 
to devote considerable re- 
sources to securing their pos- 
ition in post-1992 Europe and 
in other world markets, small . 


and medium-sized banks, | 
thanks to specialisation, their 


concentration on profitable 
market niches, and their re- 
gional orientation, will be 
able to maintain and, perhaps - 
even improve, their competi- 
tive position in the coming 
years. 
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ankers learn a smile on their 


face puts a buck in their pocket 


RUMMY service to personal customers 

costs American banks about $2 billion 
a year, and Britain's high-street banks 
maybe $200m. Small wonder that bankers 
are waking up to the fact that financial ser- 
vices are as much about service as finance. 
* Pampered by regulators in Britain and 
America and by cartelisation in Britain and 
Japan, few retail banks used to give much 
thought to the standard of service they pro- 
vided over their branch counters and man- 
agers’ desks. Now deregulation has opened 
up their market to all and sundry. Ambi- 
tious building societies (thrifts) and retailers 


like Sears, Roebuck in America, Marks & 


ncer in Britain and Seibu in Japan are 


snapping at the bankers’ heels. Retail bank- 
ers can no longer afford to take their cus- 
tomers for granted. More financially savvy 
and richer than before (real disposable in- 
comes have risen by 1896 in Britain since 


1980, by 26% in America and by 25% in Ja- 


pan), individuals are now quite ready to 


-. shop around for the best banking. 

So lousy service guarantees banks only 
© lousy profit. That matters more than ever 
before. With their securities operations in 
‘the doldrums and margins on their blue- 
hip corporate loans wafer-thin, retail bank- 
^ ing has become a crucial part of profit. Last 
: year 40% of Citicorp's $2.7 billion operat- 
c ing earnings came from its consumer bank, 
= up from 34% in 1985. 

- . .A survey conducted in America this 
year by the Sandy Corporation, a consulting 
=: and training firm, showed that on average 
<- around 5% of a bank's customers close their 
“accounts each year. This*eosts the typical 











bank about $43m in lost revenue. The sur- 
vey also reckons that the annual cost of re- 
placing the deserters with new customers 
could average as much as $54m for each 
bank. Tot those costs up and you get the 
huge figures mentioned in the first 
paragraph. 

Quality matters in other ways as well. 
With banks jockeying for market share, be- 
ing the lowest-cost provider of a product can 
be crucial. However, basic mistakes—in pro- 
cessing a transaction, say—can undermine 
this strategy. Mr Tom Frost, the chief execu- 
tive of National Westminster Bank, reckons 
that mistakes by employees account for 25- 
40% of the total costs of any service busi- 
ness—not just banking, In banking that can 
mean many millions of dollars. 

Bankers have also become obsessed by 
quality as a means to competitive advantage. 
Pinching customers from rival banks by of- 
fering them a unique product is now almost 
impossible. Banks love to play follow-my- 
leader and, helped by the latest electronic 
wizardry, can quickly clone products 
launched by others: witness the rush to in- 
troduce interest-bearing current (ie, check- 
ing) accounts in Britain. However, matching 
a reputation for slick, fault-free service will 
be much harder. To help them, bankers 
have been using the new wonder concept of 
total quality management (TQM in consul- 
tancy-speak or, in plain English, giving the 
customer what he wants). 

Pioneered by Sony in Japan, Motorola 
in America and Marks & Spencer in Brit- 
ain, TQM uses market research to encourage 
firms to takea hard-look at the way they do 
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business—right down to how long the 
phone rings before it gets answered. Aj 
with this accumulated wisdom, manag 
can then use training courses and incent 
schemes to create a culture of quality witl 

the business. T 

In theory, that is. Ín practice, banks’ a 
proach to the consumer market has bee 
more haphazard—with. notable excepti n. 
Britain's National Westminster Bank is on: 
Work on a quality-improvement. p 
gramme first started in the bank's Ameri 
subsidiary, NatWest usa, in 1985. This: 
centred on more than dn "quality acti 
teams", made up of employees from all lev- 
els within the bank. Each one was assigned 
to look at a particular area of the bank's: 
business where improvements in service 
could be made. The result: fewer mistak 
less paperwork and much less hassle. 

By 1988 NatWest USA was so convince 
that the quality of the service it offered ha 
improved that it launched a $2.5m adv 
ing campaign telling its 950,000 custo 
that it would cough up $5 if they 
greeted by a grunt rather than a 
“hello”. The bank also offered to pay $! 
applicants for car and personal loans: 
had to wait longer than one day for- 
sponse from it. So far it has forked ou 
$130. NatWest launched another TO 
gramme at the start of 1987 aimed 
80,000 staff in Britain (no misery 
guaranteed here, though, for custo 
with snorts and long faces). 

Banc One Corporation of Ohio 
had success with a similar progran 
Charles Aubrey, the bank's chief: 
ficer, reckons that productivity can. 
proved by 5-20% simply by explain 
people why their jobs matter. The 
already starting to show. Banc One 
mates that its emphasis on quality has : 
it nearly $9m over the past three y 
money it should never have lost. 

Another institution that has rejigged 




























ynsumer-banking strategy is West Germa- 
"s second largest bank, Dresdner Bank. A 
reful look at its management accounting 
ld Dresdner's bosses that 75% of the 
ink's domestic income came from just 
1% of the bank's customers. To make sure 
at this core stays loyal, Dresdner assigned 
nior bankers or “counsellors” to molly- 
ddle the accounts of groups of about 200 
portant customers—ie, those earning (or 
ho may soon earn) more than DM230,000 
122,000) a year. Breaking with tradition, 
nsellors have been urged to visit custom- 
s in their offices or homes. 
Banks looking for a model should take a 
k at Famibank, a Belgian subsidiary of 
iticorp. Here, the obsession with quality of 
rvice is such that the bank even monitors 
number of telephone calls required to 
lve a customer's problem, as well as the 
imber of times a customer is bounced 
om counter to counter before a query is 
ally resolved. 






























ast European debt 


Jominoes? 


NEORGE BUSH is right to be tight- 
WF fisted with America’s handouts to East- 
ern Europe. The Poland he visited this week 
prompted the region’s last financial crisis in 
1982 when it ran out of cash. This time the 
problem is Bulgaria. Its foreign debt is not 
jig by Latin American standards—at the 
md of 1988, it owed western banks a net 
6.3 billion—but the annual servicing cost 
X $1 billion takes a painful 36% of Bulgar- 
S hard-currency export earnings. 
-The figures understate Bulgaria’s true 
edicament. The country has been writing 
tions on its loans. These let lenders de- 
d repayment in currencies that 
e appreciated. That means Bulgar- 
debt is probably higher than the 
ial western figures, based on the 
iginal value of the loans, suggest. 
aria also overstates its export rev- 




























Bulgaria's chief trading partners 
ide the communist bloc are Libya 
d Iraq. Neither is a prompt payer of 
lls, Like other Comecon countries, 
lgaria is beginning to realise that 
ipping goods to the developing 
d is not quite the same as being 
id for them. Last year it appeared 
ave stopped financing some of its 
d-world customers. instead, it 
ok goods in payment for its exports. 
mports from such countries in- 
ased by 8596 and cut Bulgaria's 
de surplus with developing coun- - 
es to only $615m. | 
- Bulgaria has tried to protect itself 
1 the consequences of its borrow- 











No free rides from western bankers 




















Japanese have long been used to atten- 
tive service from their insurance agent and 
stockbroker, but not their banker. Personal 
banking is only just emerging from the Dark 
Ages in Japan. For years, private customers 


ing splurge—four years ago its net debt to 
western commercial banks was only 
$150m—by increasing its reserves. At the 
end of 1988, it had almost $1.8 billion on 
deposit with banks which report statistics to 
the Bank for International Settlements (Bis), 
up from $1 billion at the end of 1987. 
Higher reserves make bankers more confi- 
dent that they will be paid interest due. 
They also give Bulgaria some breathing 
space should foreign, and especially Japa- 
nese, banks lose their nerve. 

In recent years, Bulgaria has borrowed 
heavily from Japanese banks. Previously, 
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big banks, who saw big companies as their 
main customers. But companies no longer 
borrow from banks as they once did, getting 
their money from the capital markets in- 
stead. So the big commercial banks have 
had to come off their high horses to scrabble 
for what new customers they can—includ- 
ing individuals, who in the past used local 
banks and the now defunct mutual banks or 
the post office for their basic needs. There is 
plenty of polite bowing, as ever, in Japan's 
big banks, but that does not add up to good 
service: ` ET 

Outside Japan, though, TOM is fast be- 
coming a buzzword among retail bankers. 
This is good news for the consumer, who 
can hope for a kinder (and more efficient) 
branch banker. It is also good news for the 
consultants and training firms that stand to 
make a mint from telling banks to do what 
common sense should have told them to do. 
long ago. 





nenene mamaman aN ata LinaN dh e urs La dna NIAI P rrr rr mtu HA S NI re t ABC TRAY AMA 


these had lent little to it, and so felt they had 
room, unlike some other countries’ banks, 
for Bulgarian assets. Now the Japanese are 
getting more cautious. Few reckon that the 
interest rate Bulgaria pays reflects the risks 
of lending to it. Several say that they will not 
lend more unless they can also get extra fees, 
either by arranging an option for Bulgaria to 
pay them back in a different currency, or by 
toping more banks into the deal. 

lo make up for the dwindling interest 
from Japan, Bulgaria is starting to do what? 
Mexico did in 1982—turn to the bond mar- 
kets. Last month the Bulgarian Foreign 
Trade Bank launched its first bond issue, for 
DM200m ($99m), carrying an interest rate 
of 8.596. That is a full percentage point more 
than countries outside the eastern bloc pay 
on their D-mark bonds. Buyers are gambling 
that Bulgaria will carrying on payine 
investors—as Mexico did—wl 
(perhaps) rescheduling. 

Bulgaria's financial problems 
come at a ticklish time for two other 
East European countries hoping for 
new western money. Hungary, which 
is trying hardest to open its econ- 
omy-—including developing a stock- 
market (see box on page 74)—is run- 
ning out of reserves. Poland is 
running short of other basic items, 
such as petrol. It is also trying to per- 
suade Western governments and mul- 
tilateral agencies, such as the World 
Bank and the International Monetary 
Fund, to lend it money while it re- 
forms and opens up its economy. It is 
following Hungary and moving to- 
watds realistic exchange rates; its lat- 
est. wheeze is to auction off hard cur- 
rency to the highest bidder. 

-' The danger for Hungary and Po- 
land is that when Bulgaria's problems 










NVESTORS in America's $200 billion 

 Ajunkbond market are not sure 
whether they should be worrying about 
recession—or celebrating the rally in 
Treasury bonds. Since late March yields 
on 30-year Treasury bonds have fallen 
from 9.396 to almost 896; prices are up 
16%, 

Junk bonds have not fared as well. 
They have rallied by about 5% during the 
same period, reflecting the quasi-equity, 
quasi-bond nature of the junk market. In- 
vesting in junk bonds is not only a gamble 
on interest rates. It is also a bet on the 
economy and, specifically, on a company’s 
continuing ability to pay interest to bond 
holders out of its cash flow. 

As the Treasury-bond market has be- 
come more convinced that the 
economy is slowing, concerns have 

|, mounted among some junk-bond 
investors about the risks a reces- 
sion poses for some of their invest- 
ments. The interest-rate spread be- 
tween Treasury bonds and junk 
bonds is now wider than it was dur- 
ing the stockmarket crash of Octo- 
|. ber 1987. The spread between 
cd Treasury bonds and Donaldson, 
Ji Lufkin & Jenrette's (DLJ) active-is- 
^ sues junk-bond index, which mea- 
sures the most actively traded and 
highest quality junk, was 519 basis 
points (or 5.19 percentage points) 
on July 7th. The spread between 
Treasury bonds and DLJ’s low-qual- 
ity zero-coupon junk-bond index 
was more than seven percentage 
points. 

Junk-bond bulls are not worried 

~: about these wide spreads. They say 
that the market has performed rela- 
tively well this year, since it had to absorb 
some $12 billion of new paper, including 
$4 billion issued by rr Nabisco in May as 

a result of its leveraged buy-out (LBO). 

: Junk optimists also argue that it is nor- 

mal for the junk-bond market to lag be- 
: hind moves in the Treasury-bond market 
T. by two or three months. This would sug- 
- gest junk bonds are a good buy now, 
|" which may just be a reason why the Amer- 
+ ican public has recently been putting 
- more money into junk-bond mutual 
* d. funds. The money invested in Fidelity In- 
3 | ` vestments' main junk-bond fund, for ex- 
© |) ample, has risen nearly 20% to almost $2 
^j billion since the end of April. 
=> A more likely reason for the renewed 
^]. public appetite for junk is the lure of high 
interest rates. Yields paid by money-mar- 























Down, but not out 


| | Vield Spread: zero-coupon 
index to 10-year Treasury 
| bonds, basis points 





America’s junk-bond market may be about to bounce 





ket mutual funds have dropped into single 
figures, in line with the steep fall in short- 
term interest rates in the past two months. 
By contrast, Fidelity’s high-income junk- 
bond fund now yields over 13%. Still, the 
question remains whether the investing 
public understands the risk of bonds fall- 
ing in price in such a fund, and the conse- 
quent damage to investors’ total returns. 
Such a risk barely exists in money-market 
funds, 

These risks were highlighted earlier 
this year by an unpublished but much 
publicised study carried out by three aca- 


demics at Harvard University. This found 
that 34% of the junk bonds issued in 1977 
and 1978 had defaulted by November 1 
1988. Analysts at Drexel Burnham Lam- 
bert, the investment bank that dominates 
the junk-bond market with a 4596 share in 
the first half of 1989, say that the study 
misses the point. 

Drexel says that the 3496 of issues that 
defaulted amount to a less-sensational 
annualised default rate of 2.896, which is 
not out of line with previous research car- 
ried out by other academics. The Drexel 
figure compares the number of issues that 
default each year to the overall size of the 
market in that year; the Harvard men 
looked at the fate of each junk-bond issue 
and compare it with the size of the market 
ten years ago. 







Federal Home Loan Bank Board, 


about 796 of the total issues outstand 










Junk-bond enthusiasts are confide 
they can divide the junk-bond market 
into two tiers: those sectors that are "re 
cession-proof" and those that are nc 
The two areas currently favoured by 
money managers whose job it is to ee 
only in junk bonds are cable television 
and supermarkets. The money manage 
reckon that, no matter how awful a reci 
sion, people will still watch television and 
eat. Bonds issued by companies in the 
sectors yield as little as 1296. By contra 
the least-favoured areas include depa 
ment stores and companies in businesses 
related to housing. Bonds issued by t 
Gypsum, which makes plasterboard, yielc 
17%, while Federated Department Store 
bonds yield over 20%. 

The market, however, faces a tw 
pronged political attack from Washing- 
ton. First, as part of the legislatio 
to bail out the savings and loa 
(thrift) industry, the House of Re 
resentatives voted in June to be 
thrifts from owning junk bond 
The Senate version of the same b 
is less extreme. It would prevei 
thrifts from having more than 11' 
of their assets in junk bonds. 

Second, Congress dislikes tł 
way that companies which go dee 
into debt, whether by an LBO or by 
a defensive recapitalisation, seek to 
avoid tax by issuing either zZeto-cou- 
pon junk bonds, which pay inter: 
only when the bonds mature, 
pay-in-kind junk bonds, which. 
interest by issuing yet more bot 
Companies that issue both kinds: 
paper deduct the theoretical inte 
est on these bonds from their t 
bills, although they have paid n 
cash to investors. 

Ever confident, junk-bond pe 
dlers and investors claim not to be wë 
ried by Congress's plans. The real victir 
they say, will be companies that will h 
to pay more in future to borrow via 
junk-bond market. 

A ban on thrifts owning junk doe 
bother the market, either. They own 
billion-worth of junk bonds, accordin 




























































So the real risks to the conti 
health and liquidity of the junk-bond t 
ket would come either from much toug 
regulation of insurance companies o 
mass public exodus from junk-bond mi 
tual funds. Neither event seems likely i 
the absence of a severe recession. And 
recession comes, most of the dama 
would probably have been done. 
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short-term loans. At the end of 1988, just 
. Over a quarter of the $11.7 billion Hungary 
Owed to western commercial banks was due 
for repayment within a year or less. If banks 
_asked for only half of this proportion (say, 
. $1.5 billion), Hungary's foreign-exchange 
. reserves would be down to less than $500m. 
. Even that assumes that the $800m Hungary 
_ has borrowed so far this year, mostly from 
the bond markets, has gone straight into 
- bolstering its reserves. Poland, which is not 
paying its commercial and government cred- 
_itors, preferring instead to increase its re- 
serves, is in a similar position. Almost 30% 
of its debts are due for repayment within a 
ty or less. 
= Neither country can count on getting 
resh cash either from the World Bank or 
the IMF. President Bush showed on July 10th 
that even America is not prepared to bail 
out Poland. The $100m in aid he offered is 
barely even a token. Poland should pay 
Western governments around $3 billion this 
year—which would wipe out its reserves en- 
tirely. Hungary’s finances are more deli- 
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cately balanced. It is already in difficulties 
complying with its IMF agreement that calls 
for lower current-account and budget defi- 
cits. Hungary missed the Fund's targets in 
the first quarter of the year, so the Fund de- 
layed the fifth and final slice of its $350m 
standby agreement until September. 

Nevertheless, Hungary is determined 
not to reschedule its foreign debt. It has seen 
how difficult it is for countries which have 
to make their way back to the markets. If 
Hungary were to face a run, with western 
banks pulling out their short-term loans (as 
they did in 1981 and 1982), the best it could 
hope for is that West Germany and Austria 
would step in with short-term credits until 
economic reform produced results. Neither 
country wants to see Hungary going the way 
of Poland. 

The outlook for Poland is bleak; the 
country is increasingly relying on Poles 
working abroad to provide the foreign ex- 
change it needs. It must hope that neither 
the countries of Western Europe nor Amer- 
ica tighten up visa requirements. 





| Spice for the goulash 


|| | WASHINGTON, DC 


| po a flutter on Hungary's eco- 
| nomic reforms? Then take a look at 
Eastern Europe's first investment trust, 
the First Hungary Fund. It will invest in 
private companies, joint ventures and, 
| eventually, in some of the 25 companies 
| onthe tiny Budapest stockmarket. 
|| The fund is sponsored by the Interna- 
| tional Finance Corporation (irc), the 
| World Bank's private-sector arm, and 
.| Bear Stearns, an investment bank. They 
|| hope to place $50m privately. The IFC’s 
|| board approved an investment of $7.5m 
| on July 11th. 
| Cautious IFC officials hope that Hun- 
| garian entrepreneurs will seek the fund's 
|| cash to expand. The fund may also back 
|| foreign investors who use Hungary as a 
|. base for exporting to Western 
. Europe. Hungary is trying to 
|| attract them with five-year tax 
| .holidays for companies in 
| which foreigners have contrib- 
. uted more than 3096 of their 
| capital. It guarantees that divi- 
|| dends and capital gains can be 
| repatriated in hard currency. 
|| Anxious to raise hard currency 
| itself to service the country’s 
| big foreign debt, Hungary’s 
| central bank is even offering 
"guarantees" to potential First 
I Hungary Fund investors. After 
| five years they can recover 
| their original investment. 
M 
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The fund is due to last ten years. It 
will be managed by First Hungarian In- 
vestment Advisory. This will be set up in 
Budapest as a joint-stock company, 
headed by a non-Hungarian. The fund 
aims to invest its $50m in a bit more than 
two years and will tilt investment to- 
wards longer-term capital growth. The 
fund is counting on more share flota- 
tions on the Budapest exchange, like 
Scala, a co-operative supermarket, which 
raised $8m over two years. 

Investing in Hungary may not be as 
immediately successful as the IFC-backed 
Korea and Thai funds. These have pro- 
duced annual returns excluding divi- 
dends of 58% and 47% respectively. But 


then you have to start somewhere. 








Slower than Korea 
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Building societies 


Open season 


HE flotation on the stockmarket of Ab- 

bey National, Britain’s second-biggest 
building society, on July 12th is prompting 
Britain’s other 130 building societies to 
think hard about their future. At least two 
of the top ten, Alliance & Leicester and Na- 
tional & Provincial, are keen to follow the 
Abbey to market. Paradoxically, that may be 
where they are safest from takeover. Under 
the 1986 Building Societies Act, societies 
which join the stockmarket cannot be taken 
over for five years. 

That protection will soon look attrac- 
tive to small and medium-sized societies 
with between £500m ($800m) and £1 bil- 
lion-worth of assets. Most of these societies 
cannot afford the expense of joining the 
stockmarket. The cost of first convert: 
from a mutual society and then listing 
the stockmarket is unlikely to leave much 
change out of £5m. Typically, a society with 
£1 billion in assets has around £50m of capi- 
tal (or reserves). Blowing 10% of the re- 
serves On converting to a limited company 
might be a mite difficult to justify to the 
building society’s members. 

Building societies, such as the Chelsea, 
which do not want to pay for the sanctuary 
of the stockmarket, are already being 
courted by foreign banks. The attraction of 
buying a building society is that the acquirer 
would probably be able to get the busines? 
for around (or possibly less than) the price 
of the society’s net assets. 

Taking over a building society sounds 
simple. It is not. There has never been a 
takeover of a healthy building society. Most 
potential buyers, like foreign banks which 
already have retail banking businesses in 
Britain, such as National Australia Bank 
(which owns Clydesdale Bank in Scotla: 
or Royal Trust from Canada, claim to want 
to do friendly deals (ie, buy the building so- 
ciety with the approval of the board). But 
even a friendly deal will be a slog. 

In order to convert from a mutual soci- 
ety into a joint-stock company, the Abbey 
National had to get 20% of its qualifying 
members (ie, depositors with more than 
£100 in their accounts) to vote and 75% to 
vote in favour. A takeover of a building soci- 
ety by a non-building society would require 
50% of the society’s members voting and 
75% of those to be in favour. 

Until the Abbey National vote, most 
merchant bankers—who want to earn fees 
by persuading companies to try their hand 
at taking over a building society—imagined 
that it would be impossible to get such a 
large proportion of building-society mem- 
bers to vote. The Abbey got 65% of its quali- 
fying members to vote, and almost 90% of 
them to vote in favour of conversion. All 
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fcis banks, ce as i Vina Gun 
ell and UBS a & Drew, are oe up 


n bes ad ace societies to 
itd off hostile takeovers or from guiding 
s over the regulatory obstacles. 
ding societies are not as well pro- 
rom takeovers as many think. Some 
ding societies’ directors even thought 
t they would not have to tell their mem- 
about unwelcome offers: there is no 
ation in the Building Societies Act 
at they should. However, the Building So- 
eties Commission, the industry’s regula- 
or, is advising societies that they should 
keep their members informed of any offers. 
In most societies, only 50 or 100 mem- 
 bers are needed to second a resolution on to 
the agenda for the annual general meeting. 
at is also the threshold for allowing out- 
/.  2ts access to the names and addresses of 
members. Resolutions for the AGM have to 
be vetted by the Commission, vet they could 
tell members how much money they are 
likely to get if the society agrees to be ac- 
quired. An acquirer could couple its pro- 
posal with a slate of candidates for the 
board. If the acquirer could get its placemen 
elected, the next phase, organising the 
transfer document—which specifies the me- 
. chanics of transferring assets and liabilities 
to the acquirer—would be much easier. 
| Without the support of the board and 
the management, drafting a transfer docu- 
ment could drag on. The Abbey, whose 
board wanted it to convert, took over a year 
to prepare a transfer statement. The mem- 
bers cannot vote on whether to be acquired 
(or convert to a limited company) without a 
transfer document. 
i The reward for passing through all these 
_ hoops would be that the acquirer could buy 
. — iding society cheaply. Since the owners 
ora building society (ie, its depositors) have 
little interest in the society as a business, it 
may be possible for a company to buy a small 
society such as National Counties, which 
made £4m post-tax profit in 1988, for less 
‘than the society's net assets. National Coun- 
ties, which is based in Surrey i in the south of 
England, has £240m in assets, £40m in re- 
serves, 24,000 depositors and no branch of- 
. fices. An acquirer could afford to offer each 
lepositor, who on average keeps around 
£6,000 with the building society, a gift of 
1,500 and still buy the whole caboodle for 
ss than the value of its reserves. In most 
bank takeovers, an acquirer would reckon 
to pay around twice net asset value. 
"Nhat. sort of defence could managers 
mount against a determined bidder? Pre- 
us little. Either find a more gentlemanly 
eror point out how much easier it 
would all be with the board's blessing. 
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OOMSTERS who think the next 
crash in world financial markets will 
start in Japan should get out their seis- 
| mographs. The ground has started heav- 
| ing again around the epicentre that un- 
| leashed the Great Kanto Earthquake of 
| 1923 that destroyed much of Tokyo. 
| So far this month more than 20,000 
| tremors have shuddered through the 
| sensitive Izu peninsula, 100 miles south- 
west of the capital. That is more than the 
| total for 1988. Last Sunday's, the largest 
| in the present ground-rocking wave, 
measuring 5.5 on the Richter scale, hit 
| the peninsula, toppling houses and trees, 
| potholing roads, and injuring 18 people. 
| Experts suggest a devastating shock of 
| magnitude 7 could be about to strike. 
| Using data from Japan's civil-defence 
authorities, Tokai Bank has estimated 
the damage that would be caused to fi- 
nancial markets if there were a repeat of 
the 1923 earthquake, a 7.8 on the Rich- 
ter scale that reduced Tokyo to rubble 
and cinders and left 142,000 people 
dead. The bank's conclusion is that 
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America’s thrifts 


Loaded lawyers 


NEW YORK 


N ANY disaster the first to benefit are 
lawyers. America’s thrift saga is no excep- 
tion. Although the Federal Deposit Insur- 
ance Corporation (FDIC) has 425 in-house 
lawyers, they can take on only half the legal 
workload. The rest is contracted to private- 
sector firms at a cost of $56m in 1988. That 
figure could double this year. 
Well it might. The FDIC, whose respon- 
sibility is only for bank- deposit insurance, 



















would be reduced to rubble too 

Tokai, whose head office is locate 
safely in Nagoya, reckons that with one 
third of Tokyo's reclaimed land liquefy 
ing into mud, reconstruction would cos 
Y 119 trillion ($847 billion). Japanese in 
stitutions would have to sell investment 
in America, sending stock and bon 
prices tumbling and interest rates soar 
ing worldwide. Side-effects would b 

global stagflation and a worsening of thi 
icon debt problem. 

The hypothetical earthquake that th 
bank sent rumbling through its com 
puter model knocked 4.8% off Japan’ 
gross national product for the current f 
nancial year, causing the world economy. 
to shrink 0.3 percentage points in 1989 
The economic effects would go on rever 
berating for years. 

Tokai says that it would not expec 
any financial institution to go under, : 
happened after the 1923 quake. No Japa 
nese financial institution, that - 


Shaken? You ee well be. 



























































has been lumbered with the job of so 
out the thrift mess, rather than the t 
own watchdog, the FsLiC. It is expect 
run the yet-to-be-formed Resolution 
Corporation, which will assume the m« 
mental task of selling up to $400 billio 
assets owned by insolvent savings and loa 
associations (thrifts). 
The roc already manages the 220 c 
bust thrifts placed in conservatorship by 
federal government after the announc 
in February of the Bush plan to 
problem. From that, the FDIC 
around 35,000 legal cases—ma 
seeking to claim money from defa 
rowers. The FDIC hopes it can: 
the case-load, either by settling c 
or by selling those loans (often s 
other creditors’ claims) for which. 
can be found at a not-too-measly pri 
. Such tactics have helped the FDIC 
duce its own (bank-related) lawsuits 
31,000 to 16,000 cases in the pas 
months. The FDiC's lawyers may find 
a lot messier to handle than banks 
FSLIC, still responsible for overseeing 









































B healthy rhs, cannot handle all its legal 
= work in-house. It has 48,000 cases pending 
but employs only 120 lawyers—one reason 
— why i it spent $137m on legal fees i in 1988. 

5 Mr Thomas Rose, the FDIC’s deputy 
- general counsel, guesses that it will have to 
a double the number of lawyers on its payroll. 
Enticing 400-odd lawyers into the low-paid 
. and unglamorous world of thrift liquidation 
= will be tough. Lawyers employed by FDIC 
E between $31,700 and $60,000 a year. 
- Someone fresh from law school could ex- 
pect $80,000 from a top New York law firm. 
The legal department is not the only bit 
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. Swiss banks in London 


d nvestment banking 
T HOME, Switzerland's big three uni- 
versal banks—Union Bank of Switzer- 
E. (uBs), Swiss Bank Corporation and 
crédit Suisse—look much of a muchness. 
Å : ot so in the City of London. There, the 
three are pursuing separate investment- 
— banking goals, and in separate ways. 
UBS Phillips & Drew is the most ambi- 
. tious of any foreign firm attempting to break 
Bc the markets for British equities and gilt- 
- edged (ie, government) bonds. In both, the 
_ firm is among the City’s four or five biggest. 
Now, it wants to build up its London opera- 
. tions into an enticing financial shopping 
- mall to serve the whole of Europe. Swiss 
3 . Bank Corporation International (sBc1) has 
-. dropped any thought of making a splash in 
- Britain's domestic markets, but concen- 
. trates on researching and trading the shares 
. of continental European companies. lt is 
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of the FDIC that will need to grow. A huge 
workload will also fall on its liquidation de- 
partment, which manages the assets of dis- 
tressed banks. The FDIC does all this job in- 
house now. Its liquidation department 
employed 3,370 people at the end of 1988 
and was managing $9.3 billion-worth of as- 
sets. How many more will be needed to liqui- 
date up to $400 billion-worth of thrift as- 
sets? If each employee can handle no more 
than today's—surely modest?—load, simple 
arithmetic says nearly 150,000. Or the 
present number of lawyers could be given 
150 years to sort out the mess. 





Beaming to use their fire-power 


| E.  Switzerland's three biggest banks have fumbled their push into European 


now building up a network of local corpo- 
rate-finance operations on the continent to 
match its European-equity skills in London. 

Crédit Suisse's arm’s-length affiliate, 
Credit Suisse First Boston (CSFB), perches in 
London on top of the international Euro- 
bond and Euroequity markets, swooping for 
business as it has done for a decade. Since 
the returns from issuing and distributing pa- 
per in those markets are now meagre, CSFB’s 
next target should be a share in the poten- 
tially lucrative business of handling Euro- 
pean mergers and acquisitions (M&A). 

Yet, for all their differences, the three 
Swiss banks share two common investment- 
banking threads. First, they all pushed into 
investment banking in London during the 
1970s and early 1980s by first plugging their 
vast numbers of retail clients in Switzerland 
into London’s even vaster Euromarkets. To- 
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day, the Swiss banks still dominate the 
league tables of those who participate in new 
Eurobond issues, although (bar csrB) they 
are no longer the same force in the unprofit- 
able business of lead-managing them. 

All, too, have hit troubles expanding 
away from that core business. Last year, SBCI 
lost £30m ($53.4m) in London, including 
£8m from equities. UBS Phillips & Drew has 
dropped well over £115m since April 1987. 
And though csr8 is profitable, it has, less 
publicly than the other two, shed 100-or-so 
staff. More mediocre folk, hired during the 
1986-1987 bull markets, will need to go. Sev- 
eral senior staff have recently and damag- 
ingly left CsFB of their own accord. 

When sacl shut down all but the rump 
of its British-equities dealing operation at 
the end of June (sacking 90 staff), the bank 
said that it had never been its real intention 
to be a big force in British shares. If so, sBCI 
took the three years since its purchase of a 
British brokerage, Savory Milln, to admit 
The intervening uncertainty had cause 
wave of defections among demoralised ana- 
lysts, salesmen and dealers. 

At least the remains of the old Savory 
Milln are now high-class ones. The broker- 
age has long had a reputation—which it has 
not lost—for analysing and selling Euro- 
pean equities to continental European as 
well as British institutions. It deals in per- 
haps one-sixth of all European equities sold 
out of London. 

SBCI's chief executive, Mr Hans de Gier, 
sees that distribution arm as being essential 
for selling the new issues which he hopes wil? 
be generated by its pan-European invest- 
ment bank. At the moment such a bank is 
more ambition than fact. True, sBCI has 
small but successful local bases on the conti- 
nent, notably in Holland (Mr de Gier's 
homeland) and in France, where it owns 
Banque Stern, an old-established corporate- 
finance house. But SBCI is weak in poten- 
tially the biggest European market, \ 
Germany. And, as yet, its M&A operatiuus 
have barely begun to pull together for cross- 
border business. A model for what it should 
be doing more of is the share swap it helped 
arrange last year between a Dutch publish- 
ing house, Elsevier, and Pearson, a British 
group (which indirectly owns part of The 
Economist). 

Unlike Union Bank, SBCI is adamant 
that it needs not a beefed-up London head- 
quarters but local bases to establish a reputa- 
tion in Europe for corporate finance. That 
seems sensible. In Spain and in Italy, it is set- 
ting up, or has bought into, parallel houses 
to hand out corporate advice and under- 
write clients’ issues, and to invest the bank’s 
capital in likely-looking deals. This kind of 
investment is what Wall Street’s bankers 
have increasingly done in the past four 
years, and what European banques d'af- 

faires were used to doing in the nineteenth 
century. 
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The shadow that hangs over Mr de 
Gier's plans is SBCI’s relations with its com- 
mercial-bank parent. Since sBCi's London 
arm started to hurt following the stockmark- 
et crash of October 1987, Swiss Bank Cor- 
poration's head office in Basle has held it 
closer. This year, SBCI’s subsidiary status was 
removed so that London became a mere 
branch of the bank. SBCI's treasury men and 
fixed-interest traders have welcomed the 
move, since it means that they can call on 
the bank's huge balance sheet to back their 
judgments on market movements. 

Other managers doubt the commercial 
bank's investment-banking resolve. They 
fear that their independence is being under- 
mined. It has not helped that Mr Andrew 
Large, the former SBCI man who was meant 
to beat the firm's drum at Swiss Bank's 
headquarters, has announced he will leave 
when his contract expires next year. 


T nk-training 

iBS feels it made a mistake in London, it is 
that it did not take a firm grip soon enough 
on its wayward charge, Phillips & Drew (a 
view shared by most of its London employ- 
ees). But after former managers of the bro- 
kerage lost £48m during the crash—includ- 
ing £21.5m from a 4.996 stake in Blue 
Arrow, whose September 1987 rights issue 
is currently the subject of an inquiry by the 
Department of Trade and Industry—UsBS 
could bear no more. 

It put a member of the UBS executive 
board, Mr Rudolf Mueller, in charge of the 
{irm and set about revamping Phillips & 
Drew's back office and management ac- 
counting. This spring Mr Mueller moved 
Phillips & Drew's 1,000-odd staff to the new 
Broadgate complex and merged them with 
the 300 staff from UBS Securities, the bank's 
Euromarket arm. The new operation in- 


Mueller boosts aoe: 
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cludes a 350-strong "logistics" department, 
which, for instance, deals with the firm’s 
electronic data-processing. That depart- 
ment is larger than the whole of most Lon- 
don firms’ securities departments. 

Swiss overkill? Maybe. But what UBS 
Phillips & Drew lacks in profit, it makes up 
for in strategic clarity. Mr Mueller gives the 
firm five years to become not only a profit- 
able top-notch securities house (its British 
equity research is already rated fourth 
among brokers by institutions) but also a 
pre-eminent European investment bank 
providing a range of services to corporate 
clients: M&A advice, financing, and finding 
institutions to invest in their paper. 

Mr Mueller’s clear-headed determina- 
tion, and the mandate he has brought from 
Switzerland, has done wonders to morale in 
London, if partly because few employees at 
other City firms can be surer of their jobs. 
But two doubts remain about UBs Phillips & 
Drew's expensive strategy. The first is that it 
has only just started on the route to estab- 
lishing a strong corporate-finance presence 
in Europe, and may take many more than 
five years. The second is that the kind of 
market share it currently boasts in, eg, Brit- 
ish equities, may—given competitors' low 
costs of entry into today's securities busi- 
ness—be no guarantee of future profit, even 
if trading volumes do climb back to 1987’s 
levels. Put another way, intermediation may 
be a thing of the past. 


Would you Credit it? 


Up until 1988, when Japan’s investment 
banks came to the Euromarkets with waves 
of equity-warrant issues, CSFB had domi- 
nated the Eurobond market almost from the 
firm’s birth in 1978. First Boston, an Ameri- 
can investment bank, provided a blue-chip 
list of corporate clients who wanted to issue 
paper in London’s Euromarkets; Crédit 
Suisse had the Swiss investors hungry for 
the paper. Yet CSFB soon became a force in 
its own right. The fact thar it then lacked a 
natural financial hinterland kept it on its 
toes, and it thrived by pioneering the use of 
new Euromarket products. 

Until late last year, Crédit Suisse owned 
60% of csrB and First Boston the other 
40%, while CsFB in turn owned 40% of First 
Boston. But as financial markets became 
more international during the 1980s, so turf 
battles grew between First Boston and CSFB, 
particularly in Japan and continental Eu- 
rope. In 1987 First Boston lost hundreds of 
millions of dollars trading complex debt se- 
curities, and its reputation was further bat- 
tered by the defection of star M&A men to 
form Wasserstein, Perella. Crédit Suisse 
then had its chance (effectively) to buy First 
Boston on the cheap, and resolve the turf 
battles at the same time. 

Under the restructuring last autumn, a 
new holding company, Cs First Boston, was 
formed under which First Boston and CSFB 





Rudloff returns 


had theoretically equal status. In practice, 
CSFB men run the show. Crédit Suisse now : 
holds 44.596 of the new company (Ameri- 
ca’s Glass-Steagall act stops it owning more), - 
managers of the firm hold 2596, with the re 
mainder taken up by a group of passive in- | 
vestors, including some Japanese. Mr Hans- 
Joerg Rudloff, a man who helped build cCsFB 
into a powerhouse during its heyday, 
turned from a stint at Crédit Suisse to head 
up in London. k 
Mr Rudloff might have hoped the for- 
mer tensions between First Boston and CSFB- 
men in Europe would be resolved—because — 
all the senior staff were now working for the 
same firm, sharing the same basis for remu- 
neration. That did not happen. Some First. 
Boston men disliked being put on a par with 
their wilder Euromarket brethren. They 
took their money and ran. Two weeks ago 
Mr Rudloff lost First Boston's managing di- 
rector of international mergers in London, 
Mr Anthony Freeman; its three-man corpo- 
rate-finance team in Spain has defected to 
Britain’s S.G. Warburg; and a bunch of First 
Boston financiers on the continent have 
joined Wasserstein, Perella. M. 
Given that cut-throat Eurobond new is- 
sues have not earned CSFB a penny in the 
past three years, and that its distance from 
its parent, Crédit Suisse, prevents it from 
tapping that bank's balance sheet to earn 
much money by trading for its own account, 
CSFB must learn to make its money in future 
from European M&A. With that in mind, 
CSFP-Effectenbank in Frankfurt, a cumber- 
some joint-venture between CSFB and Crédit 
Suisse, has been split. That should give 
Effectenbank's corporate financiers more 
freedom. CSFB is also strong in Amsterdam. - 
But the recent defections are hitting its 
southern flank. ^: 
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Thé hacker's return 


CAMBRIDGE, MASSACHUSETTS 


R RICHARD STALLMAN, one of 
America’s best computer program- 
mers, exaggerates only slightly when he calls 
himself the last survivor of a dead culture. 
He is one of the few remaining “hackers” (in 
the original sense of the term: a man de- 
| to the co-operative enterprise of com- 
. 2g, to the point of excluding normal so- 
cial and working life). For much of the time 
he lives in what is little more than a cup- 
board in the Massachusetts Institute of 
Technology's artificial- intelligence labora- 
tory, listening to gamelan music, espousing 
radical causes, but most of all writing pro- 
grams. To put it mildly, he is no yuppie. 

Such men made the computer industry 
possible. Then it left them behind. Now 
most programmers write to make their for- 
tunes, and are employed by companies that 
guard their work to protect it from competi- 
tors. They work in an industry that Mr 
Stallman regards as wicked. Do not scoff yet. 
He is fighting back for the hacker ethic— 
and enjoying some success. 

His main complaint against the software 
business is that competition and the desire 
to maximise revenue breed secrecy, which 
ends up being bad for consumers. To see 
how, consider how a program is written. A 


THE ECONOMIST JULY 15 1989 





programmer writes "source code”, which is 
translated into a form that only computers 
can understand before it is distributed for 
use. To adapt and improve a program, a user 
would have to alter the source code. For 
most commercially available programs, the 
user cannot do this because the source code 
is kept secret. If it were not, a user might 
recreate endless copies of the program and 
sell chem himself or distribute them free. 
Other software houses could make small 
changes and market the new product as 
their own. One consequence is that users 
cannot iron out problems by themselves; 
they have to wait for the software house to 
issue an improved version. Neither can they 
customise programs to suit themselves. 

In the early days of computing, the pio- 
neering hackers who built the foundations 
of today's programs and systems shared 
their knowledge. Working mainly in univer- 
sities, they built on each other's achieve- 
ments, swapping tips via electronic mes- 
sages. Their only concern was to improve 
the programs, for the sake of users. They 
were not saints; they just loved computers. 
Mr Stallman's Free Software Foundation 
works the same way. 

He shadows and second-guesses writers 
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of commercial software, creating programs 
that do the same jobs—which, even his de- - 


tractors are forced to admit, he is more than 1 


clever enough to do. Then he gives them 


away complete with their source code. His — 


electronic mailbox acts as a clearing house 
for perpetual improvements. But his pro- 


grams are not placed in the public domain: if — 


they were, anybody could copy them and. 
then sell them without the source code, thus — 
defeating the object of free software. They | 
are issued under a form of copyright— 


known as "copyleft"—Uwhich obliges users _ 
to distribute source code for no more than ~ 


the cost of reproducing it. 


Mr Stallman's main project is to create a 


software system, known as GNU (which 
stands for "GNU's Not Unix”), that will be 
distributed freely to users. In effect it will be 


a version of the Unix operating system— — 
which is beloved by programmers and scien- — 


tists, and is now making its way into the 


business world. So far Mr Stallman has cre- 


ated an editing program, EMACS, based on 
an earlier (and widely used) version he wrote - 
in the 1970s; a “debugger” 
for ironing out programming problems; and | 
a compiler, which translates a programmer's — 
source code into instructions a computer | 
can follow. The new NeXT computer, pro- - 
duced by Mr Steven Jobs, one of died 
founders of Apple Computer, comes with - 
all three. 


America and elsewhere are sufficiently inter- 
ested in what GNU might do for their cus- 
tomers to support the Free Software Foun- 
dation. The foundation has just received. 


$100,000 from Hewlett-Packard and de 


same amount anonymously from a British | 
company. These and other grants have en- 
abled Mr Stallman to hire 12 full-time pro- 
grammers for the GNU project. 

There may be a legal problem for him 
around the corner. Later this month a judge. 
in San Francisco will hear Apple Comput- 
er's claims that Hewlett-Packard and Micro- 
soft, a software company, have infringed its 
copyrights on "user interfaces" —in effect, - 
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Several other computer firms in Japan, — P 
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the look and feel of programs. The interface | 


used by Apple and others, which lets users - 
pick commands on a menu by moving point- 
ers towards them, is such a good and easy — 
idea that it is becoming standard on all sorts | 
of machines. If Apple establishes a right to 
own the look and feel of a computer prod- 
uct, Mr Stallman may be in trouble. Part of 
the point of GNU is that its components look. 
and feel like familiar programs. 
Hewlett-Packard claims that look and | 
feel can barely be defined, let alone pro- | 


tected by copyright—and are thus rather . 
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Research Centre and at universities. Apple 
ems unlikely to win. - | 

.. If the law does not stop Mr Stallman, 
ill human nature? Nobody doubts that his 
Operative approach is the most efficient 
ay to produce good software— provided 
ough people join in. The question is 
hether enough programmers will be pre- 
pared to work for much less money than 
ey get now. They would have to exist on 
ants, university jobs and by providing mis- 
llaneous services for computer users. Mr 
allman cites the fact that there used to be 
enough willing hackers to build the com- 
iter business, so there could be again. If 
ftware were free, and there were no riches 
¿be made, the hacker enthusiasts would 
ow their hair once more. His answer is as 
Ogical as it is idealistic. 

Still, some developments in the com- 
ter industry may work to his advantage. 
omputers become more widespread and 
ore powerful, their applications become 
ore diverse. This means that programs will 
longer and more labyrinthine. It may 
e large, co-operative groups of informed 
ers to maintain and develop them. 
There may be room for compromise. 
One idea suggested by Mr Richard Green- 
 blatt, a former colleague of Mr Stallman’s, is 
that programs should be sold, but with their 
Source code made available. A co-ordinating 
team could then keep modifying programs 
as better ideas came in. A programmer 
ould be paid according to how many of his 
lines of code survived the competition and 
or how long. The administration involved 
ould probably be too burdensome, but the 
lea may be a step in a promising direction. 





halidomide 
A brighter side 


"HALIDOMIDE has had one reversal of 
fortune already. From the mid-1950s 
ntil 1961, apparently safe and non-addic- 
ve, it was a popular sleeping pill and seda- 
ve which was happily sold in 46 countries. 
| 1961 its latent horrors became apparent: 
was discovered that 12,000 deformed chil- 
ren—10,000 of them in West Germany, 
here the drug was invented—owed their 
h defects to the fact that their mothers 
ad taken thalidomide while pregnant. It 
ecame the most infamous of all modern 
rugs. Now the leper among drugs is making 
comeback as a drug for lepers, and perhaps 
for some others. 

It was in Israel that the good side of tha- 
domide first emerged. In 1965 a dermatolo- 
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been given as a sedative to six of his leptosy 


gist reported that thalidomide, which 1a 


patients, turned out to be a remarkably ef- 
fective treatment for a particularly nasty 
type of skin lesion and for the fever and ma- 
nia that come with it. That led to several 


large-scale tests of the drug, including one - 


by the World Health Organisation. It soon 
became the standard treatment (if you can 
get it) for such rare complaints—unless the 
patient is a woman of child-bearing age. — 

Dr Robert Hastings, who researches 
into leprosy for America’s Public Health 
Service (PHS) in Carville, Louisiana, says no 
serious side-effects have emerged after 20 
years of using thalidomide to treat more 
than 1,000 leprosy patients in the pHs. Some 
320 PHs patients are taking it now. Other re- 
search suggests that it may also be useful for 
treating some cases of joint inflammation 
and pain in rheumatoid arthritis. But drug 
companies are not falling over themselves to 
study it. 

The drug is difficult for doctors to get 
hold of. The pHs has made its own for the 


past two years; there have been a few — 


supplies—of mixed quality—from a factory 
in Brazil; Chemie Gruenenthal in West Ger- 
many, the original manufacturers, stopped 
making it in 1985, because it was afraid of 
liability lawsuits. But venture capital is com- 
ing to the rescue. Pediatric Pharmaceuticals, 
a new company in Edison, New Jersey, will 
apply to America's Food and Drug Admin- 
istration (FDA) later this year for permission 
to market thalidomide. That will mean 
plenty more clinical trials and investigations 
first—and perhaps wider uses for thalido- 
mide later. If the application succeeds, the 
company will enjoy seven years of exclusive 
rights to the drug in America under the 
FDA's "orphan-drug" legislation, which is 
designed to encourage the production of 
drugs for small markets. 

There were no thalidomide babies in 
America, because America was one of the 
few developed countries not to approve the 
drug. The fact that the FDA refused an appli- 
cation to license it in 1960 is often held up as 
proof of the wisdom of America’s strict rules 
for pharmaceuticals. Yet the FDA never sus- 
pected that thalidomide could cause birth 
defects. It was turned down because of con- 
cerns that it would cause some tingling and 
numbness in the fingers and toes. Accord- 
ing to Dr Kenneth Kaitin of the Centre for 
the Study of Drug Development at Tufts 
University in Boston, it is unlikely that the 
FDA's tests could have uncovered the dan- 
gers it poses to human foetuses. It is known 
to produce birth defects in only two other 
species of animals, so it could well have 
passed the standard animal tests. It was for- 
tunate that the FDA did effectively ban it, 
since otherwise it would have reached preg- 
nant women. But there may be little reason 
for anybody else to be wary of it. 
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HEN the earth was formed, 4.6 bil 

V V lion years ago, its atmosphere proba- 
bly consisted of methane, ammonia, water 
vapour and carbon monoxide. Oxygen, 
needed by the animal life that evolved later, 
is conspicuously absent from the list. Rocks 
suggest it became a permanent feature of the 
atmosphere only 2.4 billion years later, 
when photosynthetic bacteria used sunlight 
to make it out of carbon dioxide. Did any 


more complex organisms precede the mi- 
ctobes? If so, h 


now did they survive? — — — 
. À few answers are emerging. The first 
lead came in 1979. A deep-sea diving expe- 
dition. off the Galapagos Islands found 
groups of primitive clams, mussels and tube 
worms living on the ocean floor. They v 








clustered around seeps and hydrothermal 
vents—fractures in the earth's crust from 
which pressurised gases such as methane 
and hydrogen sulphide escape to the sur- 
face. These creatures lay at a depth of some 
two miles, where light cannot reach. 
Understanding how they survived 
meant understanding the food. chain 
around seeps. At the start of the chair 
bacteria, which the primitive animals ca. 
These bacteria do not seem to be like any 
others. Though there is no direct evidence, _ 
some people think that they use methane es- ~ 
caping from faults in the earth as a source of 
carbon and energy, and that they can 
“breathe” dissolved sulphates instead of ox- 
ygen. The products of this exotic chemistry, 
a process known as chemosynthesis, are 
thriving bacteria and carbon dioxide. 
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/.— SCIENCE AND TECHNOLOGY 
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. Like their modern descendants, it seems 
_ they also consisted of clams, worms, and 
 mussels that lived on the ocean floor. 

. .. To prove that they survived by eating 
_ chemosynthetic bacteria, Dr Roy Krouse of 

. the University of Calgary analysed carbon 
found in the rock deposits surrounding 
- fossilised remains. When such bacteria use 
methane, most of the carbon dioxide pro- 
duced is deposited as carbonate in rocks on 
the sea bed. Dr Krouse analysed carbonate 
from the fossils using a mass spectrometer, a 
- device that measures the relative abundance 
. of different-sized fragments after bombard- 
ing molecules with electrons. 

Two naturally occurring forms of car- 


psc opinion is notoriously fickle. 
Cold fusion came into the spotlight 
for a week or two, only to be pushed off- 
stage when the arguments became too 
- || complicated. Science has always enjoyed 
|| such a fate: it plays to an audience that it 
|| both fascinates and baffles. A survey, pub- 
lished last week in a British journal, Na- 
ture, reveals that people consider science 
to be of the utmost importance. Unfortu- 
nately, they do not understand it. 

The study was undertaken last July by 
a team at the University of Oxford's de- 
partment for external studies. It quizzed 
2,000 British adults on their understand- 
ing of science and on how much interest 
they took in news about science, medicine 
and technology. In a list of newspaper 
headlines, science articles were pitted 
against the likes of television soap-opera 
gossip, bank robberies and drug dealing. 
Perhaps surprisingly, people said they 
were most likely to read articles about 
heart disease, AIDS cures and river pollu- 
tion. Politics and sport were consistently 
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bon are carbon-12 and carbon-13. Each has 
a different mass, and so can readily be distin- 
guished by a mass spectrometer. The rela- 
tive concentration of the two different car- 
bons gives clues to their biological origins. 
Dr Krouse found levels of carbon-13 to be 
very low in his Arctic carbonate samples. 
This fits the theory that the carbon in the 
rock is derived from methane, not from car- 
bon dioxide (as it would be if the bacteria 
were photosynthetic). 

The discovery has implications not only 
for the origins of life on earth, but also for 
the types of life that might exist elsewhere. 
Many planets have little or no oxygen in 
their atmospheres, or are too far from a sun 


less popular. In the whole field of current 
affairs, medical discoveries evoked the 
most interest by a wide margin. 

So much for good intentions. The sur- 

vey went on to see whether they led to the 
acquisition of knowledge. They didn’t. 
@Only 34% of Britons know that the 
earth goes around the sun (rather than 
vice versa) and that it takes a year to do so. 
Almost one-fifth are presumably busy 
nailing their furniture to the floor as they 
imagine themselves hurtling around the 
sun once a day. And they are confused 
about what the universe is: given a list 
comprising solar system, galaxy, earth, 
universe and sun, only 53% thought that 
the universe was the largest item. Some 
7% thought the earth was. 
@Asked if nuclear-power stations cause 
acid rain, almost half the respondents said 
yes, and only 34% knew that they did not. 
(Acid rain is the result of emissions of 
sulphates and nitrates into the atmo- 
sphere when fossil fuels are burnt.) So 
much for environmental awareness. On 
the other hand enough people have read 
articles about the ozone layer and ultra- 
violet radiation from the sun to realise 
that sunlight can cause cancer. 

The views on nuclear-power stations 
do not say much for the quality of public 
debate about pollution and sources of en- 
ergy. Some people seem unworried by ra- 
diation: 13% think that radioactive milk 
can be made safe by boiling it. 

@Most people believe that viruses can be 
fought with antibiotics. Presumably they 
think that doctors refuse to prescribe 
them for influenza out of cussedness. 

@Another question asked participants to 
describe what it means to study something 
scientifically. Only half were able to give 
any answer; a meagre 13% mentioned ex- 
periments or theories. But a sensible 
three-quarters disagreed with the idea 
that “all of today’s scientific theories will 











for photosynthetic organisms to survive. 
That used to be taken as a sign that a planet 
had no life—an assumption which may be 
wrong. Back on earth, the remains of life 
around ancient seeps may play a more prac- 
tical role. Seeps are good indicators of oil 
and gas deposits beneath the sea-bed. 

If these collections of creatures have ex- 
isted for so long, it is surprising that no evi- 
dence of them has been found before. Dr 
Beauchamp thinks that such communities 
have indeed been found, but that they have 
not been recognised for what they are. Per- 
haps some reefs, he speculates, are really 
remnants of them. 





Heart disease, AIDS cures and river pollution 


still be accepted in 100 years’ time.” So at 
least they realise that scientists do not 
know everything either. 

Some consolation may be found in the 
fact that almost everybody knew that hot 
air rises, that the centre of the earth is 
very hot, and that a body-builder's chil- 
dren will not inherit his over-developed 
physique. And it may be a sign of healthy 
scepticism towards technology hype that 
more people say they would read an article 
headlined "FA Cup Winner's Surprise" 
than "Robots For Housework Soon.” 

In spite of the generally disappointing 
results, the survey’s authors are optimistic 
that the state of public ignorance can be 
reversed. Expressing an interest is at least 
a start. There are already signs that the 
young are better informed than the old. 
For the moment, though, there are no 
easy solutions. One finding that ought to 
worry scientists more than eccentric views 
of the universe is the fact that a quarter of 
voters agree that “new technology does 
not depend on basic scientific research”. 








THE ECONOMIST JULY 15 1989 


Ev 






MENT T PTS | 


Our customers’ wishes have top priority. 


Wafthansa | 


The secret of success is quite 
simple. Our customers’ wishes 
have top priority. So that we 
don’t forget this, but always act 
according to this principle, we 
have placed this recipe for suc- 
cess at the beginning of our 
company guidelines. And as 
long as Lufthansa exists, this is 
how we will act. Our customers 
insist on thoroughness and re- 
liability. We offer you one of the 
world’s most modern air fleets. 
And the training of our person- 


co 





nel is considered exemplary 
throughout the world. Our 
customers agree with us that 
there is a bit more to a good 
flight than just a good flight. We 
offer more: all over the world, 
you have the opportunity to 
travel not only Business Class 
or Tourist Class, but also in our 
exclusive First Class. But 
however you decide, you'll 
meet the same friendly service 
in every class. Because that's 
the way you want it. 


Lufthansa 
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FOR THOSE WHO HAVE ACCESS TO 
THE FINER THINGS IN LIFE. 
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HOTELS 
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Its where you go when youve arrived. 


FOR THE UNCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE 
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Full in the panting heart 


ot Rome 


A THIEF IN THE NIGHT. By John Cornwell. Viking; 301 pages; £14.95. To be published in 


October by Simon & Schuster 


THE SECRET WorLD OF Opus Del. By Michael Walsh. Grafton; 219 pages; £15.95. To be 


published in America by Harper & Row 


VICARS OF CHRIST: THE DARK SIDE OF THE PAPACY. By Peter de Rosa. Bantam Press; 483 
pages; £14.95. To be published in America by Crown Publishers 


T) OPE John Paul I died suddenly on Sep- 
tember 28 1978, only 33 days after his 
prise election as successor to Paul VI. Al- 

most immediately, rumours began to circu- 


late that the popular, ever-smiling Papa 
Luciani had been murdered. In 1984 a 


hugely successful book by David Yallop, “In 


the Name of God", attempted to prove that 
the Pope had been poisoned, possibly by se- 
nior Vatican prelates, to stop him ordering 
an investigation into their financial 
malpractice. The name most frequently 
mentioned was that of Archbishop Paul 
Marcinkus, the tough, Lithuanian-born 
American prelate who was until recently the 
head of the Vatican bank. 
. The idea that Papa Luciani was 
murdered is disposed of brilliantly, 
and fairly conclusively, by John 
Cornwell, a British journalist and 
crime writer. His book is based on ex- 
haustive research conducted, unusu- 
ally, with Vatican permission; it con- 
tains taped interviews with most of 
key witnesses, including Arch- 
vishop Marcinkus. The main conclu- 
sions of the book, which reads like a 
first-class thriller, are that the Pope 
died a natural death of pulmonary 
embolism; that there never was a 
murder plot, though some of his staff 
may have covered up their own negli- 
gence; and that Curia officials, al- 
though not guilty of murder, may 
have contributed to the Pope’s death 
by their incompetence. 

Mr Cornwell has found that it 
was Sister Vincenza, the Pope’s 
housekeeper, who discovered him 
dead on the morning of September 
29th, and not Mgr Magee, his private 


statement claimed. That statement 
was the origin of the first suspicions 
about how the Pope had died. The 
body was found at 5.30am, not at 
4.45am as Mr Yallop had claimed (the 


extra hour being used, of course, to remove 
the evidence of murder). Perhaps most im- 
portant, the Pope had complained of strong 
chest pains the day before he died. The sec- 
retaries knew about it, but did nothing; and 
the Pope himself, feeling totally inadequate 
for the awesome job thrust upon him, may 
have acquiesced in his own death. 

The book paints a vivid and utterly con- 
vincing picture of intrigue, rivalry, 
disorganisation, incompetence and hypoc- 
risy. Intriguingly, Archbishop Marcinkus 
himself comes out of it rather well. A senior 
FBI agent in Italy, now retired, calls the arch- 
bishop “a good priest of the old-fashioned 











kind" who had had a raw deal. Mr Cornwell 
grudgingly concurs, taxing the archbishop 
only with a “certain ethical insensitivity” to- 
wards Italian business practices. 3 

A touch of the glasnost that assisted WN r 
Cornwell could also help Opus Dei, a - 
controversial international Catholic orga- 
nisation somewhere between a lay associa- 
tion and a religious order. Michael Walsh, a 
former Jesuit, calls Opus Dei a "sect" in his - 
well-researched and readable study, but this — 
is wrong: the organisation is an officially ap- — 
proved body in good standing with the Holy 
See, though not with a number of bishops. — 
Liberals see it as a dangerous right-wing rival — 
in the present struggle for ideological con- | 
trol of the church, and they are right. Opus - 
members are three times as numerous as Je- 
suits and are doing many of the things the — 
Jesuits used to do, such as conducting the 
apostolate among the young ("fishing") in. 
universities and schools. But what is this. 
passionate proselytising for? 

From Mr Walsh's book, largely based 
on the testimonies of ex-members, it is clea 
that Opus Dei goes in for a rather inte se 
Latin-flavoured spirituality, with a strong 
emphasis on the mortification of the flesh. 
One of its features is a certain “elitism”, out 
of fashion since the Second Vatican Coun 
cil; indeed, as the author suggests, the 
whole order may be past its peak, aH 
though the need for spiritual forma- 
tion within an orthodox framework : 
remains. | 
Mr Walsh's book concludes, too - 
sternly, that Opus Dei “is not merely, 
as a sect, less than Catholic. It is less 
than Christian." Peter de Rosa's 
book, too, is about conduct unbe 
coming to Christians: an exposé of 
the sins of the church. The author left 
the priesthood in 1970 after a clash 
with Cardinal Heenan; a few year: rs 
ago he wrote a delightful television se- 
ries about the life of a London parish 
priest before the Second Vatican 
Council. His book is in a different 
vein, heavily reliant on writers such as 
Ignaz Dóllinger, who founded a schis- 
matic Old Catholic church in 1870, 
and Henry Charles Lea, an American 
historian of the church's practice € of 
celibacy. Mr de Rosa gives much lur: 
detail about the abuse of the confi 
sional for sexual soliciting, for exam- 
ple, or for flagellation. All this ma 
provide him with material for an- 
other television series; but it is a sad 
book, strongly redolent of a need for 
self-justification. 
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E Financial scandal 
~ Quoth the mynah, 
A “Nevermore” 


T THE FALL or THE House or HUTTON. By 


"s 


— Donna Sammons Carpenter and John 


= Feloni. Henry Holt; 322 pages; $19.95 
2 l5 book should banish for ever any 


lingering doubts that financial markets, 
. even in an era of liberalisation, need vigilant 


policing. After complaints from a handful of 


small country banks in 1982, E.F. Hutton, 
‘one of the oldest and biggest stockbroking 
.. firms on Wall Street, was caught systemati- 
— cally “kiting” cheques. This practice—de- 
liberately overdrawing one bank account (il- 
legal in America) and then depositing the 
- worthless cheque in another bank to collect 
- the interest—is the kind of scam popular 
with dishonest used-car dealers, but hardly 
— what is expected from a pillar of the finan- 
— Cial community. Catching Hutton at cheque 
=~ kiting was rather like discovering James 
— . Bond robbing an all-night delicatessen. 
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— [n the 1970s Hutton had been one of 


the fastest-growing and most profitable 
firms on Wall Street, brilliantly weathering 

_ the tumultuous changes in the industry. The 
- firm's plea of guilty in 1985 to 2,000 counts 
—. of mail and wire fraud began a three-year 
- Slide to oblivion that ended only when it was 
= unceremoniously gobbled up by Shearson 


Lehman, the investment-banking arm of 


_ American Express. Judging from this de- 
- tailed record of how Hutton drifted and 
then collapsed in the 1980s, it is difficult to 
understand its earlier success. 
E The man who led the firm through both 
.. prosperity and ignominy was Robert 
—  Fomon, an unsavoury individual who kept 
- jin his office a pair of mynah birds that 
_ screeched “Shit, shit, shit!" A heavy-drink- 
ing womaniser, Mr Fomon broke his leg 
__ while trying to take his trousers off and, just 
. as Hutton's problems with federal investiga- 
- tors multiplied, was forced to direct the 
— company from his bed for two months. 
3 Investing millions in a lavish pink mar- 
- ble headquarters building in Manhattan, 
Mr Fomon spent much of his time on inte- 
. rior decoration while Hutton lurched from 
. crisis to crisis. He ran the firm, in good times 
- and bad, like a fief. When asked by a con- 
-  gressional committee investigating the 
cheque scandal to produce an organisation 
. chart, Mr Fomon, the head of a company 
= with 17,000 employees, hastily ordered 
— subordinates to concoct one from scratch. 
2 The rest of Hutton's top managers come 
_ off little better. For years, according to this 
account, they spent their time at an endless 
= series of inconclusive lunches, dinners and 
. meetings, apparently paralysed by the com- 


—. pany's mounting problems. A vast cast of 
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colourless characters show themselves adept 
at passing the buck and negotiating their 
own pay and severance "packages", but 
comically incapable of coming up with a 
business plan. After ploughing through this 
dreary tale of finger-pointing, it is possible 
to understand how the numerous federal, 
congressional and legal inquiries all failed to 
identify who, exactly, devised or authorised 
the cheque-kiting scheme. 

Was Hutton especially mismanaged, or 
were its problems all too characteristic of the 
financial-services industry? Unfortunately, 
the authors miss every opportunity to put 
the firm's woes in context. What they make 


Arnold Toynbee 


The tree as a whole 
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clear, inadvertently, is that Hutton—like 
most of its surviving competitors on Wall 
Street—was at best a makeshift affair, an ad 
hoc alliance between commission-driven 
brokers, highly paid managers and securities 
traders whose job it was to make a quick 
buck. Quite rightly, none of these groups 
felt veneration for Hutton traditions be- 
cause the firm, founded only in 1904, did 
not have any. It is to disguise this fact that 
brokers and banks call themselves “‘institu- 
tions" and favour monumental architec- 
ture. And it is precisely why they need occa- 
sional visits from a policeman to help keep 
them on the straight and narrow. 
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ARNOLD J. TOYNBEE: A Lire. By William McNeill. Oxford University Press; 346 pa 


$24.95 and £16.95 
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D APRIL the centenary of Arnold Toyn- 
bee's birth was celebrated with solemnity 
and panache in Japan—a country where 
once this wise man from the West had lec- 
tured on "Mankind's Future" to the Em- 
peror Hirohito and his ministers in the im- 
perial palace. In the land of his birth, 
Toynbee's centenary passed unnoticed. 
Some explanation of this contrast is 
supplied by William McNeill's biography. 
Mr McNeill is the author of several works 
which treat human history, as Toynbee did, 
on a global scale. In this, his first venture 
into biography, he convincingly relates 
Toynbee's work to his times, and he can- 
didly draws attention to the contrasts be- 
tween Toynbee's life and his teaching. 
Toynbee found his vocation in child- 
hood, and in his early 20s could confide to a 
friend that he wanted to be “a great gigantic 
historian". He had crowned a distinguished 
academic career at Winchester and Oxford 





by becoming a fellow of Balliol at the age ot 
22. During the first world war he worked in 
political intelligence, and he served on the 
British delegation to the Versailles peace 
conference in 1919. It was around that time 
that he experienced a sense, as he put it 
later, of being “in communion not just with 
this or that episode in history, but with all 
that had been, and was, and was to come.” 

A preliminary plan for a history of man- 
kind was sketched out in 1921. Toynbee 
wrote it in his leisure hours (when he was 
not working at Chatham House), and the 
first three volumes of *A Study of History" 
appeared in 1934. Reviewers praised it, and 
by the time Volume X was published, in 
1954, Toynbee had become a world figure. 
He was the most celebrated English intellec- 
tual since Darwin and his work was more 
widely read than that of any other historian 
who has ever lived. 

There were three reasons why Toyn- 
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bee’s work was so little regarded by his coun- 
trymen. One of them was aesthetic. Toyn- 
bee was no stylist, and reading the ‘ Study" 
is like wading through a bog. More impor- 
tant, the whole drift of his work ran counter 
to prevailing historiographical fashion. The 
trend was to specialisation, knowing more 
and more about less and less. Toynbee's 
friend and contemporary Lewis Namier, a 
master of the new tendency, once said to 
him, "You try to see the tree as a whole. I try 
to examine it leaf by leaf.” Toynbee was 
aware of the dangers of specialisation, which 
has brought historical study to its present 
crisis; “A Study of History" is, from one 
perspective, a manifesto warning of these 
dangers. But the immediate future lay with 
the specialists. 
A deadlier weapon still was mockery, 
and it was employed with devastating effect 





by Hugh Trevor-Roper in a notorious arti- 


cle, "Arnold Toynbee's Millennium”, in 

7. The attack was intemperate and ill- 

nered, but it was also witty and, like all 
good caricature, credible as a version of its 
subject. Toynbee's British reputation never 
recovered. How his shade must have re- 
_joiced when, many years later, Mr Trevor- 

qe himself became an object of mockery 
when he “authenticated” the forged “Hitler 
Diaries”. 

The human cost of Toynbee’s world- 
wide celebrity was much personal anguish. 
His workaholic habits impaired relations 
with his family. His marriage to the wilful 
Rosalind Murray was subject to severe strain 
ftom the first and ended in misery. (It was 
she who referred to the "Study" as his 
"Nonsense Book".) Toynbee’s work also 
brought out unattractive strains in his char- 
acter. The straitened circumstances of his 
childhood made him throughout his life 
neurotically worried about money: rich as 
well as famous in his later years, he remained 
“almost pathologically grasping” in his deal- 

;. He preached the virtues of humility, 

. was subject to overweening vanity: he 
compared himself to Dante and Thucydi- 
des. He coveted the Order of Merit and felt 
slighted when he was made merely a Com- 
panion of Honour. 

Avaricious, conceited and petty; de- 
rided by the intellectual establishment for 
assuming the mantle of a prophet; a disas- 
trous husband and father: all this, and more, 
might be said in criticism of Arnold Toyn- 
bee. And yet "A Study of History’’—despite 
its style—contains many fresh insights as 
well as an extraordinary range of reference. 
It proposes a supra-national history and 
convincingly urges the  perils of 
Eurocentricity: humane and worthy intellec- 
tual ideals. Toynbee's readers may disagree 
with him, but they are forced to reflect and 
to argue. William McNeill's admirable bio- 
graphy should help to ensure that Toynbee 
is taken with the seriousness he deserved. 
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Israel 


One man's myths 


FACTS AND FABLES: THE ARAB-ISRAELI CON- 
FLICT. By Clifford A. Wright. Kegan Paul 
International; 239 pages; £25 


did Arab refugees leave Palestine? 

Because the Jews chucked them out. Is 

Israel a democracy? No, because Israel calls 
itself a Jewish state and “no state that speci- 
fies its existence on race, religion or ethnic 
purity can be considered a democracy”. Is 
Israel racist? Naturally: it discriminates 
against its Arab population. Is Israel's exis- 
tence legal? No, because the United Nations 
in 1947 had no right to recommend dividing 
the country between Jews and Arabs. Did 
the Arabs invade Israel in 1948? How could 
they, when Israel did not then exist “as an 
established state with recognised bound- 
aries"? Was Israel in mortal danger in 1967? 
Don't be silly: Nasser's threats of invasion 
were merely “foolish bombast”. And so on. 
Unfortunately for this attempt to ‘‘de- 
mystify” the Arab-Israeli conflict, the pro- 
Palestinian author is not above a bit of mys- 
tification himself. Clifford Wright promises 
to expose numerous pro-Israeli "fables", but 
refuses to acknowledge anything honest or 
honourable in Israel's point of view. Most of 
what he says about the Arab-Israel conflict is 


true; but because it is not the whole truth it 


comes close to being false. 

It is, for example, true that most Arab 
refugees fled Palestine in 1948 because of 
Jewish military action, including atrocities 
and deliberate expulsions. Yet Mr Wright 
somehow conveys the impression that all 
this took place in a historical vacuum, not in 
the bitter opportunism of a bloody war. He 
draws much of his evidence from the work 
of an Israeli historian, Benny Morris, but 


Architecture's next step backwards 


Proportions of the shell 


"T HE dream of beauty cannot be 
crushed by the ugliness and brutality 
of our time even if we sometimes despair of 
its worth." These words are from a new 
book, ARCHITECTURAL COMPOSITION’, by 
Rob Krier, an eminent architect who works 


|. in London and has taught in Vienna’s Tech- 


nical University since 1975. This huge 
work—344 pages, more than 500 illustra- 
tions—might be considered as the third step 
in the evolution of a theory of architecture 
appropriate to the twentieth century. 

Le Corbusier's "Towards a New Archi- 
tecture" can be considered as the first step. 
Published in the 1930s, it encouraged archi- 
tects to forget about the historical styles of 
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conveniently ignores Mr Morris's main con- 
clusion: that the Jews of Palestine had “i 
overall plan to expel the Arab populatio a 
and in some cases urged the fleeing Palestin 
ians to stay. - 
Another example. Mr Wright says Lm el 
is not a democracy because it gives Judaisn 
special status in law. Really? Britain's bla 
phemy laws protect the beliefs of Christians 
only. Those laws do not vitiate Britain 
claim to be a democracy, though arguably 
they make it a less perfect one. Israel still 
universal suffrage, a multi-party system and 
a free press. To all but the blindly partisan, - 





That whiff of implausibility 

















that looks rather like a democracy. 

It would be silly to deny that Zionism, 
like any other nationalism, rests on the idea 
of national exclusiveness, or to absolve Is- 
rael of all blame for the tragedy that has be- 
fallen the Arabs and Jews of Palestine. But 
the essence of that tragedy is the stubborn 
refusal of each side to recognise the rights 
and aspirations of the other. This boo 
keeps the sad tradition alive. 


the past— particularly the nineteenth centu- 
ry—and to consider the miracles that, with 
technology, suddenly seemed possible. The 
ship, the aeroplane and the car were won: 
derful inventions: from these, said Le Cor- 
busier, the architect could learn. But wit vir 
a relatively short space of time architects 
had begun to realise that something was not 
quite right. Another theory was needed. 

“Complexity and Contradiction in Ar 
chitecture" appeared in 1966. For the first 
time, the theory of the Modern Movement 
was ‘questioned. The author was Robert 
Venturi, a distinguished American archi 
tect, better known today as the man who 
won the controversial competition for the 
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Gallery extension in Trafalgar 
re. Mr Venturi sought to redress the 
lance in architects’ views of history. Lu- 
fot example, was worthy of study, and 
things as decoration, colour and en- 
t could be applied again. Architec- 
hort, could become more humane. 
Krier’s “Architectural Composi- 
next step along the road. He, of 
sharp views on both Le Corbu- 
1 Mr Venturi. Of the former he says, 
Corbusier’s. comparison between the 
enon and an automobile was epoch- 
nonsense. These things cannot be 
ipared, just as one cannot compare 
Bach's music to Sachertorte.” As for Mr 
Venturi, "When we threw the classical Or- 
lers overboard, our entire understanding of 
omposition went with them . . . Venturi's 
sssay on complexity seems like an "April 











































Academy Editions; 344 pages; £29.95. 








MUSEUMS used 
to be decorous 
places, disturbed 
only by the settling 
of dust and by the 
buzz of flies round 
the — glass-caged 
EM buns in the cafete- 
a. It has not been that way in the past 
w months at the Victoria and Albert 
iuseum; nor has it at the Theatre Mu- 
um, the V&A's satellite in Covent Gar- 
den. The Theatre Museum is a disaf- 
ted, disorganised, unhappy place. It 
as founded two years ago with some ex- 
tement to house several fine theatre 
ections and to put on experimental 
lows on its own small stage; but it has 
iled either to advertise itself or to make 
self interesting. Management consul- 
tants (every museum's friend) projected 

iat it ought to pull in about 220,000 
people a year, but even in its first year 














Fool" to me, in which not even the simplest 
issues have been understood." Even if Mr 
Krier's book were uneontroversial in itself, 
which it is not, to wipe out Mr Venturi in 
this fashion seems bound to get the author 
into trouble. 

The significance of "Architectural 
Composition" lies in its decisive shift to- 
wards nature as a source. Refreshingly, the 
architectural student is recommended to 
study the human figure, described by Mr 
Krier as "the ideal harmonic form" for the 
master builder. He includes drawings of a 
horse, a greyhound, seashells and leaves, 
with the proportions carefully measured. Mr 
Krier quotes with admiration a great nine- 
teenth-century architectural theoretician, 


. Viollet-le-Duc, who reminded students that 


"the geometric precedence set by nature 
may guide [them] towards the abstract ge- 
ometry of building." 

Mr Krier admires some architects who 





only 63,000 turned up. 

The museum's curator, Alexander 
Schouvaloff, is now about to be called 
before a tribunal on accusations of in- 
competence. The woman who is calling 
him is Elizabeth Esteve-Coll, famous for 
her attempts to shake up and disestablish 
the curatorial staff of the v&A last Febru- 
ary. Mr Schouvaloff, like the v&A's cuta- 
tors, is a mild but intransigent man who 
has now been roused. He argues that, 
having been given little money and few 
staff, the parent museum was willing its 
offspring not to succeed; and he is pre- 
paring to sue Mrs Esteve-Coll for defa- 
mation of character. 

Behind the mutual bombast, it ís clear 
that the V&A would be pleased to be rid 
of the Theatre Museum. It is now study- 
ing at least six separate proposals to turn 
the museum over to business consortia — 
in effect, to privatise it—and transform 
the rather static displays into a Theatre 


. "achieved liberation by taking refuge in ge- 
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Schouvaloff thinks he feels it behind 


proaching . Tavi- 43 





Charle 
he says, 
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 ometry", and Gaudi, whose “liberation 
from the classical language happens like a 
sensuous eruption". Gaudi’s spirited refer- 
ences to nature should be something Mr 
Krier likes, but he thinks him “too irrational 
to set a precedent.” In general, Mr Krier 
tells his notional students, to stray outside 
the Orders leads only to dead ends. 

In pursuit of the classical tradition, Mr 
Krier goes as far back as he can. At the end 
of his chapter on proportion he gives the fol- 
lowing quotation: “The greatest concern of 
the master builder must be, when building 
private houses, that all calculations are ruled 
by the proportions of a previously deter- 
mined unit.” It comes from the most an- 
cient architectural treatise of all, Vitruvius’ 
“Ten Books of Architecture” of 84 Bc. Yet 
some would say that with his leaves, shells. 
and anatomies Mr Krier is going back ev 
beyond that: towards the original Mas — 

. Builder, pictured by Blake bending over his. iuf 





dividers. 





American cinema 
Hight or wrong? 


ATLANTA 


HE most argued-over film of the sum- . - 

mer in America is not the latest Indiana < 
Jones, nor, despite the haircuts and the T* 
shirts, "Batman"; it is Spike Lee's "Do the 
Right Thing". For about 100 of its 120 min- 
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Experience. One group is offering tab- 
leaus of the Globe Theatre and of mod- 
ern life backstage, complete with 
"sounds and possibly smells", which 4 
most actors might think the public could: 
be spared. If enough money came in from 
these tableaus, however, it might provide 
proper financial support for the muse- 
um's important research side. 

Staff at the Theatre Museum suspect 
more than the influence of Mrs Esteve- 
Coll behind these plans. On July 8th the 
Guardian reported that she had tried to 
resign not once, but twice, since the de- 
bacle of the spring. She was said to be 
surprised at the way the v&a's staff had 
reacted, but also upset that government 
pressure had forced the changes through 
too swiftly. The heavy. hand of 
Thatcherism had already been suspected. 
behind the February purge. Now Mr- 
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him, and hears the boots of the mass 
market fast ap- 
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the film is "Under Milk Wood” set in 
— - ..9rd-Stuyvesant, a black neighbourhood 
of New York City, over the hottest 24 hours 
of the summer. Like “Under Milk Wood", it 
if full of funny character parts: Mother Sis- 
ter, the block's busybody, Da Mayor, the 
drunk, Smiley, the idiot, Buggin Out, the 
radical, Mookie, the likeable dead-end kid, 
Sweet Dick Willie, the sidewalk wit, and so 
on. The only whites in the neighbourhood 
are Sal and his two sons, the "Eye-talian" 
owners of a pizzeria. 

The other 20 minutes, however, have 
caused the film to be denounced as "Afro- 
fascist chic" in an article entitled "Do the 
Race Thing" in, of all places, the Village 
Voice. They have provoked charges that the 
irresponsible Mr Lee, who wrote, produced 
and directed, will be responsible in part for 
any race riots that flare up in America this 
summer. These charges are not ridiculous. 
“Do the Right Thing" has the humour of 
Mr Lee’s first film, "She's Gotta Have lt", 

is as self-critical of blacks as his second, 

ocnool Daze”, but it is also menacing. 

The message of “Do the Right Thing” is 
that behaviour that is plainly racist when 
practised by whites is probably not racist 
when practised by blacks; blacks, after all, 
are an oppressed underclass. The audience 
is led to identify with a mob led by Mookie 
(played by Mr Lee himself) that burns down 
the pizzeria after a black youngster is stran- 
gled by police. In a cinema where this cor- 
respondent was the only white person 
present, the audience liked the message. 
People shouted "Go get 'em!" during a 
scene where the mob has Sal and his sons at 
its mercy. They saw the elderly black man 
who protects these white folks from the mob 
as an Uncle Tom. 

Mr Lee, a 32-year-old who looks much 
younger, denies that the film has a message. 
In numerous interviews he says that “Do the 
Right Thing” identifies the problem, racism 
in America, but is not so arrogant as to offer 
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a solution. Mr Lee prefers to talk about how 
the success of his films is forcing Hollywood 
to sit up and take notice. He also likes to 
claim that, as a young black who still lives in 
Brooklyn and rides the subway, he is helping 
to correct the caricatures of black life and 
black lives created by white directors. : 

This is a bit of a pose. Shelton Jackson 
(Spike) Lee comes from the right side of the 
tracks, although his speech (crude), clothes 
(loud) and demeanour (street-smart) all pro- 
claim otherwise. So does the name of his 
company, the Forty Acres and a Mule 
Filmworks. He had a privileged childhood 
in a well-to-do family in Brooklyn and, like 
his father and grandfather, was a student at 
Morehouse, an all-black college in Atlanta. 
He went on to New York University's film 
school, where he won a student director's 
Academy Award for his master’s film pro- 
ject, "Joe's Bed-Stuy Barbershop: We Cut 
Heads”. His family and friends were affluent 
enough to raise nearly all the $75,000 he 
needed to launch himself into commercial 
film-making with "She's Gotta Have It”. 

Mr Lee's anti-establishment act is help- 
ing to sell cinema tickets, as intended. It also 
means he chooses (again for box-office rea- 
sons?) to obscure the fact that he has made a 
serious, intensely political film that pits 
Martin Luther King's teachings squarely 
against those of Malcolm X. King, the film 
preaches, was wonderfully but also hope- 
lessly naive when he said: “Violence as a way 
of achieving racial justice is both impractical 
and immoral." Malcolm X, it asserts, was 
right when he said: “I don't even call it vio- 
lence when it’s self-defence; I call it intelli- 
gence." For an alternative view, readers 
might try another, even better, North 
American film that won a prize at Cannes 
this year: “Jesus of Montreal”. 





The English stage 


Cry "God for 
Larry!” 


ORE than any other actor of this cen- 

tury, Laurence Olivier will be remem- 
bered as the man who made Shakespeare 
live for the millions. On stage, screen and 
television he cut through the encrusted the- 
atrical traditions of speaking blank verse, re- 
storing it as if new-minted to ordinary men 
and women. No longer the province of dry 
studies or of the ritual sing-song that was 
once thought synonomous with Shake- 
speare, the great plays sprang back vividly to 
life. Shakespeare, it was realised, was made 


.up not of "speeches" but of actual speech. 


Although he lived to be 82, there were 
not—pace Shakespeare—seven ages of 


Olivier. There were three. The first and least’ 


considerable ran from his debut at Stratford 





in 1922 S. Katherine, of al ms in Thes 
Taming of the Shrew”) to his first Holly- — 
wood film, “Wuthering Heights", in 1939. 
Those were his matinee-idol years, when he 
played roles like Beau Geste, Orlando in — 
“As You Like It" and the lead in Noel Cow- — 
ard's "Private Lives". Had he continued in 
that vein, his passing would barely be ree 3 
marked upon today. | 
The turning point was his flm off 
"Henry V” in 1944. Profoundly influenced © 
by Sergei Eisenstein's "Alexander Nevsky”, - 
made six years before, it was both cinemati- d 
cally audacious and possibly the first time — 
that mass audiences had heard Shakespeare — 
spoken as if it were meant to be understood. 
"Henry V” came at the start of Olivier's | 
most productive phase as an actor and direc- 
tor. Over 30 years, he established himself as — 
the leading actor of his generation. His film _ 
of “Hamlet” in 1948 was the first British — 
production ever to win a Hollywood Oscar. — 
He became director of Britain's National - 
Theatre and of the new Chichester Festival — 
Theatre, He assumed the great Shakespear- - 
ian roles, committing his "Richard III" and | 






















































"Othello" to film, but sometimes not with- 
out controversy. His Moor of Venice, com- — 
plete with Caribbean lollop, was the black- — 
est Othello ever played by a white actor; and . 
although critics acknowledged his uncom- - 
mon powers of mimicry, some detected a 
want of artistic judgment. Olivier played - 
Othello as a Jamaican because he knew tech- — 
nically how to carry it off, but seemed never | 
to question whether it was apposite. 4 

The third age of Olivier was that of the - 
elder statesman. Physical frailty prevented. | 
him any longer from assailing the theatrical 
summits, at least on the legitimate stage. But A 
television, with its scope for fragmenting a 
performance, enabled him to record his 
Lear for posterity, and in the cinema he con- - 
tributed a rich gallery of cameo roles, rang- 
ing from Zeus in “Clash of the Titans” to 
Van Helsing in “Dracula”. Not all were well — 
chosen, but at the last, speaking the lines of 
Wilfred Owen in the film of Benjamin 
Britten's “War Requiem”, Laurence Oliv- - 
ier, peer of the realm, remained peer of his 5 
profession too. 
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: Nomura Research institute is the research arm of Nomura 
Securities and already employs a large professional team in 
London in equity research, economics and strategy. They 
have an exceptional opportunity for a well qualified industrial 

-or company analyst to contribute to its basic research of 

. European businesses. Working independently, or in appropri- 
. ate cases with existing sector teams, the successful applicant 

will produce Pan-European Industry studies and research and 

report on the financial and industrial prospects of European 
companies or groups of companies. 


A minimum of several years’ experience in a consulting, in- 
dustrial market research, accounting, strategic planning or 
equity market background is required. Candidates will be 
educated to degree level and will have the maturity and 
judgement necessary to originate and defend high quality 
research ideas. A self-motivated individual, used to delivering 
to tight deadlines and free to travel within Europe is required. 
Age guide: 28-35 years. 


The highly attractive remuneration package is negotiable 


and will include a company car, mortgage subsidy, bonus and 
other banking sector benefits. 


Please send your full career details, including salary 
progression, to: Mr T Narusawa, Director of Equity Research, 
NRI Europe Ltd, Nomura House, 24 Monument Street, 
London EC3R 8AJ by 31st July 1989. 

If you require further information please 
telephone him on 01-626 1086. 












-.. THE ROYAL INSTITUTE 
OF INTERNATIONAL AFFAIRS 







Send detailed curriculum vitae to f 
Personnel, Chatham House, 10 ^*. 
James's Square, London SW1Y 4 
Telephone: 01-930 2233. Fax: | 

| Closing date 14 August. — —— — 





Development and Project 
Planning Centre 


LECTURESHIP 


A lecturer is sought who is able to 
lead training in water supply and 
sanitation planning and operation - 
and to contribute to the Centre's 
teaching, research and overseas 
work at post experience and Masters e 
levels in infrastructure, project man- - 
agement or development studies, A T 

| background ín civil engineering, | 
health planning or social science | 
applied to the water and sanitation 
sector is desirable. Experience in f 
developing countries and an apti- | 

| tude for vents UP DE agi The f. 

i | 


ally be for. 















ted as soon as possible. 





Nissan Junior 
„ Fellowship 










logy, sociology, 
economics, ` politics, 
nd sociolinguistics of 
iid hold a doctorate 
ng one) and should | 
years of age. on | 






























Economist 
iell Food and Nutrition Policy Program is seeking 
Research Associate to undertake economic analy- 
ood and nutrition policy issues. In addition to 
search and training, responsibilities will include identifi- 
tion of potential collaborative projects, preparation of 
oject proposals and co-ordination of project implemen- 
“tation in close collaboration with other CFNPP staff, 
faculty, graduate students, collaborators in study coun- 
|. tries, and possibly donor agency representatives. Participa- 
tion in the planning of the overall direction of CFNPP will 
. alsobe expected. 


| The successful candidate will possess a PhD i in economics, 
a tural economics, or a related field along with 
2 * Onie experience in applied empirical economics re- 
— search, preferably related to microeconomic analysis and/ 
or food policy. In addition, a thorough understanding of 
development economics as it relates to poverty, income 
distribution and food, and work experience from one or 
more developing countries is expected. Some knowledge 
of human nutrition is desirable but not essential. This 
position will be located in Ithaca, New York. 


Send letter of application, curriculum vitae and references 

to Per Pinstrup-Andersen, Professor and Director, Food 

and Nutrition Policy Program, Cornell SHE, Savage 
pe Hall, Ithaca, New EU 14853. ne : 


















Europe's International Business School 
inviles applications for the post of 


KETING 


= esponsible for investigating markets, developing strategies and 
T? yes un nplementing action plans to promote the MBA Programme on a 
worldwide basis. 

- The position will attract a young professional, able to demonstrate 
experience Ah marketing in a European context and prepared 

. to make a clear commitment to international contact and travel. 

- Oral and written presentation skills, as well as drive and enthusiasm to 

create, organise and coordinate. will be decisive elements. — 

position requires degree education, fluency in English, a good 

ing knowledge of French and computer literacy. Knowledge of 

other European language will be a distinct advantage. 


ease send CV and photo to 
nde LEFRANCOIS, THIRTY YEAR S 


































i Jo ji levard de Constance, 
: 77305 E Fane. 


Se Nosy 


ultural Economist/ 


| NWI ASA, UK. 


London Business School 
Centre for Economic Forecasting 


Applications are invited for the post of Research 
Officer to join the forecasting team of the Centre for 
Economic Forecasting, which has a high international 
profile and a strong track-record in economic fore- - 
casting. Applicants should have a good background - 
in economics and an interest in (and preferably some _ 
experience of) economic forecasting. Send c.v. to. — 
Prof. David Currie, Centre for Economic Forecasting, — 
London Business School, Sussex Place, London, 



























































Ref: C89/179 


Applications are invited for a new Chair in Public 
Finance and Management based in the — 

Department of Public Administration and Legal- 
Studies at the Jordanstown campus. The. 
Department seeks to enhance its research record 
and to promote and develop closer links with 
public sector organisations. The successful 
candidate will be expected to pla ay a key role i in 
these activities. 


Applicants should have a proven record i in researct 
and research leadership. Those with interests in the 
theory and practice of effective and efficient 
management in the public sector would be 
particularly suitable. 
Salary will be within the agreed paga range 
current minimum £24,783 per annum, » average € 
£30,000 per annum. | 
Further details and application forms may be 
obtained from the Staffing Officer, Unive 
Ulster at Coleraine, Cromore Road, C jlerair 
Londonderry BT52 1SA (telephone: Cole ain 
(0265) 44141, ext 4348). dude 
Closing date: 31 August 1989. 


An Equal Opportunity Employer 










































































ELDWORKER 
nentia Services Development 
has been set up to improve 

y people with dementia and 
eers. The Senior Fieldworker 
assist the Director in collecting 

ation about existing research 
services and making this available 
service providers through newsiet- 
's, talks, consultations and seminars. 
iplicants should have training in nurs- 








appointment will be for one year in 
rst instance. Salary will be on the 
p »arch IA scale with an initial salary 
^. Within the range £10,458-£16,665 per 
annum. 

Further particulars relating to the post 


ue may be obtained from the Staff Office, . 


University of Stirling, Stirling FK9 4LA. 
Telephone 0786 73171, ext 2314. Ap- 
plications, including a curriculum vitae 


- and the names of three referees should 


- be sent to the Staff Office to arrive no 
`- Jater than 28 July 1989. 





- UNIVERSITY COLLEGE 
OF SWANSEA 


LECTURER 


Applications are invited for the 
vacancy of Lecturer Grade A or. 
Grade B, in the Department of 
Economics. Applicants may 
have a research interest in any 
of the main areas of economics. 
A strong quantitative back- 
round is essential because part 
Í the teaching duties of the 
' successful applicant will be to 
contribute to the teaching of 
statistical methods to Part H 
students. | 
The appointment, which will 
commence from the soonest 
date which can be arranged, 
will be on one of the following 
_, Seales: 
` Lecturer Grade A: £10,458- 
. £15,372 per annum. Lecturer 
‘Grade B: £16,014-£20,469 per 
annum with discretionary 
“points up to £122,872 per 
annum. Available from 1 Octo- 
ber 1989. USS/USDPS benefits 
are available for both scales if 
required. 
Further particulars and appli- 
. ation forms (two copies) may 
. be obtained from the Personnel 
Office, University College of 
` Swansea SA2.8PP, to which 
office they should be returned 
. by Friday 11 August 1989. 





University of London Social Research, and the successful £9,865 to £15,720 plus £1,650 
The London School of Economics candidate will work on the NIESR Allowance a year. In assessing 
and Political Science econometric forecasting model in col- salary consideration will be 
RESEARCH OFFICER laboration with the modelling team. age, qualifications and expe 


Applications are invited for a post of 
Research Officer on the project 
"Econometric modelling of the UK 
monetary sector", financed by the Eco- 
nomic and Social Research Council 
and directed at the School by Mr J. 
Davidson. The Project is based at the 
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| 5 - based rehabilitation for children with disabilities. Working in close co-operation with 
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Application forms are availab! 
ceipt of a stamped addresse 
lope, from the Staffing Office, 
School of Economics, Houg 
Street, London WC2A 2AE. Closir 
date for applications: 28 July 1989. ~ 


An equal opportunities employer. 


Applicants should possess a higher 
degree in economics or closely related 
subject and have a good knowledge of 
monetary economics as well as exper- 
tise in econometric methods. | 
Appointment is for two years from 1 
October 1989, or as soon as possible 
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Could you represent 
us overseas? 


Field Directors - Sudan, Ethiopia and Morocco 
The people we are seeking will be used to high-level responsibility. As Field Director in 


* 


either Sudan, Ethiopia or South Morocco you will be given the authority to lead one of the 
Fund's mest important country programmes. You will therefore already have: 


* experience in aid or development programmes overseas 

* an interest in health, child welfare, educational or disability issues in developing 

countries 

* the ability to manage personnel, financial and material resources. 

All our Field Directors have the key responsibilities of representing the Fund, developing 
country policy and sound relationships with senior government officials and donors, co- Bead 
ordinating country programmes, accounting and budgeting and managing staff, transportand PESA 
appes — BR 
.. Tostart in September, you will manage a £2.5 million programme consisting of a major- Ẹ 
urban PHC project in Khartoum, relief support to displaced populations inthe west, and ^ | 
community development and public dnd eagen in the east. Theseactivitiesare —.— | 
d through five regional offices, 11 expatriate and 250 local staff. 

To start in January 1990, you will manage a £3.0 million programme comprising relief — 
activities in the areas of food distribution and refugee health, and development activities in the E 








development. These are supported through 2 field offices, 16 expatriate and 476 local staff. 


To start in September, you will manage a programme aimed at developing community- 


already speak good French. Your team will comprise 4 expatriates and 30 local staff. 
Standard SCF terms and conditions include salary in the range £10,080 - 
£12,580 normally tax-free (pay award pending), airfares, accommodation, in- 
country living costs, and more. These are accompanied status postings. 
If you feel you have the skills, experience and commitment for this 


Paul Emes, SCF 17 Grove Lane, London SES 8RD. Tel: 01-703 5400. 
SCF aims to be an equal opportunities employer. 
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GRADUATE SCHOOL OF MANAGEMENT 


THE ADVANCED 

EXECUTIVE PROGRAM 
z Competing in a Global Environment 
. . Program Directors: William G. Ouchi and Jose de la Torre 
(July 8 20, 1990 on the UCLA campus 
The UCLA Gt aduate School of Management presents a two-week 
esidential program for experienced senior executives from around 
e globe who have responsibility for initiating and implementing 
strategy for a major busi ness unit. The. program. faculty possess 
| tional reputations, and a wealth of consulting and executive 
ng experience in international business. 


The content will consist of three interrelated components: 

@ Strategy: Meeting the global competitive chal lenge and achiev- 
ing sustainable competitive advantage 

@ Environment: Assessing the global business environment and its 
mplications for strategy 

P On lanisation: How to create a flexible organisation consistent 
ith strategic intent and environmental reality. 

-- Fora brochure or further information please contact: 


Dr Victor Tabbush, Associate Dean 
UCLA Graduate School of Management 
Los Angeles, California 90024 
Tel: 213 825 2001 
Facsimile: 213-825-3340 































B Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD’ ON CONSULTANTS. 


-. London: 12 September & 11 October 
iu Brussels: 14 September 
Frank Lynn is dedicated to help firms manage 
change and grow their markets. These one day 
clinics will provide direction on the design, 
refinement and management of all aspects of 
Channel marketing prog rammes. 
-it aims to benefit marketing professionals and 
Corporate planners in a variety of firms, but 
particularly those needing to implement 
multinational marketing strategies. In order for 
participants to gain the maximum help from the 
day, numbers are limited to 15 on each. 
Cost: £345.00 

















London SW1 SBP. Telephone (0)1-222 9055. Fax (0)1-222 1436 
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To: Frank Lynn & Associates Limited, 2 Queen Anne's Gate Buildings e 
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if you're taking a Master's in international business, why not take it in the 
heart of Europe? | 

We offer an intensive, twelve-month, full-time programme, English 
to graduates with at least three years’ professional experience. 


* 


Our faculty is drawn from ten different countries, - me ka 
And our location in the centre of Paris helps attract participants from 
The melting pot that results wil give you a new vision of Europe asa 
single entity | En E E ; | i 
Just the perspective, in fact, that employers are crying out for. T4 


For further information contact 





EMIB ADMISSIONS OFFICE, . - 0 3 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES ^ - 

108 BOULEVARD MALESHERBES, - 

75017 PARIS a 

TEL: 47.54.65.00 (EXT6796) ` ZEN 
TELEX: EAPFRAN 640611 — TELEFAX: 42.674619 





The Forecasting Unit of the Economist Intelligence Unit and 
Business International forecasts economic and political trends for 
over 60 countries. Its forecasts: are published in two series of 
reports. The Business International Forecasting Service is aimed 
primarily at corporate end-users and emphasises the impact on the 
business environment. The Country Risk Service focuses on the 
analysis of developing economies and their external debt and is 
aimed essentially at banks. - . s 


The Unit is seeking a PC Network Supervisor/Assistant Economist. 

A good first degree in Economics and a working knowledge of PCs, 

DOS and spreadsheet packages are essential.. 1989 graduates 

econsidered. Starting salary range £11,000 - 12,000. Promotion 

opportunities. T au 4 o1 s 

Please write with a full CV to: —— 

1a Toksöz, Forecasting Unit 

The Economist Intelligence Unit — 

London WIA IDW = 


The Economist |. - 











arn practical | 
management strategies. 
for environmental 
compliance, from our 
leading experts 


Environmental Management Program 
September 14—October 6, 1989 


For full information, write for our course catalog 


Admissions Coordinator 

Arthur D. Little 

Management Education Institute 

35K Acorn Park 

Cambridge, Massachusetts 02140-2390 USA 
Telephone (617) 864-5770 

Telefax (617) 864-5411 

Telex 921436 


Arthur D Little 


ECOLE NATIONALE DES PONTS ET CHAUSSÉES 


MASTER IN INTERNATIONAL BUSINESS (MIB) | 


13 to 15 months intensive programme in International Business. 

Two options: ANUS 

© European or American (13 months) ad | 
9 months at the Ecole Nationale des Ponts et Chaussées in Paris. 

| 4months working abroad. : 
@ Pacific Basin (15 months) — i 
-6 months at the Ecole Nationale des Ponts et Chaussées in Paris. 

3 months at a University on the West Coast: USA. | 
6 months working in the Pacific basin. 

| "Opportunities offered: 


^ @ A highly reputed school, high level faculty from Europe, USA 
, and Asia and a strong alumni network. 
_ @ A totally international focus: curriculum, staff, students and 
__ training periods. 
@ Expertise in export, services, finance, management of technol- 
ogy and global strategies, multinational management. 


n educational concept fostering entrepreneurship, personal . 

h and high professional ability, ee. 
deally suited for English speaking candidates with top 
degrees and/or professional experience desiring to 

-areer in international business. 


| degree is accredited by the Conférence des Grandes 
which is the Conference of leading French schools of higher 


plications due August 25 for September selection. 
“Programme begins the first Monday in October. 
For application or further information, please contact: 
“Secretary MIB, Ecole Nationale des Ponts et Chaussées, 
» 28 rue des Saints-Peres, 75007 Paris, France. 
7: Telephone 33-142.60.34.13, ext 1333. 


pa in HOMME OE AO AN OAR D AAE ARE A ARA 


PACIFIC WESTERN UNIVERSITY 


; i Á Catifomia 900 137—USA 


Prone: 214/471-0306 «A SIATA- BASE 


Forecasting and - 
Decision-Making 


Business forecasting and decision-making are critical 
aspects of business management. Yet very few managers are 
properly aware of the latest techniques, software and 
managerial approaches that are available to help them make 
better forecasts and sounder decisions. 

London Business School offers two programmes, comprising 
briefings and workshops, which examine these vital, related 
topics. The programmes illustrate the advantages to be won 
through the application of these new technologies in areas 
such as marketing, strategy and operations management. 


An Introduction to Business Forecasting 

5-8 December 1989 — £1,250 | 

An examination of the role of effective forecasting | 
management in the decision making process. ‘Hands-on’ - 
experience of the most recently developed forecasting 
software will underpin a critical assessment of the 
quantitative techniques and software packages available to 
the forecaster. 


Decision Technologies 
2-4 October 1989 — £1,100 


Please send me details of [_] intro’ to Business Forecasting ECON» 
[C] Decision Technologies : 

Name ! Position 

Company 

Address 









_. . WANT AN ECONOMICS DEGREE? 
DON'T GIVE UP THE DAY JOB! 
Birkbeck College 
University of London 


-= University in the evening for ambitious. 
people with daytime commitments. 


. BSc in Financial Economics (four. 






Do vou want to combine your holidays 
with a major scientific event? 


Fax your address for further information 


INTERNATIONAL 




































ECONOMIC ASSOCIATION MU | TB unes © C 
LEARN TO SF SPER K FRENCH BY * Mieux focusing on financial 
r 
TOTAL NATURAL IMMERSION : « With extensive backing from city 
with French participants for 7 dae | 


A Postgraduate Certificate in Economics 
intensive days in the DORDOGNE (one year, three evenings a week). 


Chateau LA VALOUZE — , * For those with a first degree in 


7 another subject. 

= aceite MSc in se cs (two years, f | 

, c ir nomics (two years, four 

24490 LA ROCHE CHALAIS, France evenings a week; or one year full-time). 

* Professional economics training for: 

those with a first degree in 
economics. 


Details; Economics Department ^'^ 
beck College, 7-15 Gresse f 
London W1P 1PA. Tel: 01-631 
(answerphone: 01-631 6495). 


Tel: 5391 44 28 
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With Audio Forum's intermediate S I" N 
[^ "Takashi NEGISHI Glenn JOHNSON ripe nin prada de EI I » OR LU. U. 
Deserria Eoee e a ‘Sues bena A} For the Active Professional 
+ Social Mor Veilss and Justice: E eaters of Southern Europe: and videi pem d Pras s | m Your doctorate can make a difference. 
ennet George KOTTIS rox virgin develope Without interrupting your career, earn 
E ted rra EUR 9 Intervention and Market: roin heed eigen c EID pcd your doctorate in Administration /Mart- 
Mare NERLOVE nt Heraclis POLEMARCHAKIS music, and ipid y other helpful materials. And t res i odii Education, Health, or Human 
want to learn à new language, we have . 
* Planning and Institutional Reform: e Womew * and Men's Roles dita courses for adults and a children. | s Guild upon your professional experience 
Bela CSIKOS -NAGY in the Economy of the Future: We offer introductory and advanced materiais fo | while wordng with nationally recognized 
+ Loser prema and Barbara BERGMAN in mon ki wari’ e languages: S; irre faculty Ene you doctorate. Mur 
imance since 1 man, ree darin Ration: Candidacy Status granted by the 
Marcello DE CECCO oe eee Todi Greek, Russian, Portuguese, Korean, Norwegian, North Central Association of Colleges 
‘ Relationship between hanca SKOURAS Swedish, Turkish, That, Urdu et. ste. and Schools. 
Theory ami Application . kre AL eon ore Economica: | W Prerequisite: Masters or equivalent. 
in International Economics: art ASG a 
Eihanan HELPMAN * Rational Expectations after the Event: THE LANOUAGE € S LU (Co WADEENUMVERSITY, Dept SC 
oR ina G on Fok ; THE LANGUAGE SOURCE | A. « 445 Fist Ave. N. 
Renewing x i Suite N.33, 31 Kensi Kensington Church Stre Streat, | E e Minneapolis, MN. 55401 
Victor URQUIDI : + Neo- Marxian Perspectives London we ALL ] 









(800) 237-4434 « 801 Anchor Rode Dr. 
(813) 2601-7277. Nopies FL 33940 — 


College Credit for Work Experience 
Business œ coon mata . ion 


on Production Relations and 

















* The Welfare State: 
Lawrence SUMMERS 


* MM Strategies and 
the Economics of Information: * Social Justice and the Quality of Life 
dw Jean GABSZEWICZ Zdzislaw SADOWSKI 



































b. Conference Office: ECONOMIC RESEARCH CENTER 
THE ATHENS SCHOOL OF ECONOMICS AND BUSINESS SCIENCE 
* 45, Kefallinias Street, Athens 11251- Greece. Tel (11 86.22.432 Fax (1) 86.76.265 










for no-east Evaluation M ies 


(213) 645.3636. 
Y Biva., Suite 605, Degt 34, Los Angeles. CA 90045 


NESS MEETING IN LYON, WILL YOUR 
'OUNTERPART BE MORE IMPRESSED IF YOU SECURE 
A TABLE AT PAUL BOCUSE OR THE CAFE DES FEDERATIONS? 


The Economist Guide to France is aimed specifically at bus’ ess. and other 
frequent travellers. It provides a wealth of information about how business works 
in France as well as incisive briefings on the economy, arise and go rnment and 
French society, . » 


Price: £13.95 UK: £17.50 Rest of World. 


For more information or to order The Economist Guides, please call in on Thé : dE COMOMIST a 
Economist Shop at 23a St James's Street, London SWIA IHG or contact Joanne. bs x 
Osborne at The Economist Publications Limited, 40 p : AADY 
Tel: 01499 2278; Facsimile: 01 pe 97687. 
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t tailor rates to your needs. 
shis @ Be, 2000 to 4999 shrs 
hrs &e.3«; OTC 3e, 5000 + 


DYN NY PUBLISHER 


fading subsidy book publisher seeks 

nuscripts of all types, fiction, nom- 
fiction, poetry, juvenile, scholarly and 
teligious works, etc. New authors wel- 
comed. Send for free booklet. 


» Press, 516 W, 34th 
- Street, New York NY 10001 USA 





| US IMMIGRATION 


Licensed attorney. 
| imited to US immigration law. 


Judith B. Sporn, Attorney at Law 
— 125 Main St, Westport, CT 06880 


Tel: (203)226-1223. Fax: (203)454-7890 


! Offer Governtrient stübilly s stri ct priva- 
Cy; good business Climate and zero 
taxation. Our service includes 


: Montser 
address, fax and panne | relationship, 
fora surprisingly low cost. 
For more info contact D 
Denaico, int, Box 4471, 

Fax i209) 795 7138. 


Alcorn, 
old CA 


Resident En lish Consultants offer a 
selection ot elegant properties in 
‘Normandy/Brittany. 


Details from Lewin Phillips & Co 
Ltd, 10 Rue des Chateaux, 53190 
-Fougerolles du Plessis, ile-et-Vi- 
daine, France. Tel: 010 33 
43055456. 


- BUSINESS & PERSONAL - 


Kitchen * 2 Baths (1 esi--LEASEMOLD 


"London SWI 


LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


LUXURY SERVICE APARTMENTS 


CENTRAL LONDON 
Well sited for theatres, business and late night 
shopping. Individually furnished studio and 
ane bedroom apartments tor rental from £220 
to £550 per week. Minimum stay one month. 


Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX, 
Tel: 01-584 8317. 

Telex: 916358 NGHLDNG 
Fax: 01-823 7133 





htsbric e, near T Hanods 

xh bathroom, 

E our TV. central heating. elevator. 
1-2 persons. Brochure by airmail. 


| _45 Ennismore Gardens, LONDON SW7 
Tel: 01-584 4123, Telex 295441 (Ret KSF) 


JERMYN STREET, SW1 


| Elegant apartment with gracious high celings 


cornicing, Drawing room x Dining room * 3 
£275, ‘000 


ST JAMES'S, SW1 


| Spacious 2 bedroom apartment with views towards St 


James Square. Newly decorated. Availably to rent 
anfurnianed from end duly. Drawing room ^ Dining 
room * 2 Beds * Kitchen x 1 Bath—RENT — 120, 00ps 
43 St James's Place, London SW1 
Telephone 01 -499 0866 








20 St. James's Street 





Superb 










4 ps Hillier 
"V Parker 


01-629 7666 


NOMIST JULY 15 1989 


77 Grosvenor Street London WIA ZET 


air-conditioned offices 


2,000 - 6,100 sq ft 
To Let Short Term 





Mark Tillson 
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de Morgan & Co 
20 King Street, Landon SWTY 6QY 
Telephone: 01-9909222 —. Fax: 01-930 2650 
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US REAL ESTATE 
CONSULTANT 


{in Florida since 19791 will assist you in your US 
real estate ventures, We can give you the edge with 
INFORMATION. Fiduciary and Consulting Ser- 
vices, Evaluation, Analyses, Financing, joint Ven- 
tures, Tax Planning, immigration, Workouts. 


SWISS it ong GROUP (USA) INC 
254 003 or re 
m 1813 254 TM Moan 


ITALY 
CASTLES IN THE SKY 
-—or villas in the vineyard. The best city or country 
rentals all over ITALY. American specialist based in | 
ROME will help design the perfect holiday. | 
INTERNATIONAL SERVICES 
Via Crispi 64, 00187 Rome, Haly 


US HOUSING | 
EXPORTS 

New homes, wall panels, componen 

and appliances, shipped to yor 

location. 

Call or write for free brochure. North- 

ern Counties, Rt 50 West, PO Box 9 


Ue VA 22176. Telephone 76 
592 3232. Fax: (703) e 


















































LEGAL DRAFTSMAN 


Legai draftsman with international exp 
| rience available for short assignmen 
any country whose legal system stems 
| from the English Common Law. —— 


Write to: Box 91, The Economist Newspi 
(011- -39-6) 474-6439 per Ltd, 10 Rockefeller Plaza, New Yor 
In US 201/783-8825 or 201/226-3075 NY 10020, USA. 



















THE UNIVERSITY OF MELBOURNE 
DEPARTMENT OF ECONOMICS 


LECTURESHIP (CONTINUING) IN ECONOMICS - 


Applicants for this position should have substantial academic qualifications, 
university teaching experience and proven research ability. Although no ` 
specialism will be excluded, the Department would particularly welcome ' 
applications from economists with teaching and research interests in the 
areas of public finance, international economics, industrial organisation and - 
strategic behaviour. 


The position is available from January 1, 1990. 
Salary within the range: A$31,259 to A$40,622 per annum. 


Appointees from interstate or overseas will be eligible for assistance with 
travel and removal expenses. 


Telephone enquiries of an academic nature may be directed to Dr Robert 
Dixon, Head of the Department of Economics. Telephone: (613) 344 5300. 


Closing date: July 31, 1989. 
Position number: 316 0110. 


Further printed information regarding details of application procedure ind: 
conditions of appointment is available from Ms M. Petras (613) 344 7546, 


Application, in duplicate, including names and addresses of at least three - 
referees and quoting the relevant position number should be addressed to 
the Acting Director, Personnel Services, The University of Melbourne, 
Parkville, Victoria 3052, Australia. 


An equal opportunity employer. 























The University of Queensland Kc 
Equal Opportunity in Employment is University Policy 
Lecturer/Senior Lecturers 
(Fixed Term-2 Positions) 
Economics Department 
Appointees will be expected to teach at both the under- 
graduate and postgraduate level and to supervise honours 
and higher degree research students. in addition, each 
appointee will be expected and encouraged to develop 4 


vigorous personal research program in their area of eS 
tise. 




















Applications are welcomed from specialists in any. à 
| of economics. A Higher degree is essential for the po 
of Senior Lecturer. 


Salary Range: Senior Lecturer A$41,458 -$48,0 
Lecturer A$31,258—$40,621. 


Ciosing Date: July 31, 1989. Ref. No: 32489. Eng 
ies can be directed to Professor Clem Tisdell, Head - 
Department of Economics, Telephone (07) 377 3520. 


Please forward an original plus seven capies of applica 
tion and resume to The Director, Personnel Services, The 
University of Queensland, St Lucia, Qld. 4067, Australia. 
One further copy should also be lodged with the Secretary- 
General, Association of Commonwealth Universities, 36 
Gordon Square, London WC TH, OPF., 
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; Discover new ways to strengthen 
: business relationships 





. Charter a yacht on the Solent 

for a meeting with a chal lenge. 
Marina based hotel option, day 
dr weekend, l 
ersonality skipper available. 








: Ring for an information — 












selection, purchase or lease. US 






mercial or business aircraft. 








our clients. 










, IRG. 
Hampshire, "Milnois, USA. | 


The Regus 
Centre 
London. 


* Executive Offices 
` * Conferences 

/:* Communications 
-e Club Restaurant 










lest Special Report No 2002 


This is an update of the award 
inning 1986 report on the UK 


trends for each of the major 


‘market shares and forecasts of 
ales to 1993. Fundamental 
hanges have taken place in 


e major players? 


Marketing Dept (EOXL) 
4 Duke Street 
dondon WIA HOW UK USA 

Yeh: 01-483 G7 Tet. 1212) 460-0606 


di ivision of Mega Marketing Services Ltd 
Hall. Midhurst, Sussex Gd29 GJW 


" CUMULUS 
| CONSULTANTS 

rporate or Personal aircraft evaluation, 
representa- 
and expertise on all matters concerning 
arg not associated with any aircraft mami | 
facturer, dealer, broker or owner! Our 35 
ears in commercial aviation works oniy for 


zCalbl or fax "Cumulus" at 312-583-3113. 
: id Fax ve from PNEU daily Chicago 








"Trafalgar Square 01-872 5959 
* London * Stockholm * Copenhagen * 




















THE UK MARKET FOR 
PLACEMENT CAR 
PARTS: 1989 EDITION 


aftermarket. It examines demand 


components with an analysis of 


istribution. How has this affected 


rice including postage: UK & Europe £265: 
orth America USSS25, Rest of World £268. 
he Economist Intelligence Unit 


215 Park Avenue Suath 
Mew York, MY 10003 





A division of Business International 


wal Hedez. 
Sarah Hodge Recruitment Consultants 


| Need a Top Secretary? 


| Cali (01)434-0030 
1215-217 Oxford St London WIR TAH, 








WILLETT HOTEL 


32 Sloane Gardens 
- London SW'1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Small character town house off Sloane 
Square. Ail modern facilities. Full English 

breakfast inclusive of rates. 
A LINBAR EXCLUSIVE HOTEL 










OBSERVATORY 
HOUSE HOTEL 


37 Hornton Street, Kensington, 
London W8 7NR. 
Tel: 01-937 1577/6353 
Fax: 938 3585, Tix: 914972 ecd G 
Single £49.90/Double £69.90 
inclusive of VAT and English ie EN 


in London's prime residential and mor 

paame Convenient for Olympia and 
Exhibition Centres. All 

modem facilities. 


EXECUTIVE HOTEL 


57 Pont Street 
Knightsbridge 
London SW1X 0BD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


Elegance, privacy and exceptional 
value in one of the world's most 
fashionable neighbourhoods. 
Buffet style English breakfast 
included, 


A LINBAR EXCLUSIVE HOTEL 


— 












FOR AN EXPLANATORY 
BROCHU: 


DISCUSSION AND 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTO. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 
. ISLE OF MAN 
TEL: 1.800 2834444 (TOLL FREE IF 
~~” PHONING FROM USA). 
TEL: 0800 269900 (TOLL FREE) 
0624 815544, TELEX 628488. - 
FAX 0624 815548 


RE CALL 





| medium 
Looking for 
proposals other than fu 
time employment. 


Write in detail to C. Ishar- 
ani, GPO Box 207, Bangkok 





THERE'S ONLY ONE GIN 
FOR THE WELL-INFORMED. 
$6 Buy" 


| “Oil” 


SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Detaiis and free sample 
materials from Seymours Shirts, Free- 


post, Dept 29, Bradford BD1 1BR. 
‘OVERSEAS POSITIONS. Hundreds of 





top-paying positions, All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 


NEW PLC 


Company for sale 
Already capitalised 
Ready to trade 


£3,000 


TEL: 
01-878 8629 


BANGKOK 


Swiss-educated MBA, 30, 
seeks opportunities. Pres- 
ently resident in Bangkok, 
successfully self-employed. 
Interested in investing in 
and contributing to the 
management of small to - 
sized business. 
oe 1 


10501, Thailand, marked 


‘Private’ or fax |. 


66.2.2372656. 


| ing any money, incurring any ex- 









2ND PASSPORTIDR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





EMPLOYMENT opportunities wors- 
wide. All levels, all disciplines. Ultra- 
rapid service. Intel, Dept A, Duke 
House, 33 Waterloo Street, Hove BN3 
1AN, England. 





WANTED. Fine wine and port syndi- 
cate members. Tax free (UK). Huge 
profit potential, Call 0747 54315 (UK) 
or Fax 0747 53810 (UK) and ask for Mr 
Russell. 






"PANAMANIAN CORPORATIONS ; pro^ 


vide complete confidentiality and zero 
tax liability. We offer company formation 
Services on a fast, reliable and competi- 
tive basis. H. |. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779) Fax: 
234936. 









Readers are 
recommended 


| to make appropriate enquiries and 
take appropriate advice before send- 







pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to any | 
-person for loss or damage incurred > 
or suffered as a result of his/her 
accepti ing. or offering to accept an. 
invitation contained in any advertise- - 
p Eid n The Economist, ; 















QUTPUT, DEMAND A AND JOBS America's unemployment rate rose to 5.3% in June, up from 5.196 
in May but still lower than in June 1988. Canada's unemployment rate fell to 7.396 in June, down 


` from 7.7% in d the number of Canadian ie seekers is now at its lowest since May 1981. 
_ Spain's bles 





















industrial production GNP/GDP retail sales [volume] unemployment % rate 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
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PRICES AND WAGES West German wages rose by 3.796 in the year to May, equivalent to a real 
increase of just 0.696 after allowing for 3.1% consumer-price inflation. In June the 12-month 
increase in Britain's wholesale prices was 4.996, unchanged from May. Spain's wholesale-price 
inflation accelerated to 4.6% in the year to May, up from 4.0% in April. Holland's consumer-price 
inflation was 1.096 in the 12 months to June, the same rate as the previous month. 





% change at annual rate 
| consumer prices" whoiesale prices* wages/earningst 

"TER o 3 mthst — L 1 ‘year a  3mths] — A year 3 mthst 1 year 

. Australia. * 39 — * 68: — 41 +62 ww — 62 68r 
Belgium — — —* 49 — * 30 ws, — — — 10 — 04 oe — 19 — *06w 
Canada — | BB+ 50 wy —  — * 24 +28 yt t62 J|. TAY we o o 
"Frame — — — * 47 * 37 my — * 89 — 85m 38 34m 
W. Germany + 38 +31 a — — — * 59 — 34 uw —— t 76 čČć X37 May 0 
Holland ——— ^ t 34 /. * 105 — ^ t $1: EAB A O oo *215 2 t.e . 
italy - $69 .— * 869.  ,;., *95 70m — ^ 38 UT BT -— 
Japan — * 866 + 29 my *81 + 34 my — 5 * 28 t46^ 
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Switzerland HAS 30 may 000 FIT BS www 00 $08 +34 at /— 
ha t106 BS My AB 449m +62 OD ye — 
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niriy wage rates in manufacturing except Australia, — ie Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
sings; UK, monthly earnings for ail employees, " * New 


santana nanan 70 ——————————M————————————— 


Brazil's soyabean ipa a 
record 23m tonnes th 
year, could fall by as much as 4096 in 1990 
because of low domestic prices. Growers are 
paid the Brazilian-cruzado equivalent of 
international dollar prices; but the overvalu- 
ation of the cruzado, at a time of soaring 
internal inflation, has wiped out their profit. 
Last month, calling for a 30% devaluation, 
they launched a sales boycott which lost - 
around $300m of export earnings. At the end - 
of June the government devalued the cruza- 
do by 11% and announced a deferment of - 
farm-loan repayments until September. 
Growers had wanted the deadline extended — 
to 1990, enabling them to use all this year's 

earnings to finance next year's crop. 


1985 — 100 *e change 
Jul$ —— dul 414 one one 
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Dollar index 
Al items — 1370 134.200 =~ 07 -118 
Food — 1124. 1067 ~ 18 -—148 
industrials 
SAM Sr 1614 1615 88 
Natt — ^c 1984 1997 — t 46 — 78 
Metas — — 1776 170  -25 —108 
Sterling index - 
Al ems — — 1106 3. 1057 —— 75 -— B1. 
Food — 597. 841. — 84 —112. 
industriais 
A 180.38 1273 — — 68. — 60. 
Nate — 1118 — 1101 s 24 = 39. 
.Metais — ^ 1434 . 1394 = 91 = 74 
SDR index 
Al items — ^ 1109 — 1060 ~ 53 -—104 
Food — 910 8949  Á — 63 134 
industrials 
Al 806 1276 — 47. — 84. 
Nai  —— 1*21 1103 =~ 02 =~ 84. 
_Metais — 1438 . 1398 = 70 ~ 94. 
Gold 
Speroz — 376.25 — 38025 +58 +145 
Crude oil North Sea Brent 
$ per barrei 18.62 1740 + 55 +246 
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Provisional $+ Non-food agriculturals 


8i OIL RESERVES opec countries are sitting 
on 676 billion barrels of oil—almost three- 
quarters of the world's known reserves 
(proven reservoirs which can be recovered 
under existing economic and operating con- 
|. ditions). The oil of four of its Middle 
| Easterners—lraq, iran, Abu Dhabi and Ku- 
|. wait-—will last more than a century, given 
last year's production levels and assuming 
(unrealistically) no new discoveries. On the 
same basis Saudi Arabia—which owns 
1996 of the world's known oil—has enough 
| tolast 95 years. Russia has the next- -biggest 
| reserves but, at the rate it is now pumping 
~ them, they will last only 13 years. America's 
4% share of the world’s known oil could run 
out in only ten years. Britain's 43 billion 
barrels will last just five years unless it 
discovers more oil. Luckily, it is doing so. 


Footnotes applicable to ail tables. Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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if BANKING Ranked by assets, 11 of the | WORLD BOURSES London surged 3.5% to a post-crash high, thanks to a record £13 billion bid for 
world's 15 biggest banks are Japanese. The | BAT Industries. Lower interest rates helped Wall Street rise 2.4%. Tokyo climbed a more cautious 
largest, Dai-Ichi Kangyo, had assets of $353 | 1.7%. Hongkong forgot some of its Chinese worries and rose 7.395." 



















billion at the end of 1988—a 12% rise on | Stock price indices .— "& Change on 

-the year and almost double the $181 billion Jui 11 1989 Cone one reo — 31/2/88 — — 

. of Sumitomo Trust, in 15th place. Japanese high low week year high © -in local aia 

_ banks may be the biggest but, measured by | aora e ar as gg — dd 44 8 as  —72 ^ 

. equity capital, they are not the strongest. The | agum — 51953 — "gars s83 ros Far "m "T ra Fse — 

 bestcapitalised Japanese bank, Fuji, has | Ganada 38168 ^ 38:68 ^ 33508 ^ 16 — 4 117  —72 4128 4128 

| $9.0 billion of equity capital to set against | France ^ ^ 4820 ^ ^ a90 ^ ^ ^79 ^ "i 04 +3930  -— 18 4160 4102 

. $328 billion of assets; Britain's Barclays has | W.Germany — 18507 1i 868.2 — 159057 -07 - 244  -188 4120 4 57 

-a winning $10.5 billion of equity capital | Holland ^ 1946 1974 19667 +08 +239  —27 41714 4109 

_ against assets which rose 19% during 1988 | Hongkong ^ 24659 33096 ^ ^ 20936 EC TENUERE n LE NERONE 

o $189 billion. France's Credit Agricole | "lay — $5642 — 6642 — 5/75 +23 ^ * 303 -239 ^ 4126 F78 

increased its assets by 18% in 1988. With | JRPan 397461 342668 — 301838 ^ + 17 — * 201 — — 15 — $119 — — 09 —7 

.most American banks pulling in their horns | S^gapere . 79462 19462 10907  * 92 — * 216 -108 — 1296 ^ 285 — 
COST Ame a | South Africa 2646.0 2651.0 1961.0 +10 +523 ~02 4954 +304 
only the biggest, Citicorp, made it to the top Span 3034. 3159 2686 — 11 4 25  — 68 ^ 1106 ^ i84 ^ 
15: it raised its assets by less than 396 last Sweden 43276 43276 33339 4 34 4 431 ni ^ 3287 ^ 1197 
year, other American banks shed assets in | Switzerland 7475 7595 ^ 56131 ^  — 11 ^ i 356 ^ — 18 4238 4150 
order to meet new international rules on UK — 22509 22509 17828 +35 +21  -— 79 4255 (003129 — 
capital adequacy. USA — 25146 25319 21446 424 4202  -— 76 3160 ^ 4160 
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{Converted at financial Tow. , 
MONEY AND INTEREST RATES The 12-month growth of Japan's narrow-money supply slowed to | 
6.4% in May; its broad-money growth slowed to 9.4%. West Germany’s narrow money grew by 
9.9%, its broad money by 5.3%. Some American banks cut prime rates by half a point. 














Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad? Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3months long-term 3 months 
Australa +74 +222 »& 1700 1809 1975 1780 1343 1443 1750 14534 
Belgium +17 +39% 875 850 1075 815 8.43 842 844 867 
Canada +50 — 5107 » 1250 1215 1350 1215 946 — 1024 1188 977 
France = + 65 +80 w 906 900 960 9139 871 817 906 — 9.24 
W. Germany + 59 — - 53 wy 685 700 850 637 690 690 681 673 
Holland — + 39 +125 mm 681 710 975 710 705 763 708 714 
italy — + 78 +84 ox 1250 1900 1400 na 1158 1172 1163 1088 
Japan +64 +94 wy 500 466 488 204 521 515 538 5.28 
Spain +174 — 120 w, 1504 1568 1550 750 1337 1423 1425 na 
Sweden na — t 74 x — 1185 1200 ^ 1250 1173 1126 1198 1144 1139 
Switzerland — 73 + 57 s 686 688 850 ^ 600 516 568 688 54! 
UK +10.9 216 my 1300 1394 1500 1391 987 1135 1391 1096 
USA — 103 +42 wy 925 872 1100 879 804 91! 894  B55 


Me IH tera TH S RIHANNA VS Ah rra ra rat SP Arr erem a E A eh erra ga ARAS HE erri uen aa A 





TRADE, EXCHANGE RATES AND RESERVES West Germany's visible-trade surplus fell to $5.25 billion in May, down $710m from its record April 
evel. The month's fall was reflected in May's 12-month cumulative trade surplus, which fell $690m to $76.1 billion. West Germany's current-account 
- Surplus fell by just $55m to $53.8 billion, thanks to an improvement in the country's invisible trade balance. in trade-weighted terms the dollar was 
down 1.7% on the week, while sterling gained 0.9%. The D-mark's trade-weighted index rose 0.5%, the yen's fell by 0.2%. 





trade balancet current- trade-weightedt+ currency units per $ currency units foreign reservestt 
$bn account exchange rale $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per£ perSDR per ecu Apr year ago 
Australia = 038 « — — 29 - 133 wy ^ na o o na 132 126 214 168 193 i30 108 
Belgium + 044 c.  — 02 + 38 « ^ 1065 1072 993 385 640 500 433 101 99 
+ 0.11 ap oe: (018 —— 102 _ 152 ^ 131 154 128 
9 — 1015 — 638 620 814 — 702 253'* 313 
240  — 207 563 73.7 
| | o 08 — 122 2 (207 271 233 145 155 
: = 0.92 fe = 118 —  — 52 m O 9902 ^ 975 1304 13620 2201 1748 1508 395 278 
Japan + 507 wy — * 933 + 746 wy 1393 1494 140 183 . 298 — 178 154 994 862 
Span —— — — 250 wy —— 240 = 67 wy — 1037 9906 118 122 192 150 . (180 ^  ^381 332 
: Sweden +0.13 my + 43 T 23 we ^ 960 ^ 952 $644 633 . 105 823 710 82 89 
„Switzerland ^ — 048 e — — 62 + 55m . 1008] 1123 162 152 263 208 178 200 286 
UK — 281 wy — 405 — 318 wy 920 989 061 059 — . 079 088 419 415 
UM — — —B8N m 34 —Hhha — WM Sj — -— L— — i8 13:7 110 m2 51 — 
Australia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/tob, t Bank of England index 1985 ~ 100 New series. ++ Excluding gold. **Mar. VC NM COMM" 
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The Asia-Pacific 
Petroleum Conference '89 


| The Premier Meeting Place for the Oil Industry... 


11 — 13 September 1989 
Raffles City Convention Centre, Singapore 
















APPEC 








he fifth conference in the annual series will be an even bigger international gathering for 
some 1000 top-level traders, refiners, marketers, energy experts and corporations in the oil industry. 






Once again, APPEC'89 will bring together distinguished leaders from the international oil scene 
to share their ideas and expertise on crucial and challenging issues facing the industry. 
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inisterial Addresses: 
e Dr Richard Hu * HE M Yusuf Al-Shirawi 
Minister for Finance Minister of Development and Industry 
Singapore Bahrain 
e HE ir Drs Ginandjar Kartasasmita e HE Celestino Armas 
Minister of Mines & Energy Minister of Energy & Mines 
indonesia Venezuela 
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tate-of-the-Industry Address: 
* Mr Alan N Binder, OBE 
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President 
Shell International Trading Company 
London 

nference Topics: 


e Financialisation of Oil * Oil Futures Trading — 


« The Status of "NOPEC" Supply The SIMEX Experience 

| e The Environment and its Effects on Energy * Pacific-Basin Supply/Demand Balances 
E Use with Particular Reference to the Asia- * Oil Terminal Business in the Asia-Pacific 
1 Pacific Region Region 
| e The Impact of the 3rd Energy Crisis e Country Presentations from Oil Exporting 
13 e New Developments in Gas and the Effects and Importing Countries 

on Oil 

Conference fee: S$990 





Exhibition: 
An international exhibition by energy information and oil related services as well as insurance, 
brokerage and risk management houses will be held concurrently with the conference. 
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Under the Auspices of: Supported by: 
INSTITUTE OF SOUTHEAST ASIAN STUDIES, SINGAPORE ECONOMIC DEVELOPMENT BOARD 
SINGAPORE SINGAPORE TRADE DEVELOPMENT BOARD 
PORT OF SINGAPORE AUTHORITY 
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Organised by: 
For more details on APPEC89, please contact: TIMES CONFERENCES 
Times Conferences Pte Ltd diim 


19 Tanglin Road, #42-01 /02 Tanglin Shopping Centre Singapore 1024. 
Tel: (065) 7349385/2355222. Tix: RS A0413ATT, Fax: (065) 7379027 
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Tomorrow, there'll be even less room at the top in banking. 





ay, only a few institutions hold truly con 


~ positions. Tomorrow, there will be fewer still. 


Bankers Trust understands what will be required 
leaders. Of those institutions who will continue to comma 
respect and trust world-wide. 

Substantial capital, and the earnings to increase it. 

igh-quality assets—with the liquidity changing ti 
demand. The ability to assess and manage risk. 

An integrated global presence, not scattered outposts. 

_A full arsenal of product powers, to deal with an incre 
eregulated world. 

The skills to compete on an efficient, lowest-cost basis. T 
exploit technology to its fullest. 

And to attract outstanding people by providing an e 
ronment in which the best can thrive. 

Il of these criteria must be met by leaders. Our commit 


ent to be among the leaders is unqualified. 


"iIBankers Trust Co 


Because today isn't yesterday. 





ONE THIRD IS COVERED BY - 
LAND, TWO THIkDS BY WATER, 
AND ALL OF IT BY CIGNA. 








The world’s a big place. 27,459,880 square 
miles to be exact. 

And if you're an international business buying 
insurance country by country, it can seem even 
bigger. 

Dealing with other customs, policies and pecu- 
liarities can be more than just complicated. 

It can leave you unsure of your coverage. If not 
completely uncovered. 

Thus the need for comprehensive global cov- 
erage. The kind of coverage that the CIGNA 
companies can provide. 

As a truly global organization, CIGNA companies 
offer a wide range of property and casualty 
insurance all around the world. On both land and 
water. With local operations in nearly 80 countries, 

led by experienced representatives who know 


| ppt 


-——" pam 
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local customs inside and out. 

Our global coverage can also help eliminate 
overlapping policies and gaps in protection. 

What's more, we have a network of loss control 
specialists to help you prevent accidents. 

AS well as a worldwide claims-hanaling system 
that can process claims quickly should any 
accidents occur. 

And with over 48,000 employees worldwide 
and almost 200 years of global experience, few 
companies can match our strength. 

To learn more about our worldwide property 
and casualty coverages, write CIGNA Companies, 
Dept. R8, 4600 Arch Street, 
Philadelphia, PA 19103. 

And find out just how small @ e 

Sea ARE: 


the world can be. 
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m m d | GPT istens to customers ali owrihe 


A | AN | world. Customers in North America, who : 

ear on t | e world need vast increases in processing power 
and an eye to drive their intelligent networks. 

on : t e future Y éd Customers in Europe who want open 

a interfaces to link national systems. 

Customers in the Far East and Africa 
who need economical networks to span 
enormous distances. 

Throughout GPT we're listening to 
customers in over 100 countries. Because ^ 
we hear their needs first hand, we | 
can accurately identify their future 
requirements. And respond with the new 
technologies that will satisfy them. 

in advanced technology GPT is 


shaping the future of telecommunications 


&4VMAI ^ P 
We have. throughout the world. 


GPT, P.O. BOX 52, NEW CENTURY PARE, COVENTRY UNITED KINGDOM CV3 IH). 
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TELEPHONES KEY SYSTEMS 
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COMBINED PERFORMANCE 


EVERY PRODUCT THAT BRITISH AEROSPACE COMPANIES 
MAKE IS ENGINEERED FOR PERFORMANCE — IN SPACE, IN THE 
AIR, ON THE BATTLEFIELD, ON THE GROUND AND UNDER WATER. 


EVERY DECISION 


IS AIMED AT ENHANCING 


THAT BRITISH AEROSPACE TAKES 


ITS BUSINESS PERFORMANCE 


— IN STRATEGIC PLANNING, IN COST REDUCTION, IN MARKETING. 
IN MAKING THE BEST USE OF HUMAN RESOURCES. 

WHICH EXPLAINS WHY ONE OF THE WORLD'S GREATEST 
MANUFACTURING COMPANIES IS ALSO ONE OF THE WORLD'S 
BEST-PERFORMING BUSINESSES. 


BRITISH AEROSPACE 


British PEIS, 0d 11 Strand, London. 
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ul Dnekong ni move to Australia? 
26 .Clampdown in South Korea 
6 What Tahiti owes to Gauguin 
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S E The Amish unsettled | 


IN | 'ÉRNATIONAL 
- Latin America: Farewell, caudillismo 
3 The decrepitude of Guyana 
: Rafsanjani's home run 
Iran's way with heroin 
Israel: The calling-in of bluffs 
) Sudan under new mismanagement 
| DeKlerkin Mozambique — 
“South Africa’ s 9/0808 theology 








Ti [$1 — blacks 
HI Who pays poll tax 
4] Traffic jams to come 
Finding teachers ` 
42 The perfect crime _ 
44 Bagehot: Lawyers, and the election 


EUROPE 

53 The Soviet miners' strike 

More trouble for perestroika 

54 Poland's president 

54 Algae in the Adriatic 

55 Guide to Greek “catharsis” 

56 Small revolution in France 

Capitalism at Hungary's border 

. The EEC Commission pushes its powers 
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Ganging up on B.A.T 


60 America's Cummins disappoints the arbs 
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Avis’s workers unite 
Economics focus: North-south trade 


. Airline courtships 


Dow's drug dependency 


- Olivetti has AT&T's number 


Hongkong's taipans tremble 

Shell goes green 

Shell smells bad 

MANAGEMENT BRIEF: Decisions, dens 


FINANCE 

Japan's political volcano, lava of debt 
Waiting for revolution on the Paris Bourse 
Market focus: Scandinavian boomers 

The DTI report on County NatWest 
British property companies for sale 
Leveraged bids hit bond markets 

The ghost of Warburg yet-to-come 


SCIENCE AND TECHNOLOGY 
The origins of the moon 
Neptune's newest moon 
Criminals and their hair 

Gay geese 


ECONOMIC AND FINANCIAL INDICATORS | 
Output, jobs, prices, commodities, bourses, in- - 


terest rates, trade, currencies, plus a closer look . 
at employment and debt-service ratios 


BOOKS AND ARTS 

Hirohito, hero or villain? 

Russell Baker’s training 

Down Soho’s streets 

Culture-shock at IBM 

Authenticating Gershwin 

Gabriel Garcia Marquez meets Bolivar 
Rescoring "Alexander Nevsky" 

Von Karajan's apotheosis 


LETTERS 
On monetary union, Oxford University, cutting 


capital-gains tax, RTZ, academics in Japan, 
Consett, selling art 
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| risky, page 74. Storming c a 
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Russia on strike — 
The perils of perestroika reac 
Soviet industry, page 11. W 
the miners want, page 53, a 
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politics, page 69. T 
woman power, page D. 


How bosses iih ; 


Ways to plan your busin 
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- Unhappy with the latest. | 
deficit, page 27. Rosy fore 
| page 28. Bush's nonvecono 
summit, page 28. New Yo: 
banks told to behave, page 


The Reichmanns 


Three Canadian brothers: 
world's biggest office lanx 
pages 17-20. 
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Mone tary union 


-You criticise the Delors re- 
for having urged the need 
Community limits on na- 
al fiscal policies, and suggest 
the British government 
ld seek the withdrawal of 
is proposal as a condition for 
'andoning its opposition to 
I ‘Slouching towards the 
onnet”, July Ist). 
t is perfectly true that mone- 
union creates no technical 
d for subsidiary units of gov- 
ent to have their fiscal free- 
om emasculated on the model 
shall we say, Mrs Thatcher’s 
tment of British local gov- 
ent. But Mr Delors did not 
that it did. The argument 
loped in the report is that, 
the historically unique con- 
xt of a monetary union where 











responsibility of govern- 
ents other than the central au- 
rity, a coherent overall fiscal 
policy can be expected to emerge 
only if the central authority has 
adequate influence on the deci- 
sions of the national govern- 
ments whose policies collectively 
determine the outcome. 
This does not imply that all 
se governments need have a 
fiscal policy that is identical ei- 
er among themselves or over 
me, but only that there should 
mechanism to ensure that 





nsistent with macroeconomic 
ty. lt is precisely because a 
etary union would give na- 
| governments more ability 
n. budget deficits that it is 
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ublished weekly | 





ost fiscal expenditure remains | 


aggregate outcome will be - 
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important to ensure that that 
power is not abused. 

The decision of the Thatcher 
government to destroy the fiscal 
freedom of local authorities was 
prompted by a concern that 
their excessive expenditure was 
nullifying the effect of national 
policy. That argument was weak, 
because the central government 
had the ability to reverse the 
macroeconomic effects of the ag- 
gregate of local policies through 
its own fiscal actions. 

It would be paradoxical in the 
extreme if, having adopted this 
argument in a national context 
where it was highly question- 
able, Mrs Thatcher should fol- 
low your suggestion and reject it 
in a European context where it is 
overwhelmingly convincing. Of 
course, sentimental nationalists 
are capable of doing paradoxical 
things, so this is not a 
prediction. 

JOHN WILLIAMSON 
Institute for International 
Washington, DC Economics 


Sin — You state that "there is no 
economic reason why the mem- 
bers of a common monetary sys- 
tem should not run budget def- 
cits as they see fit”, Let me try to 
give you one. 

Suppose first, in accordance 
with standard economic theory, 
that national governments with 
tax-raising powers could be con- 
sidered safe borrowers (in con- 
trast to private corporations). 


- National debts in a common cur- 


rency would be perfect substi- 
tutes and would therefore earn a 
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ex a small increase in the inter- 
est rate—given the absence of 
exchange risk—but it would be 
an increase in the interest rate 
on the debt of all member states. 
In other words, the value of gov- 
ernment bonds everywhere 
would fall, and the capital losses 
in the foreign portfolios would 
indirectly help to support the 
Italian deficit. Of course, the 
possibility of exporting the cost 
of financing government expen- 
diture would distort incentives 
in the conduct of economic pol- 
icy, in general leading to exces- 
sive deficits in all countries. 
Some form of co-ordination 
would be required. 

In reality, as you pointed out 
on June 24th, Canada shows 
that provinces with tax-collect- 
ing powers can have different 
credit ratings (the same is true in 
the United States). However, 
the presence of a spread in bor- 
rowing rates—a small one in 
fact—is not per se sufficient evi- 
dence against the story just told. 
In a world with few borrowers, it 
may still be possible for one state 
to influence the value of other 
states’ debt if rates move in the 
same direction. In Canada and 
the United States, the potential 
distortion may be kept in check 
by the existence of a federal gov- 
ernment, a regulating mecha- 
nism that would not operate in 
Europe. 

Berkeley, 
California. ALESSANDRA CASELLA 
PEEN WIERA a ae oa E REED MR ROREM TE 


Oxford reactions 


Sir—I should not dream of go- 
ing into bat in defence of the 
present Oxford salary structure 
("Oxford's fading charms", July 
8th), for, as my colleagues know, 
I do not believe in it. But the 
easy connections you make be- 


tween that and the resources of 


the colleges are ridiculous. In the 
first place, college salaries are 


part of an Oxford University sal- _ 
ary structure which is mainly de- - 


termined (like that of all other 
British universities) by a na. 
tional salary structure. Six years 
as a vice-chancellor left me with 
no respect for national academic 
pay scales, but a reluctant recog- 
nition that they enjoyed wide 
support in the profession and 
among my fellow heads of uni- 


ever their legal autonomy 














in you appear 
think. It is not only they uh 
need to change their thinking. 
Secondly, your charts are mis- 
leading. More has been spent by 


some | colleges on salaries—but 





by increasing the range of our ac- 
tivities rather than by unilateral 
departures from Oxford's collec- 
tive practice. In. 1950 Merton 
had ten tutors in eight subjects; 
there are now 24 in 14 subjects. 
One junior research fellowship 
has become nine. These are ma- 
jor and beneficial developments. 
We have spent our growing in- 
come on them and other supe 
port for education and research. 
JOHN RoBERTS 

The Warden 


Oxford Merton College 


Sig—I approve of much of what 


. you say, but.not all. As an ev= 
Oxford economist who is rel 


tantly about to join the brain: 
drain, I thought my reactions. 
might be worth recording. | 

You are right to say that the 
dreaming spires face mediocrity. 
While some talented people re-- 
main, a generation is dropping 
out of academic work. But you 
are wrong to put sole stress on. 
money. Oxford jobs are unat- 
tractive partly because of the 
high teaching and adminis 
trative loads. Most Oxford econ- 
omists now have no-time to do 


research: they spend their lives 


teaching the research findings of 
a previous .generation. More- 
over, unlike America, Britain no 
longer offers security of tenure 
to university teachers. © 
 Tinkering with merit pay i$ no 


remedy. If the salaries of WE of 
versities. Oxford colleges, what- 3 


the profession are t 













| DIRECTOR OF 
RESEARCH 


-§ The institute's research programme has expanded: it 
4 currently invests some £100,000 in a broad range of 

. commissioned projects as well as producing guidance 
|». to our members about current developments in the 
g field of Management Accountancy. 

_ + An innovative manager is required to head this 

:essful function, working with academic 

1s, consultancies, individual researchers and 
rs located in commerce and industry. 
E it management and communication skills are 
¿g essential, as are the ability to capitalise on the results 

of research and a knowledge of professional 
accountancy subjects. 

| Salary negotiable to £25K per annum depending on 
. experience and usual benefit package. | 

Please apply in writing, enclosing full CV to: 
. The Secretary Ea 

The Chartered institute of Management 

Accountants _ 

63 Portland Place 

London W1N 4AB 


























Senior position in a leading 


© Well known British merchant bank specialising in financial 
advisory work. BE 

© Outstanding reputation in international project finance. 

© Experienced senior team with excellent technical support. 
© Direct responsibility for initiating projects, advising 
sponsors and bidders, and arranging project financing. 

© Develop both conventional and innovative funding 
techniques for equity and debt. Emphasis on limited recourse 
finance, 

© Opportunity for extending expertise into international 
advisory business. 









OMIST JULY 22 1989 _ 


nance 
| Merchant Bank. 
Banking, Corporate or Public Sector experience. 


A leading British merchant bank with a broad international network seeks a well qualified 
and experienced professional to spearhead its activities on major British greenfield projects. 





WHETHER YOU WISH TO INCREASE YOUR 
EFFECTIVENESS, YOUR VALUE AND YOUR ENJOYMEN 
AS A SENIOR MANAGER WHERE YOU ARE 

MAKE A SUCCESSFUL JOB CHANGE 

GHN HAS A PROGRAMME TO SUIT YOUR NEEI 





















CALL US FOR A CONFIDENTIAL EXPLORATORY 
MEETING. 


16 Hanover Square, 
London WIR 9AJ 
01-493 9239 


 DEVELOPM| 
CONSULT: 








Substantial Base & Bonus | 















QUALIFICATIONS 
© Relevant experience of developing major projects acquired 
in either financial services, the corporate sector, a supranational - 
agency, government or the public sector. 
© Self starter with strong marketing skills. A 
© Good academic qualifications, financial analytical ability > 
and numeracy. | . 
© Probably aged in the 30s but more senior candidates will 
be considered. 
THE REWARDS 
© Substantial remuneration package with performance 
related bonus and full banking benefits. 

Please reply in writing, enclosing full cv, 

Reference BH2874. 


54 Jermyn Street, London SW1Y 6) 
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ssional sport, and the aca- 
c market could certainly be 


d paupers? | 
Ou are wrong, most of all, to 


ously decide upon the level of 
ality it wants in its employees. 
‘present, this is determined by 
fault. I suggest that an all- 
rty committee now be estab- 
jed to decide what level of tal- 


t is desirable in our 
iversities. 

irterton, 

xfordshire ^— ANbREw OswaLp 


—In advocating a market- 
red pay structure for Oxford 
15, you compare policies at 
ie London School of Econom- 
with those at Oxford. The 
| is that what seems natural 
the LsE, based as it is on busi- 
s and economics teaching, 
ould not apply to Oxford Uni- 
sity which has no such nar- 
w business leanings. 

lt is unrealistic to expect a 
ofessor in medieval literature 
© command the same market 
lue as a specialist in semicon- 
uctivity. But does that mean 
at we should dismiss those 
bjects with little business rele- 
fance as useless? Should we mea- 
re the validity of research and 
aching solely by its market 

el 

tainebleau, J-M. BEECHING 
ce INSEAD 








ting capital-gains tax 


„was deeply disappointed 
Our capital-gains article 
in't keep a bad idea down", 
Tth). lt is full of bad ideas 
some simply false ones. The 
or claims that a capital-gains 
cut will reduce federal reve- 
es over the long run. The au- 
r also claims that "true be- 
ers in capitalism" should 
port punitive taxation of cap- 
gains. 
‘irst some factual history. The 
ed States reduced its capi- 
gains rate from 49% to 28% 
78 and, as official irs statis- 
of income indisputably dem- 
trate, capital-gains revenues 
reased each and every year 
reafter. In 1981 the rate was 
8. 


This is what happens in. 


his way. However, should a - 
‘cohort of millionaire pro- 


t the fundamental point in: 
e debate: the nation must con-. 





20%, and again capital-gains rev- 

enues increased dramatically 
over both the short- and long- 
term. In 1986 capital-gains reve- 
nues literally doubled to over 
$46 billion. 

The reason for this result is 
straightforward. When capital- 
gains tax rates are high, many 
taxpayers are dissuaded from 
selling their assets at a profit be- 
cause they are unwilling to share 
such a large portion of their gain 
with the tax collector. As the 
rate declines, more taxpayers are 
willing to sell their assets at a 
profit. Of course, if more taxpay- 
ers are selling their assets, the 
government profits. 

Although reasonable men dif- 
fer about which capital-gains 
rate is the revenue-maximising 
rate, our analysis leads me to 
conclude that the 1596 rate in 
the Bush administration. pro- 
posal is about right. 

The most important reason to 
reduce our present high capital- 
gains tax rates is their adverse 
economic effects. High capital- 
gains taxes needlessly raise the 
cost of capital, particularly the 
cost of venture capital. More- 
over, by taxing purely inflation- 
ary gains, the American tax sys- 
tem imposes often exorbitant 
tax rates on real gains of long- 
term investors. The United 
States is hurting only itself by 
maintaining among the highest 
tax rates on capital gains in the 
industrialised world. True cap- 
italists want a tax system that 
raises revenues in a way that 
least. interferes with economic 
growth and prosperity. 

O impose a capital-gains tax 
at a rate that costs the federal 
government revenue and inhib- 
its growth is a bad idea whose 
time has passed. It is time to re- 
turn to the traditional sound 
American tax policy of provid- 
ing a differential tax rate for cap- 
ital gains, to create Opportunity 
rather than punish success. 





RICHARD RAHN 

Chamber of 

Washington, pc Commerce 
RTZ in Namibia 


Sirn—Contrary to what you say 
(June 24th), RTz has not been 
sending SWAPO threats, thinly 
veiled or otherwise, that we may 
abandon the Rossing uranium 
mine (which has been more than 
"only just profitable"). Nor has 
Rossing been “plagued by 


strikes": it hasn 
1978. 


Namibia and working with its 
government and people until the 
end of the: mine's natural life, 
which should be well into the 
next century. The new govern- 
ment will inherit an equity stake 


currently held in trust, and so- 


will benefit with all other share- 

holders in Rossing’s future 
prosperity. 

Sir ALISTAIR FRAME 

Chairman 

London RTZ 

— nennen 


Academics in Japan 


SIR—1 was distressed to learn of 
my non-existence when you 
stated (May 20th) that foreigners 
are not admitted as faculty mem- 
bers at national universities in 
Japan. 

Japanese law was changed in 
1982 to allow foreign nationals 
to be hired as regular faculty 
members at national universi- 
ties. I have occupied my post 
since 1984, and have been very 
pleased with the research facili- 
ties and the quality of students. 

Unfortunately, the number of 
foreign faculty members is ex- 
tremely small, and most (with a 
few exceptions such as myself) 
are hired for a fixed term of em- 
ployment, while their Japanese 
colleagues are tenured. Never- 
theless, I am optimistic about fu- 


ture prospects for the inter- 


nationalisation of national 


universities in Japan. 


Tokyo Tokyo University 
UT MM UN 


Consett dissent 


ROBERT GELLER © 


SiR— The section “Bridging the 
Tyne” in your survey of business 
in Britain ("The end of the be- 
ginning’, May 20th) contains 
some perceptive remarks. How- 
ever, | must take issue on the ref- 
erences to Consett. The failure 
rate of start-ups there is actually 
a quarter, not a half (48 out of 
184 since 1980); in any case it is 
not objective reporting to dis- 
miss the whole phenomenon by 
implying that one well- 
publicised success is counterbal- 
anced by one relatively insignifi- 
cant failure. Derwent Valley 
Foods—which incidentally was 
not financed by redundancy 
money-—has recently put many. 
longer-established industrialists 
and financiers to shame by 


We look forward to staying in — 














| Of their. pre-tax 
profits to go directly back into 
local community projects. 

We may still have a long way 
to go, but with examples like 
that I believe the cross-over 
point with the south-east is ap- 
proaching fast. Vive la difference! 
LAURIE HAVERON 

British Steel 


Middlesbrough (Industry) Ltd. 


Uniqueness for sale 
Si—You talk (May 27th) of 


"the market” for contemporary 
art. But is “market” the appro- 
priate word? 

Art objects are neither con- 
ventional commodities nor ex- 
changed in a conventional mar- 
ket. They are identified 
"branded" by their author | 
Jasper Johns), and then by their 
place in the corpus of his work. - 

The greater the price; the 
greater the canonical identity of 
the author, and the greater the l 
work's individuality within the 
author's corpus. 

So at the apex of the art-world 
economy there is no market sup- 
ply-side, but a single product as. 
highly individual as is economi- 
cally possible. This individua- 
tion of producer/product under- 
lies the use of the auction as the 
key transaction method. Auce 
tioning one of many makes no 
sense: no buyer will pay more 
than the market price. However, 
auctioning one of one (or the 
only available one of very few) is 
the most economically efficient 
method of distribution, match- 
ing the single object with "> 
most desirous of potential b 
ers (eg, Mr S.I. Newhouse). 
London Peter WELCH 





Latest Research Report 


IRAQ: POSTWAR 
OPPORTUNITIES 


Although a formal treaty between iraq 
and iran may be some years into the 
future, the end of the fighting has 
permitted the government of Iraq to 
accelerate the pace of development. 
iraq today has more defined projects 
= any other market in the Middle 


Bl's new report reviews the political and 
economic background of this potentially 
profitable market, outlines financing 
options and details the opportunities in 


| the. major. sectors, 
Price including postage: £360; Str950 


. Business International 
| Marketing Dept (EFBL)— 215 Park Avenue South 
— 40 Duke Street New York, NY 10003 


 iondom WIA TDW, UK USA : 
Jaganen Tuinawm. | 






















AGRICULTURAL RESEARCH CENTER 
Is looking for =- 
A DEPUTY DIRECTOR GENERAL 
and 
A DIRECTOR OF RESEARCH 


zontal Kinanah Agricultural Research Center actively involved in 
erimental station and on farm research for various fruits and vegetables 
ich as bananas and plantains, winter squash, raspberries, onions, lima 
beans, asparagus, mangos, cacao, etc. is looking for: 
‘A Deputy Director General to plan, direct, supervise and evaluate the 
administrative/technical operations of the institution; supervise/oversee the 
. | appropriate use of material, financial and human resources; assist in the 
| preparation of the Annual Plan of Work and Budget, Qualifications: 
- Master's in administration, finance, economics or agricultural economics; 10 
yrs experi fence in administration of research, agricultural development and 
Canning: and fluency in English and Spanish. 
Director of Research to plan, develop and supervise programs and 
"projects for research; supervise the operational units to ensure proper 
development of plan of work, research activities, communications and 
, li technical services. Qualifications: Ph.D. in one of the agricultural sciences; 
| S yrs experience in agricultural research, preferably in Latin America; 3 yrs 
| experience in research administration; and fluency in English and Spanish. 


* | | Interested candidates should send resume, references & salary history to: 















Mr. Charles H. Smith, HI 
Arthur Young 
3000 K Street, NW 
Washington, DC 20007 USA 
Telefax: (202) 956-6529 


.. AGRICULTURAL CONSULTANTS 


Australian Agricultural Consulting and Management Company Pty. Limited 
. (AACM), one of Australia's principal agricultural and rural development 
-| consulting firms, is seeking to identify experienced professionals for the 
^ - follow 1g vacancies in its international projects: 
o * Land Use Planners (two d sii et Indonesia—long and short-term. 
* Senior Agriculturist, Sudan—long-term. 
| * Management Co-ordinator, Sudan—long-term. 
Anterested individuals should possess appropriate qualifications and have a 
proven record in developing country project experience. The Sudan 
positions are not suitable for consultants who might wish to have children 
"accompany them. Further details can be obtained by contacting the 
.- Managing Director of AACM. 
^ tn addition, AACM is interested in seeking persons for a wide range of 
-= consulting services including: 
|». * Agricultural Marketing. 
* Agricultural Credit and Rural Banking. 
* Farm Systems Research. 
* Tropical and Dryland Agronomists. 
* Agricultural Extension. 
* Project Managers. 
Interested persons should send detailed and up-to-date Curriculum Vitae, 
| plus names and addresses three referees to: 


Managing Director, 

ONR iss Agricu tural Consulting and 
nt Company Pty. Limited, 

11- 13 Bentham Street, 
Adelaide. S.A. 5000. Australia. 

Telephone: +618 2126955 
Facsimile: --618 2126061 

Telex: AA89270 


















Applications are invited fort tw 
as Senior Consultant and one 
Economists Advisory Group, an 
vately owned consultancy. 


Good degree in economics or business jadis is 
essential. | 
Age range 25-40. 
Remuneration, including profit share, will be 
attractive. : 


Please address letter marked "Personal-Ec" with c 
to: 












































PROJECT 
GUINEA-BISSAU 


MacDonald Agricultural Services Limited is providing long-term 
technical assistance to the Ministry of Rural Development and - 
Agriculture, to assist the Ministry in development planning and . 
management and to enhance the capacity of local staff to carry: 
these functions more effectively. This projectis of three yearsdural 
and is funded largely by the World Bank. 





We now require an experienced person with a good working: 
knowledge of Portuguese, French or Spanish to fill the following p 
for approximately two and a half years. 


Senior Agricultural Planner 
to be concerned with agricultural policy and programmes, projec 
planning and analysis and staff training. He should be an agricultut 
economist with experience in Africa. 


A very attractive benefit package is offered reflecting the importa 
of this post. Curricula vitae should be sent to Valerie Gerra 
MacDonald Agricultural Services Ltd, Demeter House; Statior 
Cambridge CB1 2RS (UK). , 







nal Statement by the Chairman of the Anglo American Corp 



















~ Racial discrimination is not only morally indefensible, 7 
it also puts a brake on prosperity for all South Afri Cans. ^ 








o> We continue to urge the abolition of all legislation 

_ which denies a man's right to a lifestyle he can afford, 
and we are meeting our challenge of putting non- E 
racialism into practice. due 


$ Our aim is to make every job part of a rational non- 
racial career path based on merit alone. | 





$ Weare funding the education of black South Africans 


at all levels and promoting non-racial education in- ; 
our country. | . Bas 
* We deliberately seek out ual someone to abu Our 


wealth c on a non- d buds 





Amongst our shareholders we now include two- »-ihitds 
.— of our eligible work force - 133 000 employees. 


.  $ Our record earnings of £611.7 million and 
|. the £1.9 billion we are investing in new mining and | 
industrial development provide the means to accelerate . 
this ‘quiet revolution’ - for the benefit of our m 
shareholders, our employees and their dependants- - i 
1.5 million South Africans. 





Anglo American Corporation of South Africa Limited 
incorporated in the Republic of South Africa. — Registration No. 01/05309/06 


For a copy of the full Chairman's Statement, write to 


London Office: 40 Holborn Viaduct, London EC1P 1AJ 









OW embarrassing for Mikhail Gorba- 
| chev, leader of the world’s best known | 
kers' party, to find his own workers taking | 
Áarx's advice and uniting against him. 
Alongside the nationalist nastiness that has 
‘disfigured republic after republic round Rus- 
. sia’s rim—this week it was Georgia’s turn 
. once more to count the corpses—has come 
as - unrest in 60 years in the industrial 
- . rtlands of Siberia and the Ukraine. Unlike 
. the murderous Georgians and Abkhazians, 
. who seem to want only each other's blood, 
the strikers at least claim to be supporters of Gorbachev-style 
reform. But as the strikes spread this week from mine to mine 
. and from mine to factory, Mr Gorbachev must be wondering 
< where it will all end. For the first time perestroika is threat- 
- ened by the workers in whose name it is being done. 

The Soviet Union has had its share of industrial trouble 
in the past, even if it went mostly unreported. But no one 
doubts that perestroika (encouraging people to take more of 
their life into their own hands);and glasnost (more truthful 
reporting of how they do it) has fanned the unrest into some- 

"thing bigger this time. Much to the consternation of his con- 

servative critics, Mr Gorbachev has long accepted that real 
-reform in the Soviet Union has to be a high-risk venture. He 
_ has been ready to tolerate the occasional explosion if that will 
give Russia the shock it needs to arrest its decline. So far he 
has managed skilfully to turn each new outbreak of discon- 
“sto his advantage, using it as ammunition against the con- 
.. 'atives who have been standing in the way of reform. But 
the mood in Russia is changing. 

—. Ominously, Mr Gorbachev now has to spend as much 
im nding his own record as attacking the "years of stag- 
a ‘under Brezhnev. He is having to admit that the 
xpectations he raised cannot be met. To some of his col- 
gues the changes perestroika has already brought to Russia 
y seem risky enough, but it is perestroika’s continued fail- 
res that could yet be Mr Gorbachev's undoing. 
<= Most obvious is the failure to put food on Soviet dinner 
ables. Around the country there is no shortage of nationalist 
‘grievances, most of them dating back to Stalin’s forced move- 

nts of people in the 1930s and 1940s. Nor is there any lack 
grievances in factories and mines about low pay, grim work- 
ng conditions, chronic mismanagement. But the violence 
ind the strikes have flared because of the worst food short- 
ages that many of today’s Soviet citizens can remember. And 
rings an added danger for the risk-taking Mr Gorba- 
Although the strikes and inter-communal shoot-outs 
hock local officials into running things better in the fu- 


































































































ture, in the short run the consequence 
terms of lost production and burnt-ou 
tories only add to the misery that broug 
the unrest inthe first place. — 

Behind economic failure lies.political 
ure. Because the Communist party believ 
had a Lenin-given right to rule, it has n 
bothered to learn the trickier art of gov 
ing. And because Russians have always 
discouraged from using their initiative, w 
things go wrong they tend just to sit and w 
for orders. Encouraged in its arroganc 
popular inertia, the party, as Mr Gorbachev admitted 
week, is now in no shape to lead the country out of the mes 
has created. What is more, as the string of defeats for prot 
nent party men in the recent election for parliament sho 
it is in danger of losing what authority it still has. 













The Polish precedent | " 
Where there is a vacuum of party authority, others w 
tually step forward to fill it. There was a whiff of Poland 1980. 
in the air last week as strikers in Siberia decided to bypass: 
official trade-union machinery and set up their own str 
committees. So far these have put forward few overtly polit 
cal demands, beyond those for a new constitution an 
better local political leadership, both of which Mr Ge 
already endorses. But the longer the strikes go on, the har 
it will be to pretend that they are anything other than 
sive challenge to party authority. It will require all his s 
prevent a challenge to the party he runs from turning, in 
end, into a challenge to Mr Gorbachev himself. 

The present challenge may not end with the miners 
the short run there is little Mr Gorbachev can offer then 
will not create worse problems in the future. If miners de 
large pay rises, why not railwaymen, building worker 
others with the same sort of industrial muscle? So muc 
controlling the runaway budget deficit that has already 1 
up inflation. Even the extra food promised to the : 
coalfields will mean either more expensive imports 0 
meaner rations for other workers. "E 

[n the longer run Mr Gorbachev's answer is anothet 
ble: that by giving people more control over jobs and liv 
can defuse the worst of the tensions that now threat 
plunge his country into chaos. Mr Gorbachev's industr 
forms were meant to give individual enterprises (incl 
mines) more say over their suppliers, sales, profits and ` 
But bureaucrats from the Moscow ministries, often wi 
connivance of managers, quickly stepped in, waving p 
state orders, to reassert their old control. Part of wh 











































































































hind the ministries’ skirts. 
to goad them into doing their 
come of it. 

: Mr Gorbachev has also made a determined stab at politi- 
reform. He has let people choose more freely who will rep- 
ent them in parliament, and has given parliament wider 
wers. The idea is to outflank the foot-dragging party appa- 
us. A similar reform is planned for local soviets (councils) 
the elections early next year. New laws will give them 
e control over spending on local services, including hous- 
The hope is that locals will spend the money more effec- 
y than distant planners in Moscow have done. | 
ut the bad economic and political habits of a lifetime are 


ts. If one effect of the strike 
proper job, some good may 





; the trade unions and just about every other institution 


J ECAUSE he was once known as a liberal Republican, 
George Bush is distrusted by some of his party's conser- 
tives. On certain litmus-test issues, notably abortion, he has 
anged his views over the years to placate them: but that was 
When he needed their support to win the Republican nomina- 
tion and then to lead a united party to victory. Now that he is 
in the White House, and president of all Americans, he might 
be more carefree. Yet several people who were put forward for 
nior jobs have, in the past few weeks, seen presidential 
backing for their candidacy melt under right-wing heat. 
_ This appeasement seems needlessly timorous. The conser- 
tive objections to some of the candidates were abstract, at 
st. And Mr Bush is strong enough to say boo. He is stand- 
g higher in opinion-poll esteem than Mr Ronald Reagan did 
r six months in office, and he has a firm hold on the Re- 
lican centre. To get his policies implemented, he needs 
mocratic, not right-wing Republican, support. Nor is the 
Right—that stimulating but untidy mix of economic 
y-siders, religious conservatives and bitter-end anti-com- 
tists—as new or as thrusting as it was in Mr Reagan’s day. 
On one of the New Right’s favourite issues, abortion, Mr 
| has been pre-empted by the Supreme Court from full 
lvement. On some of the others, he has taken a line that 
ns to satisfy the right. He is stalling on the Strategic De- 
e Initiative, cautious on summitry with Mr Mikhail Gor- 
ev (too cautious, according to that born-again 
miteer, Mr Reagan), and firmish, though his advisers’ lips 
rembling, on taxes. 
But on other issues he has adopted positions that were 
nd to antagonise the right. Over Nicaragua, he reached a 
mpromise" with the Democrats in Congress that, in ef 
abandoned the contras as a fighting force. Significantly, 
utvived that betrayal without injury. He ignored the 
"s milder displeasure with his clean-air legislation. His re- 
t foray to Poland and Hungary was unaffected by the con- 


anagers tO stop 


t changed overnight. Mr Gorbachev has been berating the 


orge Bush need not try so hard to keep his party’s right wing happy 

















opportunities already there for improving the way things get - 
done in his brave new Soviet Union. Unless this latest chal- 
lenge from the workers shocks them into action, the old prob- 
lem of one-party rule is in danger of turning itself into the new 
problem of one-man perestroika. — 

There is no doubting Mr Gorbachev's courage to go on 
lifting the lid on problems that have festered too long. There 
is no doubting his determination to keep loosening the plan- 
ners’ grip on the economy. But the benefits will'take years to 
come through; the risks have to be run today. The signal from 
the coalfields this week is plain. It is no longer enough to 
promise a land fit for workers in the hereafter while expecting 
them to tighten their belts in the here-and-now. That is what 
Mr Gorbachev is still doing. It is a gamble that grows riskier 
by the day. | LM x 

















































servative urge to compete more blatantly for East European 
hearts and minds. So could he, without hazard to the health: 
of his administration, ignore the right from now on? 

Not without hazard to Republican fortunes, say some of 
his advisers: look at gun control. Supporters of gun control 
thought Mr Bush wimpish for banning imports of semi-auto- 
matic rifles (2596 of the market) while doing nothing about _ 
home-made versions. The gun lobby saw it differently. Wite 
special congressional elections coming up, the National Rifle 
Association cancelled its endorsement of the Republican can- 
didate in Indiana; the Gun Owners Association switched to 
the Democratic candidate in Wyoming. - 


Campaign politics never die Bu cd x 
That gun-control message has not been. lost. on Mr is 
Atwater, once Mr Bush's campaign manager and now na 
tional chairman of the Republican party. He has no patience 
with bipartisan foreplay. He wants to win more Republican 
seats; to do so, he says, the centre-right coalition must be kept 
intact and active. Mr Bush is more involved with his party 
than was the semi-detached Mr Reagan, and much more im ~ 
clined to listen to its chief vote-getter. NN 
There is another difference. With Mr Bush, more than 
with most of his predecessors, it is hard to tell whether his 
words reflect a long-held conviction, or a recent but genuine 
change of mind, or merely what he thinks others want him to 
say. When he picks officials, however, he must surely have 
thought them right for the jobs. If he is prepared to back 
down just because the ultra-conservatives decide that some- — 
one's face does not fit, that says little for the strength and > 
depth of his convictions. Americans won't like that. If Mr. 
Bush proved a first-term president who did nothing more = 
than dance to the loudest tune, he would not win the endure -i 
ing respect he needs to carry him through to a second term. 


THE ECONOMIST JULY 22 1: 






























hould help to strangle the Khmers Rouges - 


E.eood, the bad, the dotty and the unspeakable. It is 
pting to cast Cambodia' s four main political groups in 
of caricature, if only for simplicity's sake. The country is 
: a mess; its present is complicated, its future uncertain. The 
; four groups meet in Paris next week to try to sort matters out. 
- An international conference will then try to build on their 
~ efforts. Amidst the complications and uncertainties, a few 
-simplicities are needed. 
— In December 1978, when the Views als over Cam- 
bodia, any regime seemed an improvement on that of Pol 
. Pot's Khmers Rouges, who had drenched the soil with blood 
à tered the landscape with a million skulls. Now, thanks 
_ aw superpower detente, the Vietnamese are going. Good rid- 
~ dance to them too. For most of their ten-year rule, they have 
run the place in the time-honoured manner of communists 
the world over, imposing the party's grip on every aspect of 

Cambodian life. Only recently have they begun to relax it, in 

the hope, no doubt, that they will leave in place a government 
sympathetic to their ends. 

_ That government would be one led by Mr Hun Sen, Cam- 
bodia’s present prime minister. His lot are bad, though not as 
bad as they used to be and not as awful as the Khmers Rouges. 

- In any event, since they are in command of the armed forces 

- (maybe 40, 000 or 50 ,000 regulars, besides provincial forces 
and militias), they will plainly have to be represented in the 

government that takes over when the last Vietnamese troops 
pull out—assuming they truly do—on September 30th. 

The two others who will also have to be there are the fol- 
lowers of Prince Norodom Sihanouk (the dotty) and Mr Son 
Sann (the good). Many of Prince Sihanouk's views have a 
half-life no greater than the most fissile element in the peri- 

-c table, but he himself is the great survivor of Cambodian 
|: poritics. As such, and as the commander of perhaps 18,000 

men under arms, a place must be found for him. Nice Mr Son 

Sanr is more constant but carries less clout. Include him not 


'men and robin 



















jard questions for managers of mature businesses 


R a few days Mr Patrick Sheehy, chairman of what used 
' be British American Tobacco, could feel he held the 
moral high ground in Britain's biggest-ever takeover bid. 
¿Even a £13 billion ($21 billion) bid for B.A.T Industries could 
e dismissed as just a greedy attempt to wreck a well-managed 
titish firm, as long as it was by a shell company bidding with- 
ut any real money and owned by an Anglo-French maverick, 


ie En well-established of the London Rothschilds. and an 
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its people are to get the free elections they deserve, their friends 


n if Sir James Goldsmith does not win his bid for B.A.T, he has raised 


scanning the job columns? Not yet. The bid for B. A.T is by 











so much for his 12,000 men as for his decency. : 
That leaves the Khmers Rouges. Are they so unspea 
as to be unincludable? The answer is yes. Some argu 
politicians must deal with the world as it is, not as they wi 
wish it to be. Yet if any group is ever to be excluded by vi 
of the ghastliness of its behaviour, that group is sure 
Khmers Rouges. Like the Nazis in Germany, whose b 
they have matched, they should be kept out of any : 
ment, even an interim one, in Cambodia. => 
The difficulty is that they may still be too dáng 
exclude. Unlike the Nazis, the Khmers Rouges are : 
that has been scotched, not killed: with perhaps 3 
40,000 troops, they are probably the strongest fighting 
in Cambodia. Unless they are allowed to share power, 
may be able to make Cambodia ungovernable and: 
once more into civil war. That is the argument for b 
some "moderate" Khmers Rouges into government. 





































A force against evil 


A better way would be to try to reduce the capacity of 
Khmers Rouges to fight. China arms them. The West 
South-East Asia too, can make it plain that business > 
China will not return to normal as long it continues to suj 
the Khmers Rouges. That may not work. But pressure. 

also be put on Thailand, through which most of the su 1 
lines pass. Lastly, Cambodia' s friends can put their mone 
and, better still, their troops—where their mouths are 
commit themselves to an international force, perhaps 
the United Nations, perhaps a tougher one outside. 
guard peace in Cambodia. Because that force might h: 
do some real fighting, it could prove difficult to put tog 
But it would be worth doing if it kept the Khmers Ro 
of government and made possible àn election in w 
Cambodians could freely pick a government of their 
After so much misery they deserve no less. 


















Australian who made cricketers wear maroon. Then ot 
[8th Sir James Goldsmith’s team was joined by Britaii 
gest electronics group (Lord Weinstock's cec), Franc 
est-chip investment bank (Paribas) and Italy's leadin 
trial dynasty (the Agnellis). Why, it almost looks respect 
Men such as Arnold Weinstock and Gianni Agnell 


associate themselves with failure, so should Mr She 
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frontiers, it does not matter if British lenders find junk indi- 
gestible; the money can come from America or Japan. In any 
ase, junk is just a new name given to an old idea: as “unse- 
ed loan stock", its City pedigree stretches back to the 
neteenth century. Nor, as Mr Sheehy may be hoping, are 
ere any grounds for referring the bid to the Monopolies and 
Mergers Commission. Competition is not affected, and it is 
ird to see why this bid should be against the public interest 
because it involves leverage. Plenty of bids are financed 
ith bank debt. 
he reason for scepticism is the best test of all: price. 
ge as £13 billion sounds, the way that Sir James has shaped 
-bid—and shaped Hoylake, his investment vehicle— 
s it hard for institutional investors to work out what the 
really worth. If they swap their B.A.T shares for shares 
ing 92.04% of his Anglo Group, as offered, which in 
owns 75% of Hoylake, they will be buying access to less 
10% of the profits from the new, “unbundled” B.A.T. 
ost of the other 30% goes to Sir James and his friends. Brit- 
institutions will need a lot of convincing before they ac- 
pt that, especially as they will assume that many of the Brit- 
assets being “unbundled” will, in effect, be sold to other 
ms they own. A higher, cash, price is likely to be needed, 
which Sir James is loth to offer since it would require huge 
'commitment fees" to the banks providing it, wiping out the 
profit he has already made on his small stake in B.A.T. 
.. Another bidder may turn up, wallet bulging; or Sir James 
may come up with cash. Yet whether or not B.A.T survives, life 
will never be the same again for it or any other big British 
songlomerate, be it Pearson, BTR, Reckitt & Colman, 
nchcape, the Rank Organisation or even Hanson. For along 
with the price and the structure, this bid has raised a wider 
yuzzle for institutional investors: if Sir James is right that for 
ears B.A.T's shares were worth half the firm's true value, 
hould investors ever allow their companies to diversify? 





N PUTTING the final touches to a cabinet reshuffle next 
week, Mrs Margaret Thatcher needs to show that she cares 
out the environment. Many voters certainly do, to judge by 
ast month’s European elections, when 15% of the votes went 
Britain’s muddled little Green party. One much-canvassed 
y would be to split the Department of Environment, creat- 
| à new green ministry with a seat in the cabinet. That 
uld be a mistake. 

True, the present department is huge and unwieldly. Spe- 
| responsibility for the environment (together, bizarrely, 
'h housing and gypsy sites) rests with Lord Caithness: com- 
etent, unexciting, and not a member of the House of Com- 
ns, where greenery will increasingly be fought over. Those 








Painting Whitehall green 


ow Britain's government machine could be turned into a friend of the earth 


| poses a dilemma for managers, too, What do you. 
do when your business becomes “mature”: able to produce a 
reliable and abundant flow of cash but unable to provide 
much growth or fizz? The logic of the Goldsmith view is that 
you should stick with your business and keep handing the 
cash to your shareholders as ever-fatter dividends. Yet that - 
leaves you exposed to only one business, and means that you 
risk losing your best managers. Nobody wants to be rational - 
but shrinking. The alternative is to diversify, buying insur- 
ance firms or retailers or whatever. Then along comes Sir 
James and breaks you up. It seems so unfair. 


Spot your skill 
In fact, this dilemma is more apparent than real. If a mature 
market means one that grows slowly and steadily, then at least 
two-thirds of firms fit that bill. But that does not force them 
to become diversified conglomerates, nor does it leave them 
with nowhere to invest their cash. They can and must invest 
in businesses in which their skills will be relevant. The t ' ' 
lies in working out precisely what those skills are. It ma 
manufacturing, it may be distribution, it may be some form ot 
marketing. The problem with B.A.T and many similar British © 
conglomerates is that it is hard to see what skill this tobacco | 
firm brings to insurance in California as well as to retailing in 
New York and paper-making in Britain. - | | 
Think of other mature businesses. The Heinz food com- 
pany is in as mature a market as you can get, yet it has not 
found it hard to grow and invest even while sticking close to 
canned soup, baked beans and ketchup. It has built bigger 
market shares, sold new foods to old customers and so on. 
Sara Lee, a Chicago food firm that was once a com. 
glomerateer, has sold off its whimsies and found growth... 
through specialising in marketing packaged consumer goods, — 
from coffee to stockings. By growing only in areas close to - 
their core businesses, these and other firms have managed to 
deliver high returns to shareholders as well as fun for their 
managers. In the end, the only defence against a takeover bid 
is a share price higher than predators want to pay. 





who want green matters split off into a new department say _ 
this would give Britain something like America’s Environ- 
mental Protection Agency whose head, Mr William Reilly, isa 
member of President Bush's cabinet and altogether different — 
from Lord Caithness. 

The trouble with new ministries is that they take a long 
time to get established. Whitehall’s powerful immune system 
vigorously rejects new organs. Unless they have a large budget 
and a clear remit, they spend their early years fighting for 
territory. And, as the history of America’s EPA demonstrates, 
what really matters is the commitment of the president. With- 
out that, Mr Reilly has little clour. —— ^ ——— um 

Nor will invénting a new department meet the most basic _ 
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he North-West-German-State-Lottery in German Marks (DM), one of the most stabil] 
is the only lottery that offers extremely currencies in the world. | 
. 4M. large prizes compared to the limited 
: issue of only 700,000 tickets. The lottery runs 





Tickets can be ordered from anywhere around Y ma 

= the globe in a half yearly subscription. We offer M Yu 

dE d dn inei ofómonths,oneclasspermonth- — c ( 1/1) tickets, which when drawn, receive | 
classes in ali. the whole prize, half tickets — half prize and | 


A m Over PLS Enna MET a quarter tickets accordingly. | 
i» The ticket-numbers are registered in your name | 
! -In prize Money before they are mailed, thus insuring 100% iE 
^ ws are held in public each friday and are security for you in case of loss. The full-service f 
rvised by government officials. The re- fee is as little as DM 24.- for all 6 classes. (Other IE 

are published monthly in an official lotteries surcharge more than 60% of the actual | 













SUMMARY _ 
OF PRIZES* 


2 prizes of 1,621,000 US 









EE gi ded 2 prizes of 1,081,000 

The number and the amount of prizes is fixed 4 Monthly per 'sonalized statements 4 f us 

before the commencement of the lottery. There- of account. 2 prizes of 540,000 Js 
fore, all tickets are in the game andeachhasan — , Instant individual and confidential 6 prizes of 270,000 US 
equal chance or winning. All prizes are e paid-out | . notification of win. 


24 prizes of 135,000 US$ 
135 prizes of — 54,000 US$ | 
6 prizes of 43,200 US$ 
11 prizes of — 40,500 US$ | 
4 prizes of — 37,800 US$ | 
4 prizes of 32,400 US$ | 
14 prizes of 27,00 US$ | 


Plus 279,795 prizes 
up to USS 21, 600 i 


100% Payouts 





GET YOUR SHARE OF 241 MILLION D! 


A E T ou order your ticket on the order by check within one week of your request. Of | 

coupon below. Within days you receive course, if you hit a jackpot you can come in | 
* ^o. your ticket together with an invoice X person to collect your prize in cash. | 
and the official drawing schedule with rules — jy you are already our customer, please do not | 


and regulations. order, because you receive the ticket automa- | 











PLEASE INCLUDE PAYMENT WITH tically for the next lottery. 


You can be sure you will receive fast, honest |l 
and confidential service. Now it is up to you, | 
so order and mail the coupon today. We wish 
you lots of luck. 






YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
«check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 












at your own risk). | Your winning 1 3 No withholding of winning 
` After each month you will receive the official chance better than in 26 weekly draws with 
~““ning list, together with the ticket for the | | 






i Jackpots up to 1.62 Million USS 
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When your ticket is drawn, you will imme- service State Accredited Lottery Agent 
diately receive a winning notification. Lotterie-Einnahme Hamein 


Me CETTE 24 
Your prize-money will be transfered to you "Wis, S, Miegeveg 2 eln, W.-Germany 


$oca-— —-— — — -— € n Meme en 


YES, Pll try my luck and order! = Lotterie Einnahme Hamein 


E All classes (1st - 6th class) 83. Lottery beginning werdwig, tO: , D-3250 Hameln W.-Germany 
pne Sep. 29, 1989 to Mar. 23, 1990 / | ] wr. CJ ws] 
= „of the Nordwestdeutsche Klasseniotterie 4 ia acer 
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11ticket 744.00 € 40220 © 243.95 


384.00 € 207.60 € 12595 
1/4 ticket 204.00 € 110.30 


S 7 US$ prices and £ prices are subject to rate of exchange. Rate as of May 89 
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all nay gives “or at power to 
ther than to the protectors of the environment. The De- 
artment of Energy has always seen its job mainly in terms of 
nsuring that enough energy is produced. It would be im- 
vensely difficult to get the same civil servants to see their role 
promoting energy conservation instead. The Ministry of 
riculture sees its job as getting a good deal for farmers, and 
only recently begun to think about the effect that farming 
as on fields and streams. It does not occur to the Depart- 
lent of Transport that building more roads may look odd 

cars area main source of unfriendly gases. 


urbing the producers 

best way to tip the balance against these producer-pro- 
hg ministries is to give the Department of Environment 
ort of sway over the rest of Whitehall that only the Trea- 
now enjoys. The Treasury's chief secretary, through his 
itrol of public spending, has extraordinary influence on 
policies of other departments. He owes that influence 
inly to the backing of the prime minister herself. 

With such backing, the environment department could 


7ZZZ 








In praise of boredom at the top 


MAY have escaped the attention of some of our more 
supine readers that July is National Boredom Month in 
erica. An organisation that calls itself the Boring Institute 
ants to rid the world of boring public figures. 

- This is dangerous talk. Mankind's best guarantee of peace 
to have boring leaders. A prime minister or president who 
sends his followers to sleep is not going to have much chance 
‘inciting them to war. The most recent crop of seriously 
boring leaders was in the 1930s, the era of Hitler and Mus- 
lini. Nothing boring about them, and look at the state the 
ld got into. Hitler's present-day successor, if that is not a 
amatory phrase, is the peaceloving and boringly successful 
mut Kohl. Mussolini's successor, whoever he happens to 
his week, is not likely to remain in office long enough to 
unboring. 
It is not easy to attain great office and stay a bore. John 
ennedy could not resist the temptation to be unboring. He 
oked up the then boring Vietnam war, and nearly started a 
orld war over Cuba. Fortunately, postwar America was 
essed with the outstandingly boring Dwight Eisenhower, as- 
sted by his aptly named secretary of state, Foster Dulles. 
yndon Johnson, Jimmy Carter and Jerry Ford were honour- 
ele defenders of the state of boringness. Ronald Reagan was 
orryingly unboring at times, but he has atoned by announc- 
that he is to publish all his speeches in a special edition. 
atch out for the paperback. All the same, no recent Ameri- 
in leader has yet risen to the boring heights of Warren Har- 
ng. When he died in 1923, Dorothy Parker remarked, 
How could they tell?" 





he produces of fifth: | 


SER UT 


committee which, like the existing pena ae and over- 


. seas-and-defence committees, would be chaired by the prime 


minister. Another would be to draw up a white paper on the 
role of the environment department, which it could use as a 
charter in its dealings with other departments. A third would 
be to make it clear that sensitivity to green issues was a key to 
ministerial promotion. 

Some areas of responsibility-—such. as housing, which 
might go into the social-services department—could certainly 
be stripped out of the environment department, to leave it 
with more room to concentrate on its.core responsibility. 
Within the department, a new minister of state for natural 
resources could be created, in seniority second only to the 
secretary of state himself. Such a minister would have respon- 
sibility for unpolluted water and pure air, and the job of 
thinking up policies—such as a tax on nitrate fertiliser, or 
tougher controls on car emissions—that would clean up the 
environment. That would be a less eye-catching answer t 
inventing an entirely new department, but a great deal n.. 
radical in the end. 








Some countries have a natural aptitude fora seeming to be 
boring, perhaps because they have a quality of not-quiteness. P 
Canada is not quite America. New Zealand is not quite Aus- 
tralia. Belgium is not quite either France or Holland. Any tiny 
state can claim to be boring if no one has heard of it. But the 
true test of a boring state is that it provokes a healthy yawn 


even though it is famous. In the Middle East, with its daily 


Opportunities to strike a posture and make a new enemy, 

Egypt’s President Mubarak unexcitedly tolerates his trot "E 
some neighbours Israel and Libya. Egypt has a reputation. we 
predictable good sense that it never had when the E : 


Nasser was running it. The wild countries of Latin America - 
could do with a Mubarak. i 





The case of Grim Grom | 
So what about the world's most famous leader, Mr Gorba- 
chev? He is in danger of becoming unboring. He started out 
being promisingly boring. All that could be said about him at 
one time was that he was not old and had a funny birthmark 
on his head. Now he appears to be in danger of breaking up 
the Russian empire, to the secret distress of western leaders, - 
who at least knew where they were when boring old Brezhnev - 
was in charge. Mr Gorbachev might reflect on the method of © 
the late Andrei Gromyko. That sly practitioner of Russian - 
foreign policy defended his country’s imperial interests for - 
umpteen years by saying almost nothing. An exasperated re- - 
porter once asked him if he had enjoyed his breakfast. Gro- 
myko replied, ‘ Perhaps." ; 














! ings of officeland 


In less dba 30 years three Canadian brothers have built up the world’s 





N OCTOBER London will have a new 
. « A landmark: the central tower of Canary 
< Wharf, its biggest-ever office development, 
i. will rise up over the City of London's east- 
— horizon from a former dock site in the 
5 æ derelict Thames-side peninsula called 
acre Isle of Dogs. By September 1990 the 
tower will be finished, a massive 800- | 
foot block, 200 feet higher than its 
tallest rival in the City. 

Some people think the tower will 
be a bulky, ugly intrusion into Lon- 
-don's already ugly skyscape. Mr Paul 
Reichmann, whose family company, 
Olympia & York (O&Y), is develop- 
ing Canary Wharf, claims that it will 
become a "model working environ- 
ment for the next century, unparal- 
leled in Europe”, a symbol of Marga- 

t Thatcher's new Britain. 

Yet Canary Wharf looked a dying 
duck when the Reichmanns took on 
the project from a troubled consor- 

"tiam of investment banks in July 
.. 1987. It could as well be a symbol of 
their way of doing business. 

c.c Take, for a start, the sheer size 
“daring of the scheme. It will pro- 

- 10m square feet of new office 
ice. The entire City has only about 
60m sq ft. The design too speaks for 
the Reichmanns. The architecture 
will not be thrilling; much of it, to 
judge from the developers' sketches, will be 
a 1990s version of inter-war neo-classical 
pastiche. But it will offer tenants a taste of 
luxury. Despite its great height, the main 
tower will have only 50 storeys, no more 
than its 600-foot rival (the NatWest tower in 
the City), to allow for generous ceiling 
heights. Ample space will go to gardens, a 
vast plaza and a mile of waterfront. The 
-Reichmanns reckon the only successful 
ilding, long-term, is one that feels good to 
york in. 

One other feature proclaims the 
ichmanns. Each Friday by sun- 





























days are — oh the es ird 





The three POMA. UD Ralph HE CA 


Ja ingest portfolio of office property: Honestly 


and Paul, very much the leader, are strictly 
observant Jews. 


Risk-taking honesty 

None of this guarantees that Canary Wharf 
will be beautiful (“Why does it have to be so 
big?’ asked Prince Charles) or even profit- 





Canary Wharf is on its way up. And up 


able. An appetite for great risk, zeal for the 
long term, piety and a widely accepted hon- 
esty could lead to disaster in the cut-throat 
world of property. So far, instead, the com- 
bination has served the Reichmanns well. 
Toronto-based, they have interests in 100m 
sq ft of property in North America, includ- 
ing 24m in New York. They are now eae 
around $1 billion for the world’s tallest of- 
fice building, the Sears Building in Chicago. 
Add in non-property holdings and the three 
may control $20 billion-25 bil- 
lion of assets. Their net worth? 
Perhaps $8 billion. 

The brothers—three of 
five, plus a sister—moved to 


Toronto in the 1950s from £ 2t d 
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ents’ refuge from Hitler. Ralph, the: 
gest and the first to move—though 
aged 55, the most retiring—started a ti 
porting company, which he still runs. 
(now 58) and Albert (60) soon joined 
Their interest turned to property at the 
of the 1960s, when they were lookin 
warehouses for their tiles. They were- 
Toronto, but still little known elsew 
when in 1973 they started building Fir: 
nadian Place there, a downtown /2-st 
monster whose 5m sq ft was one-tenth of 
total then available in the city. Tor 
boomed, and with it First Canadian Pi 
which now houses both the Toronto st 
exchange and O&Y's headquarters. 
In 1977, when New York was reeling 

der a city administration close to b: 
ruptcy, the Reichmanns bought e 
Manhattan office buildings . 
$320m. They are worth ten times 
much today. In 1981 the brot 
were chosen as the developers fo 
tery Park City, a landfill at the low 
tip of Manhattan: the resultant 8: 
ft development, the World Fina 
Centre (wrc), has been another pee 
tacular success. | 
More buildings are on dr 3 

up in San Francisco, Boston and, c 
course, at Canary Wharf, O&Y ha 
also been invitéd to join two consor 
tia of Japanese construction cot 
nies that are bidding to build Te 
Bay, a 15m sq ft development due 
begin in the mid-1990s. Like Ca 
Wharf and wec, it will seek to 
derelict land outside the city’s 
financial district into an alternat 
office centre. 


Innovations 


The Reichmanns’ career can loo! 
that of a lucky gambler. Pau 
strategist, says not: things have- 
turned out as planned, though o 
ally—as with the rebound of the N 
property market in 1978—4quicker: 
expected. Up to a point. The Rei 
biggest profits have come from te 
timing of the market right, which al 
a bit of fuck in it. Yet they have also 


de mers | 
e Quality. O&Y listens hard to wha 

m say they want. Ir was feedbac 
Toronto and WFC that persu 
Paul to build the zig-zag corne 
Canary Wharfs three big to 
3 they let in more light. Such attent 
Nu EE to quality is not altruistic: O&Y bu 
* ings fetch higher rents. One propi 
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tial Fac s fitted kitchens or swim- 
ing pools: the luxury can command a pre- 
ium that more than repays its cost. 
uilding techniques. O&Y has initiated a 
ries of wheezes to hasten construction. 
he latest is a floating road to speed contrac- 
rs’ supplies into Canary Wharf. 
Financing. Developers traditionally have 
| first on expensive bank loans secured 
inst the building, then on longer-term f- 
ice from a single institution. O&Y started 
ing institutions tradeable securities. In 
sold directly to the public $970m of 
ting-rate notes backed by mortgages on 
uildings. Recently it has borrowed in 
currency paying interest in another. On 
ther side, it has told some prospective 
pean tenants that they can pay rent in 
ever currency they want. 
ving-in" tenants. In 1984 o&v and 
trill Lynch in New York reached a com- 
x agreement whereby the investment 
ers took 3.9m sq ft in WFC and O&Y 
ught their old 2m sq ft headquarters, 
ich it then renovated and leased out, at a 
t profit. 
elations with tenants. O&Y uses fewer 
‘state intermediaries than its rivals, pre- 
string to deal with tenants itself. This pol- 
y pays: many tenants have O&Y premises 
more than one place, and it was probably 
the wrc deal in New York that led to Merrill 
Lynch's recent agreement to quit its newish 
London headquarters in the City for Ca- 
nary Wharf. 
| Contacts with government. O&Y under- 
nds "exactly what politicians and civil 
rvants want", says one of several ex-politi- 
ns who now work for it. A collapse of the 
zanary Wharf project in 1987 would have 
auch embarrassed the British government. 
xY's willingness to build the whole of WFC 
slehanded got the governor of New York 
te (this was a state project, not a city one) 








! gp ; 
side of o&v's oldal PAn. 
more subtle one is the effort put in to satisfy 
local demands. Battery Park, with its gar- 
dens and low-income housing, is now 
classed as a political success in New York. At 
Canary Wharf, O&Y promised that con- 
struction would provide jobs for at least 
2,000 local people, and that it would pay the 
borough council £7,500 for every job by 
which it might fall short {which it has not). 


Quiet billionaires 


The Reichmanns are unusual in another 
way. The property world is not overfull of 


| Mr Albert, Mr Ralph and Mr Paul 


saints, nor of. mutual goodwill. Yet ask 


whom you like, you will not easily find tales 


to the brothers’ discredit. “Nobody trusts 
anybody else in property,” says a New York 
property banker, "except the Reichmanns." 
That is as well, since they do not sign con- 
tracts, preferring to seal all deals with a 


= handshake. 


The Reichmanns' ambiance too is un- 
typical. O&v's offices, peopled by soft-spo- 
ken, courteous aides, have the silent, hard- 
working air of a university library before an 
examination. The brothers themselves, re- 
ferred to by their staff as Mr Paul, Mr Albert 
and Mr Ralph, are in this mould. 

Paul, who spent three years of his North 
African youth doing educational social 
work, looks and sounds like an academic; 
O&Y people describe him as "a teacher”. 
Still speaking with a European accent— 
North Americans describe the whole 
family as “old-world’’—he is a man of 
evident culture, with strong ideas on, 
for example free trade, “1992” (yes, it 
will work) and the risk of economic 


fortress Europe. 

None of his wealth is be- 
trayed by his appearance: his el- 
der brother Albert, who with 
him runs the property and in- 
vestment side of O&Y, is re- = 
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war between fortress America and 








: pair of shoes each time the com 
pany does a successful deal. The third 
brother, Ralph, whom many of O&Y's se- 
nior staff have never met, is busy with the 
tile business, now the largest of its kind in. 
North America. But big decisions still need. 
the consent of all three brothers. 

All three live modestly in the same To- 
ronto suburb, North York. A corporate jet, 
made necessary by their trips to Canary 
Wharf, is the only suggestion of tycoonery; 
there is no Reichmann Tower or Reich- 
mann Plaza. The brothers’ charitable dona- 
tions are said, in the tradition of Jewish 
wealth, to be huge, though here again they 


"€ publicity. The main beneficiaries are 
Canadian and/or Jewish/Israeli hospitals 
and educational charities. 


Can the canary fly? 


Two big challenges now face the Reich- 
manns: to make Canary Wharf a success, 
and to restructure O&Y Enterprises, their 
non-property holding company, with inrer- 
ests in minerals, energy, insurance, dr 
and other things, not least the modern ver- 
sion of the Atchison, Topeka and Santa Fe 
railroad. Beyond these lies the deeper issue 
of preparing their empire for the succession. 
Canary Wharf, which will probably cost 
$7 billion to build, will stretch even the 
Reichmanns. So far, the only tenants it has 
attracted are three investment banks: CSFB 
and Morgari Stanley, who were both part of 
the original Canary Wharf consortium 
which the Reichmanns bought out, and 
Merrill Lynch. Between them they are ex- 
pected to take 1.5m sq ft of the first phase of 
5m sq ft, due to be completed in 1991. 
Central London at present has about 


150m sq ft of office space, 60m of that in the 


City. That is plenty for current de- 
mand. If Europe indeed becomes one 
single market, and London its financial 


d^ centre, as Paul Reichmann expects, 


. then more demand may appear from 
abroad. Financial institutions are 
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nele. wide-band voice, data, and image traffic system will improve communications and 


oject costs at Hughes Aircraft Company. The Integrated Digital Network (IDN) brings digital 
munications circuits to all major company sites. These circuits are more reliable than analo 
uits, and new technology can be more readily ii corporated into a digital network. IDN w 


rs to reduce communications costs by combining voice and data traffic over the same line: 











ystem’s extremely wide bandwidth will also peri it the introduction of new services, such as 


eleconferencing, which can result in reduced travel costs and increased productivity. 







“A new radar is flight tested in real time, under actual flight conditions before its host aircraft is 
fly. Hughes monitored the performance of its new APG-71 radar system by substituting a heavily 
liodified U.S. Navy/Douglas TA-3B for a U.S. Navy F-14D Super Tomcat. The TA-3B was equippx 
n F-14D nose radome and an operator's station that emulated an F-14D aft cockpit. Specia 
“hardware and software simulated F-14D avionics interfaces. Engineers, who could not fit on an : 
F-14D flight, were able to observe the system in operation, speeding up the testing process and | 


reducing system error correction time. The APG-7I is designed and built by Hughes for the U. S. 1 
-under contract from Grumman Aircraft Company. P 








- More than 20 nations protect their sovereign airspace with command, control and communicatiot 





systems produced by Hughes, the world's most experienced developer of automated air defens 


systems. The systems are comprised of air defense radars, computers, displays, communications and 
other electronic subsystems. Target information is transmitted through data links to data processing. 
centers, where computers automatically track and report the aircraft's speed, altitude, and course. 
systems are tailored to the requirements of each country based on geography, military equipment, : 
size and structure of military forces. Nations equipped with Hughes systems include Japan, —— : 


Switzerland, the U.S., Spain, Canada, Malaysia and European NATO members Belgium, Denmar c 





3 Greece, Italy, the Netherlands, Norway, Turkey, the United Kingdom, and West Germany. aA | 


- A new kind of optical fiber is airtight, more durable, and able to withstand higher temperatures 

- any other fibers. Scientists at Hughes have replaced the plastic buffer layers of tradi n 
with a thin aluminum film. While both types of buffer layers protect the delicate glass inner cot 

.. damage, the aluminum layer results in a fiber that is more rugged and retains its high strength lon 
Asa result, the new fiber is now showing up in a variety of applications, including automobile 


ket engines, temperature and pressure sensors, biomedical magnetic field sensors, and secure 
unications systems which can carry classified messages in plain English. | ; 









































A new solid state, high-power cable television signal transmitter allows cable companies to 
number of cha hey provide without adding new facilities. The transmitter, designed. 
ghes, handles eight cable television channels, yet is no bigger than older, four-channel mc 
equipment can double the number of channels carried but remain housed within the cable 
existing equipment room. At the same time, power consumption is reduced and little addit 
onditioning capacity is required. The key to the transmitter's small size and low power co 


s use of state-of-the-art gallium arsenide technology instead of microwave vacuum tube « 






























more Information write to: FO. Box 45068, Los Angeles, CA 90045-0068 USA 
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e City. y may 
Oser to the centre. ul 
< Canary Wharf's big advantage is its size. 
ny London-based companies are spread 
| over the capital; the big clearing banks, 
instance, which had too many offices 
'en before they started to buy other bits of 
e financial industry. But at present Lon- 
ns ex-docklands is handicapped by its 
etched road and rail links to the rest of 
the city, even now barely tolerable and only 
ause there is as yet no crush to use them. 
There will be. O& Y reckons that by 2000 


prefe 








i 












35,000 people will work in the Isle of 
s, 55,000 of them at Canary Wharf— 
ided they can get there. That will re- 
a westward extension of the new-built 
cklands Light Railway and its upgrading 
ee times its present peak capacity, 
ow under way; and extension of the 
erground into the area, a scheme that 
not yet even got a formal go-ahead. 
That is the snag: private-sector build- 
> going up in London's docklands be- 
' the public infrastructure does. And so 
here is not even the prospect of what the 
| really needs, a high-speed line like the 
RER railway that links central Paris to its new 
fice district of La Défense. 

- This must affect the charms of Canary 
Wharf—and its rents. O&v is currently look- 
g for £30 a square foot, roughly half the 
vel for prime City or the very best West 
id property, but £8 above rival offices in 
ocklands and only £10 less than some 
operties on the fringe of the City. So Ca- 
ry Wharf may take longer to fill, and at 
wer rents, than the Reichmanns hope. 

In the longer term, though, once the 
nsport has been sorted out and compa- 
ies have adjusted their preconceived ideas 
of where a London office should be, Canary 
Vharf will thrive. The delay until that hap- 

ould destroy a normal property devel- 

per, but, with their enormous reserves be- 

them, the Reichmanns can afford to 

“In ten years’ time we will all wish we 

d it," says one London developer, “but 
of the rest of us could afford it now.” 


























































ore than property l 
if Canary Wharf and then Tokyo Bay 
d, an increasing proportion of the 
ichmann family’s income will come from 
irces other than property. The conven- 
nal wisdom about O&Y Enterprises is that 
s just an opportunistic sideline from the 
àily’s property portfolio and that it has 
less successful as a result. This impres- 
is unfair, but it includes enough | 
th to have stung the family into 
ploying consultants to conduct a 
-scale review of O&Y Enterprises. 
Certainly it is too big to be a side- 
e... Gulf Canada Resources, 73%- 
i, is Canada's biggest oil-pro [EE 
ion company, 79%-owned Abi- wi 


dtm 




















on ny 
v 















urat: 


New York's World Financial Centre 


tibi Price the world's biggest maker of 
newsprint. The Reichmanns have also done 
some useful financial engineering, such as 
splitting up Gulf Canada into three differ- 
ent units in 1987 and thereby increasing its 
stockmarket value by around a third. Yet 
the brothers have made mistakes as well. A 
$2 billion attempt to take over Hiram 
(though not unprofitably), and their move 
into Gulf in 1985 coincided with a peak in 
the price of oil—though the brothers insist 
that their purchase price valued Gulf on a 
much lower figure. 

The Reichmanns' study of their non- 
property interests will not be complete be- 
fore the end of 1989. But the signs are that 
they will reshape their empire, probably to 
concentrate on just three areas: energy, pa- 
per and property. This could mean that they 
sell some of the investments that do not fit 
into those three areas: for example, their 
sizeable holding in Allied-Lyons, a British 
food-and-drinks giant, and their 2396 of To- 


ronto-based Campeau, owner of retail stores - 


(among them Bloomingdale’s). In exchange, 
there will no doubt be acquisitions of busi- 
nesses that fit the new, narrower strategy 


better. And with an estimated cash flow of - 


some $1 billion to spend each year, the 
Reichmanns will not be too far stretched 
paying for them. 

The brothers will also become more ac- 
tively involved in their subsidiaries, as they 
are in Abitibi Price, where the management 
is left to get on with managing, but the 
Reichmanns provide ideas. An obvious can- 
didate for a more active interest is Santa Fe, 
a big railroad and property company, in 
which the family has a 19.6% stake. Ana- 
lysts say that the Reichmanns are becoming 
a stronger force behind the scenes. 
Already they have stopped Santa Fe 
selling its property portfolio. 

As O&Y Enterprises becomes 
more active, it will also become more 
corporate. In time, it may become a 
public company. The brothers' prop. 


Tw erty interests, however, will stay pri- 


Walker, a drinks company, in 1986 misfired 





vate. Younger members of the family have 
all been put to work on the property side, 
notably Mr Philip Reichmann (Albert’ss ^ 
and Mr Frank Hauer (Paul's son-in-law), 
two members of the family whom outsiders 
see as the most likely successors. 


Who follows? —  . 

That in turn raises the question that faces all 
empire-builders: what will happen once the 
brothers have gone? Their successors could 
simply sit back and collect the rents. There 
is no reason to think that that would con- 
tent them; O&y will surely remain on the 
look-out for new developments. Whether it 
will do that as successfully as in the past re- 
mains to be seen; though the three brothers’ 
potential heirs are respected by other prop 
erty men, development remains an intuitive 
skill as much as one that is learnt, let alone 
inherited. It also needs a fair measure of 
luck. | 

Another question that must concern . 

the brothers as it would few other property 
men is whether their ways of doing business, 


_of life and of belief and observance wil 


maintained by future generations. One _. 
nadian who grew up with both the 
Reichmann children and those of the. 
Bronfmans, another and still richer—but 
less strictly orthodox—Canadian Jewish 
family, remarks that the younger 
Reichmanns are noticeably the more shel- 
tered of the two . That may be a good omen 
(though perhaps a less good one for their 
success in business; the best entrepreneurs, 
like Paul, Albert and Ralph Reichmann, 
usually pick up their most valuable skills in 
the school of hard knocks). — . | 
But that is a problem for the future. For - 
the moment the three =o | 
brothers can look back on 
25 years of spectacular —-- 
money-making, conducted - 
their rivals, in a business 
where compliments are 





rare, speak of with respect. 
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Sihanouk’s princely vacillations 


RIENDS of Prince Sihanouk say that, 
A yes, he appears temperamental, but he 
is clear in his mind about what he wants. His 
waywardness is simply a weapon to be used 
against his opponents. If only this were true, 
the outcome of next week’s meetings in 
Paris on the future of Cambodia could be 
»--dicted with some hope of accuracy. Alas, 
ppears that the prince's temperament is 
not always in control. His flow of contradic- 
tory public statements is mainly a reflection 
of his sense of uncertainty. 
— [n the first of next week's meetings, on 
July 24th, the prince is due to meet Mr Hun 
Sen, the 38-year-old prime minister of Cam- 
bodia's Vietnam-backed government, in a 
chateau outside Paris. They have met several 
times over the past year in France and Indo- 
nesia to discuss what sort of government 
should run Cambodia when Vietnam pulls 
out the remainder of its army of occupation 
in September (on the assumption that it 
geally does so, without leaving behind men 
in Cambodian army uniforms). At times the 
two men have seemed to get on well, the 67- 
year-old prince describing his relationship 
with the boyish-looking Hun Sen as one of 
father and son. If the earlier discussions are 
anything to go by, Prince SihanoukShould 
now formally agree to become Cambodia's 
id of state, presiding over a coalition gov- 
ment of communists and non-commu- 
nists that would run the country until free 
elections were held. 

This seemingly sensible plan was put at 
risk as recently as July 6th when Prince Siha- 
nouk said in Beijing, where he lives for much 
of the year, that there was no way that he 
and Mr Hun Sen's “puppet government" 
could come to an agreement in Paris. How- 
ever, three days later he appeared to have 
changed his mind. On July 9th, when he ar- 
rived in Paris, he said he thought the talks 
would succeed. 

Prince Sihanouk leads the Cambodian 
resistance, a coalition composed of his own 
people, those of Mr Son Sann, a former 
prime minister, and the Khmers Rouges, 
who ran Cambodia before the Vietnamese 
chased them out. Later next week, when the 
prince and Mr Hun Sen have settled their 
differences, if they do, they will have further 
discussions with the Son Sann and Khmer 
Rouge representatives. 


THE ECONOMIST JULY 22 1989 


The prince is in two minds, or possibly 
more, about the Khmers Rouges. During 
their terrible rule in 1975-78, when more 
than Im Cambodians died, five of the 
prince's closest relatives disappeared. The 
prince himself was held prisoner. On five oc- 
casions the prince has resigned from the 
leadership of the resistance because he could 
not stomach the Khmers Rouges. But on 
each occasion he has withdrawn his resigna- 
tion because he decided he could not do 
without them: they are the fiercest and best 
armed fighters in the resistance. The ques- 
tion now is what role the Khmers Rouges 
should have in post-Vietnam Cambodia. 

None at all, has been the view of Mr 
Hun Sen. “Better to have them in the tent 
than outside," Prince Sihanouk has said. 
This is also the view of ASEAN, the regional 
group of non-communist countries, and of 
its main western supporter, the United 
States. The talk now is that "respectable" 
representatives of the Khmers Rouges 
should be allowed into the interim coalition 
government, and that they should then con- 
test the free election that would follow. 

Mr Khieu Samphan has been the 
Khmers Rouges' "respectable" represen- 
tative at earlier talks on the future of Cam- 
bodia. He was one of the authors of the pro- 
gramme undet which Cambodia's towns 
were emptied by force in favour of an 















































“agrarian society”, but is said to have been — 
out of the country when the terror was at its 
height. He claims that Pol Pot and other . 
executioners have retired. The prince seems  : 
to get on with him. But that, according to | 
some observers, is because Mr Khieu 
Samphan was in charge of the attempt to — 
brainwash Sihanouk when the prince was 
the Khmers Rouges' prisoner. ld 
All this is a curtain-raiser to a larger con- 
ference convened by the French govern- - 
ment and due to start on July 31st. America, - 
China (the Khmers Rouges' arms supplier) : 
and the ASEAN countries are among those - 
invited. The countries of Indochina were 
French colonies, and France has previously | 
played host at talks on their future. i$ 
Like much about Cambodia, the confer- — 
ence agenda is vague. One aim is to set up 
machinery for supervising the Vietnamese 
withdrawal. And after that? There is talk of ` 
a United Nations peacekeeping force to 
keep order. But even if such a force (or any — 
other) could be assembled in time, the invi- — 
tation to enter Cambodia would have to 
come, not from Paris, but from “Democratic | 
Kampuchea”, that is the Khmers Rouges” 
augmented by the Sihanouk and Son Sann — 
factions. It holds Cambodia’s seat at the UN. — 
Mr Hun Sen's government, which really — 
rules Cambodia, is hardly likely to agree. —— | 
In Cambodia the main worry is that | 
when the Vietnamese leave the Khmers — 
Rouges will enter the country in force from | 
their bases in Thailand. The capture ofa sin- | 
gle town, say Batdambang, near the border, — 
even for no more than a day or two, would - 
destroy the fragile sense of security fostered - 
by the Hun Sen government. After that the 
civil war could become more widespread as - 
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the Khmers Rouges tested the Cambodian 
army, now on its own. On the other hand, 
the Cambodian soldiers, trained by the 
Vietnamese, might prove to be a match for 
the Khmers Rouges. In that case, Mr Hun 
Sen might decide that he no longer needed 
Prince Sihanouk. One of Mr Hun Sen’s ad- 
visers said recently, “If there is no solution, 
we will build the country according to our 
OV m thinking.” 
_ Aware that he is in danger of being 
passed by, the prince may put on his charm- 
ing face in Paris next week. Unless, that is, 
he feels depressed. The prince has twice had 
medical treatment for depression. He told 
friends on those occasions that he did not 
want to return to Cambodia because he 
feared the Khmers Rouges would kill him. 
The upshot is that the prince's talks could 
go well next week. Or they might not. 
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ROM OUR TOKYO CORRESPONDENT 


AS VOTERS in Japan take their first step 
L À towards putting an end to the Liberal 
Democratic party's 34 years of unbroken 
rule, the political landscape is being remod- 
elled in a way few thought possible. All the 
polls say that people heading for the voting 
booths this Sunday, July 23rd, to elect the 
upper house of the Diet (parliament) will 
and the ruling party its biggest drubbing in 
decades—large enough for it to lose its ma- 
jority in the chamber. 

_ But the Liberal Democratic party is un- 
ikely to be the only loser. The signs are that 
most of the smaller opposition parties will 
be lucky to hold on to their existing seats. 
5o much popular momentum has built up 
behind the Japan Socialist party over the 
past few months that it is likely to take seats 
from all quarters. In the process, Japanese 
bolitics—in which the Liberal Democrats 
lave traditionally been aligned against a rag- 
dag of five opposition parties and some in- 
dependents—seems to be evolving into a 
two-party system with almost indecent 


haste. 

= Under Miss Takako Doi's leadership, 
the Socialists have been trying to distance 
themselves from their trade-union origins. 
In recent by-elections, and for the Tokyo lo- 
cal election especially, the Socialists have 
gone out of their way to select women and 
young professionals for candidates. Its *Ma- 
onna” strategy of fielding women to pull in 
the increasingly feisty female vote has been 
devastatingly effective. 

_ The Liberal Democrats, tarnished by 
the Recruit bribery scandal and the 
womanising of the prime minister, Mr 
Sosuke Uno, have no answer. The thought- 
ful Miss Doi, who took over the Socialists 
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All 
FROM OUR TOKYO CORRESPONDENT 

O ONE used to pay much attention 

to the Japan Socialist party. This 
week one of its candidates for the upper- 
house election on July 23rd showed how 
times have changed. On his way to a 
meeting the poor fellow 
boarded the wrong bullet 
train. Yet such is the pull 
of Miss Takako Doi, the 
Socialist leader, that the 
mere mention of her name 
in the conductor’s ear was 
enough to have the fam- 
ously punctual express 
make an unprecedented 
stop to let the candidate 
get off. 

The candidate has 
since been sacked by Miss 
Doi. The Japanese are so 
proud of their train that a 
delay of two minutes was 
more than they could tol- 
erate. Miss Doi knows her 
public: following ^ her 
around the constituencies 
on July 19th, this cor- 
respondent observed that 
she apologised for the inci- 
dent on three occasions. 
Bad luck for the candidate. 
But he has the consolation 
of becoming a sort of living 
legend, and a Socialist one 

` at that. 

Miss Doi has a firm manner, more Eu- 
ropean in tone than Japanese. She 
speaks unhurriedly and fluently in a low- 
pitched voice. Most Japanese women 
consider it polite to pitch their voices 
high. 

Her listeners watched her with fasci- 
nation. As with Dr Johnson’s dog, the re- 
markable thing was not that she did it 


only three years ago, is an attractive figure in 
her own right. But the one issue that has 
brought the women together behind the So- 
cialists is the 3% consumption tax, rammed 
through the Diet. Ever since April, when it 
came into force, housewives have been on 
the warpath. The Socialists have sworn to 
abolish the hated tax. In its place Miss Doi’s 
party would raise taxes on property and 
make stockmarket transactions liable to cap- 
ital-gains tax. — 

Two of the smaller opposition groups 
have been loosely aligned with the Social- 
ists. Komeito, the Clean Government party, 
agrees that the consumption tax should go 
and is in broad agreement with the Social- 
ists on other issues. But Komeito has Had al- 





aboard the Doi express 





But slower in speech 


T. i 


well but that she did it at all. Her audi- 
ences were three times the size of those 
the top men of the Liberal Democratic 
party have been attracting. After each 
appearance, Miss Doi was mobbed, but 
ever so politely, the mob- 
sters being mainly middle- 
aged ladies. 

In Fukushima, a rice 
area and the centre of Ja- 
pan's pear-growing indus- 
try, she was in the heart- 
land of the ruling party. 
Her people set her soap- 
box in front of the biggest 
department stores, a re- 
minder that she is one of 
the middle-class Japanese 
to whom she is trying to 
appeal. Here she used her 
greatest weapon: an attack 
on the new consumption 
tax. The applause was 
sweet and frequent. 

Charm and intelligence 
will go a long way. Miss 
Doi will be hoping it will 
help to overcome some of 
the unattractive points of 
her party's manifesto. Her 
listeners were too loyal, or 
too polite, to heckle, but 
taxing diamonds, furs and 
capital gains is unlikely to 
be an adequate substitute for a broad- 
based sales tax. 

Consumers worried about the sales 
tax might also want cheaper rice. But 
that would mean upsetting the farm vot- 
ers. Instead, Miss Doi offered erudite but 
bizarre arguments about how little of its 
own food Japan grows. These are argu- 
ments supplied by her adviser Mr Sukio 
Iwatare, an avid watcher of wild birds. 





most as many scandals of late as the ruling 
Liberal Democrats. Miss Doi and her col- 
leagues have not exactly been going out of 
their way to make the Komeito people feel 
welcome. 

Miss Doi's other possible ally, the Dem- 
ocratic Socialist party, favours keeping the 
consumption tax and is critical of the Japan 
Socialists’ views on defence. But the Demo- 
cratic Socialists are financed largely by the 
unions, who would not like it if the party 
bolted towards the conservative camp. 

Then there is the Japanese Communist 
party. The other parties have treated the 
Communists as lepers. That has not pre- 
verited them from quietly amassing some 44 
seats in the Diet’s two houses. Well financed 
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heir own publishing company and free 
E any hint of scandal, the Communists 
< had been making steady progress in local 
. elections as the Liberal Democrats lurched 
: from one disaster to another. Then came 
 liananmen Square. The party castigated 
China for the massacre. Nevertheless, it has 
< suffered by association and will be hard 
<. pressed to hang on to its parliamentary 
seats, not just in the upper-house election 
but in the coming general election as well. 
The one thing that the year-long Re- 
be affair has taught the normally placid 
... people of Japan is that they have got the 
i politicians they deserve. Even a few months 
ago most Japanese would have shrugged off 
the scandals. Now they are furious about the 
“inconclusive Recruit investigation, the sales 
. tax and the lack of commitment to proper 
political reform. They are ready for change. 
If that means the occasional change of gov- 
ment, then so be it. 
















Sri Lanka and India 


Towards midnight 


ITTLE Sri Lanka considers itself to be 
close to war with its neighbour India. 
On the night of July 14th an Indian army 
patrol entered a Sinhalese village near 
Vavuniya in northern Sri Lanka. The village 
was guarded by Sri Lankan soldiers. Firing 
broke out and four Indians were killed. The 
Sri Lankan army said its people had been 
attacked. The Indians said their men had 
been mistaken for Tamil guerrillas raiding 
the village. 
= v The "mistake", if that is what it was, 
; could be repeated, perhaps many times, af- 
ter July 29th. By then, says Sri Lanka's Presi- 
- dent Ranasinghe Premadasa, the Indians 
wuld have gone home. Any who remain 
- ne will confine to barracks, using his author- 
* ity.as commander-in-chief of all forces on Sri 
< Lankan soil. Sri Lankan soldiers will then 
take over from India responsibility for the 
security of the North-Eastern Province, 
where the Tamil Tiger guerrillas seek to im- 
pose their own rule. ' 
«It is unlikely that the Indians will obey 
his order. They have made it clear that they 
will not be hustled out of Sri Lanka, to 
: which they were invited as a peacekeeping 
force under an accord signed in 1987. So 
two armies could be roaming the region, 
h claiming it as its own territory. 



























this alarming prospect. The assassina- 
n Colombo on July 13th of Sri Lanka’s 
leading Tamil politician, Mr Appapillai 
Amirthalingam, who preached non-vio- 
lence, shocked not only Sri Lankans but also 
the 50m Tamils of the southern Indian state 
of Tamil Nadu. The Tigers were apparently 
responsible for this killing and possibly that 








‘No political compromise is in sight to 


of Mr Uma Maheswaran, leader of sacks 


Tamil group, three days later. 

India’s prime minister, Mr Rajiv Gan- 
dhi, argues that the Indian army must stay 
on to ensure the security of Tamils. He is 
anxious to protect those Tamil groups that 
have defied the Tigers by accepting the lim- 
ited autonomy granted to the north-east, 
where most Tamils live. “We have given our 
word that we shall guarantee their security,” 
he said this week. 

Mr Gandhi's stand is winning patriotic 
support in India, and will do him no harm at 
all in the general election due in less than six 
months’ time. Mr Premadasa, too, now has 
a popular issue to draw attention away from 
his other troubles: the collapsing economy 
and the political killings by the Tigers and 
the Marxist-nationalist People’s Liberation 
Front. [n the latest attack, this week, 13 peo- 
ple died in southern Sri Lanka when gre- 
nades were thrown at a religious procession. 

Neither leader has right entirely on his 
side. Mr Premadasa, unreasonably and with- 
out prior consultation, asked the Indians to 
leave by the end of July when they had al- 
ready agreed to go by the end of the year. 
But India, whatever it may feel about its 
moral duty towards the Tamils, has no right 
to remain in Sri Lanka, a sovereign state, 
when it is told to go. With 45,000 Indian 
troops obstinately entrenched on Sri Lan- 
kan soil, it is five minutes to midnight. 





India and Pakistan 


Cold war ends 


FROM OUR DELHI CORRESPONDENT 


E MAY still be clumping about in Sri 

Lanka, but he does a neat pas de deux 
with the Pakistani lady. In a series of moves 
that began last December, India's Mr Rajiv 
Gandhi has reached agreement with Paki- 
stan's Miss Benazir Bhutto on how to end 
the bitter little undeclared war between the 
two countries on the icy wastes of the 
Siachen glacier, on the northern edge of 
Kashmir: a war which, over five years, has 
killed hundreds of their soldiers. 

The Siachen war began because of a 
missing dotted line (see map, next page). 
Kashmir has been in dispute between India 
and Pakistan since the two countries gained 
their independence from the British in 
1947. A ceasefire line drawn after the first of 
their wars over it, in 1949, left about a third 
of its 85,000 square miles under Pakistan’s 
control. In 1972 Mr Gandhi's mother and 
Miss Bhutto’s father renounced the further 
use of force in the dispute. But good inten- 
tions did not survive cartographic impre- 
cision. The line drawers put to work in 1949 
abandoned their pencils about 30 miles 
south of Kashmir’s northern boundary. 
From there, India and Pakistan vaguely 


Nepal’s burning 
issue 


INCE India began a blockade 

land-locked Nepal in March, t 
small mountain country has shown 
that it is as crafty at fighting verba 
battles as its Gurkhas are at the rea 


thing. India is cross about Nepal's flir 
tation with China; it also objects t 
the fact that Nepal, by pursuing 
more liberal trade policy than it 
southern neighbour, has been a lucra 
tive centre for smuggling, the ulti 
mate free-trade ploy in a protectiói 
world. i 

Nepal has taken the ingenious 
step of calling in Sallingbury Casey 
public-relations subsidiary of Saatch 
& Saatchi, to help.it present its cas 
in Britain. Saatchi, the world's larges 
advertising agency, has helped othe 
countries to present their case—it 
assisting Turkey in its campaign t 
join the EEC—but never in a con 
like this. 

With encouragement 
Saatchi, Nepal has found a cleve ne 
line in green politics. India’s blo: 
ade, it complains, is keeping ou 
plies of paraffin. As a result, theret 
been a huge increase in deforestatio 
greatly setting back the effort 
aid agencies have been making t 
plant the Himalayan foothills. 
estation is thought to contribute, 
only to soil erosion in Nepal, but 
to flooding in Bangladesh. Just wai 
for the don’t-burn-the-Amazon mo 
to start writing to Mr Rajiv Gandhi 
He won't know what's hit him. 






























































akistan epee this to mean a line 
g roughly north-east to the Karako- 
ss into China. India decided the line 
d run slightly west of north along a 
e named Saltoro, which formed the 
tern. edge of the Siachen glacier. This 
d a battleground of the seven-mile-long, 
000-foot-high glacier, the longest in the 
alayas. In 1987 Indian troops stood off 
Pakistani attacks in brigade strength. 
ce then both countries have been look- 
for a way to pull back their troops with- 
loss of face. Their prime ministers seem 
ave found a way of doing so. 
The thaw began at a private dinner Miss 











By coral alone? 


EW ZEALAND’S Labour govern- 
ment is facing a small test of its 
srinciples—whether it should continue 
prop up the self-governing depen- 
ney of Niue. This tiny island, 1,000 
les to New Zealand’s north, is just not 
ible. Exports are a fraction ofi imports. 
e island has no business base to speak 
'the public service employs nearly all 
tking-age Niueans—some 600 out of a 


Subsequent developments suggest that this 
was the genesis of an unpublicised agree- 
ment to improve relations between the two 
countries. India would move, stage by stage, 
towards a Siachen disengagement, while Pa- 
kistan gradually reduced its support to the 
Sikh separatists in Punjab. 

A decision to pull back troops on the 
Siachen glacier to positions from which they 
can no longer shoot at each other was taken 
at a meeting of the home secretaries of the 
two countries in Islamabad on May 22nd. 
The two armies' chiefs met to work out de- 
tails on July 10th in Delhi. The amiable ex- 
changes Ec the two prime ministers 
during Mr Gandhi's visit to Pakistan on July 
16th and 17th suggest that things are pro- 
ceeding smoothly. A second meeting of the 
army commanders is expected in a few 
weeks’ time. The aim is to turn the Siachen 
glacier into a no-man's land, as it was until 
the 1960s. 

Both sides have to tread carefully. Many 
Pakistanis feel strongly about anything to do 
with Kashmir. The Indian army is reluctant 
to abandon the glacier until it is reasonably 
sure that Pakistan will respect its part of the 
bargain. Once Indian troops leave the gla- 
cier, they cannot dash back. At those forbid- 
ding heights, men need several days of 
acclimatisation. Without it they develop 
pulmonary oedema, an accumulation of wa- 
ter in the lungs that causes suffocation and 


| 
| 
population of about 2,000. | 

The island can only be made to work | 
through the generosity of New Zealand, | 
which provides Niue with about | 
NZ$4,600 ($2,600) per islander each | 
year. Not surprisingly, Niue has shown | 
little interest in going it alone. | 

Last year, in what may turn out to be | 
Niue's last chance to come iov. New | 
Zealand set up a NZ$33m plan to de- | 
velop businesses in the island. Unfortu- | 
nately, the Rock, as it is affectionately | 
known, offers few opportunities to the | 
enterprising. Tourism is hampered by a 
shortage of good beaches, omnivorous 
insects and the absence of a reliable air 
service. 

If the plan does not produce good re- 
sults, the island looks like becoming a de- 
serted piece of coral. Despite the aid 
Niue gets, its population has been declin- 
ing as the people move to New Zealand, 
where, thanks to their automatic dual 
citizenship, they enjoy full rights. Some 
10,000 of them are now living there and. 
it may not be long before the rest of their — 
compatriots join them. 
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= ^ And Pakistan’ s sect the b — Miss 


Bhutto's government has stopped issuing 


Pakistani visas to Sikh separatists. Indian 
intelligence says Sikh recruits who cross the 
border are still being trained in 14 camps in 
Pakistan's Punjab province. But Mr Gandhi 
is persuaded that these camps are run by the 
Punjab provincial government, which dis- 
likes Miss Bhutto and over which she has 
little control. He is, therefore, willing to bide 
his time and let peace between the two coun- 
tries develop, glacier-slow. 


Hongkong LT 
(3 day, and gb bye 
FAOM OUR HONGKONG CORRESPONDENT | 


HE latest fanciful idea for solving Hor ~ 

kong’s problems is to move the place 
Australia. Mr Albert Cheng speaks for a 
Hongkong body called the Right of Abode 
Delegation {its acronym is ROAD), which 
wants Hongkongers to be able to live in Brit- 
ain. Alternatively, he suggests, Britain could 
lease a Hongkong-sized area near Darwin. 
Any Hongkongers worried about what will 
happen to the colony when China takes 
over in 1997 could take to their junks or 
their yachts and go there. 

The idea is probably more attractive to 
Hongkongers than a suggestion by Mr 
Douglas Mason of Britain's Adam Smith In- 
stitute. He proposed moving Hongkong to af 
remote part of Scotland's west coast. The 
Falklands has also been suggested. Both 
places are chilly and damp. At least Darwin, 
in the almost empty Northern Territory, is 
hot and dry. 

Those who want to move Hongkong to 
somewhere else assume that some of the in- 
gredients essential to Hongkong's succ 
will move with it. Minimal regulations aiu 
freedom of trade are top of the list. The pe- 
culiar chemistry that has made Hongkong 
what it is would, it is hoped, travel with its 
people. Australia is at least closer to the 
Asian markets than Scotland is. 

Even so, Mr Cheng's plan has received a 
cool reception. Some people doubt that 
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Britain would want to encourage an exodus 
of perhaps millions of people. Such a move 
might suggest that Britain does not believe 
China will keep its promise not to interfere 
in Hongkong's affairs. Australia, it is 
thought, may be unenthusiastic about giv- 
ing up even a slither of its territory, at the 
same time upsetting China wildly. Austra- 
lia’s Northern Territory government last 
week turned the idea down flat. It already 
has a free economic zone where two Hong- 
kong textile companies have set up shop. 
While Mr Cheng goes back to his draw- 
ing board, some of his friends are suggesting 
that the idea was just another way of embar- 
rassing Mrs Thatcher over her failure to give 
Hongkongers a right of abode in Britain. 





South Korea 


In search of 
traitors 


FROM OUR EAST ASIA CORRESPONDENT 


ACK in the heady days of last summer, 

when South Korea was preparing for 
the Olympics, President Roh Tae Woo was 
calling for friendship with the communist 
North. Mr Suh Kyung Won, a farmer and 
opposition member of parliament, took the 
president at his word. He flew to Pyongyang 
to chat with the North Koreans. But things 
have moved on in South Korea, or perhaps 
backward. Mr Suh is now in prison awaiting 
trial on a charge of treason. 

Mr Suh seems an unlikely traitor. The 
country’s security agency alleged this week 





Suh in handcuffs 
26 





T 


NE of the little mysteries of the Pa- 

cific is why Tahiti is considered the 
essence of the blissfully simple life. 
Vanuatu is as pretty and has less of a 
parking problem. Yet nobody drones on 
about the magic of Vanuatu. 

Tahiti's good fortune seems to stem 
from the fact that for a few years at the 
turn of the century Paul Gauguin lived 
there. His life was far from blissful. He 
was nagged by the French administrators 
who considered him a francless layabout. 
He died of disease when he was only 54. 
But this is the stuff of myth which helps 
to make his paintings fetch huge prices 
when they come up for 
auction. 
| Like Gauguin, the peo- 
ple of Tahiti have economic 
problems. Visitors are 
fewer than they used to be. 
This is partly because prices 
in Tahiti are high, and 
partly because the Pacific 
| has had a bad press, what 
with nuclear tests in 
Mururoa and a coup in Fiji. 
Tourists are so easily 
discouraged. 

The tourist trade was 
cheered up therefore when 
a group of Gauguin experts 
from Paris, New York, Lon- 
don and elsewhere gathered 
in Tahiti recently to talk 
about their idol. Judging 
from the report in the lively 
| Tahiti Sun Press, they ut- 

tered the usual nonsenses 
| expected from art experts. 
| But the important thing for 

















that he had accepted more than $100,000 
from the North Koreans over the past four 
years. If Mr Suh was a paid agent of the 
North, he seems to have been a singularly 
inept one. He told a reporter about his free- 
lance diplomacy, and turned himself in to 
the police voluntarily. 

His visit, and its outcome, has provoked 
something near panic among liberal-minded 
South Koreans. Parliament is having second 
thoughts about plans to liberalise the laws 
that say any private contact with North Ko- 
rea is treason. Although President Roh says 
he still wants to promote Korean reunifica- 
tion, all talks—for the moment—are off. 

The North has indeed proved to be a 
fickle neighbour. Mr Roh’s diplomatic over- 
tures have been rebuffed, the North citing 
the South’s annual military exercise with 
America as an excuse. The much-advertised 
new trade links have so far yielded only a few 


The moon and millions of dollars | 





Gauguin’s inviting Tahiti 





————9À 
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| 
Tahiti is that they will spread the word | 
back home that Tahiti is worth visiting | 
to see the original of Gauguin’s land- | 
scapes and womenscapes. | 

That is about all visitors will see. The 
local museum has only one Gauguin and | 
that is on loan. Collectors cleaned out 
Tahiti of every Gauguin long ago. Som- 
erset Maugham took away a door, for a 
few francs, that Gauguin had painted. | 


But Maugham did write “The Moon and 
Sixpence", the novel that greatly 


publicised the Gauguin myth. All in all, 
the traders of Tahiti would consider that 
a fair swap. 





shiploads of fish and coking coal. Worst of 
all, the North appears to be back at its old 
trick of trying to divide South Korean opin- 
ion. It has welcomed with great pomp in the 
past few months illegal visits from two anti- 
government South Koreans: a photogenic 
girl student, and a sincere but muddle- 
headed clergyman named Moon. Mr Moon 
is already in jail; Miss Lim Soo Kyong will 
presumably meet the same fate when she 
returns. 

Mr Roh's presidency has hit a rocky 
patch after a year and a half. The polls say 
the public is no more for him than against 
him, but is annoyed by his decision to cancel 
a promised referendum on his presidency. 
The patriotic card though is not enough. 
This week, in his third reshuffle in less than 
a year, Mr Roh sacked six members of his 
cabinet. 
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WASHINGTON, DC 


TQEAUTY is in the eye of the beholder, 
BJ and some policy-makers see beauty in 
the slowing American economy. One is the 







chairman of the Federal Reserve Board, Mr 


Alan Greenspan, who spent the past year 
worrying about revived inflation. Some peo- 
ple fear that a slowdown, once let loose, 

wld quickly turn into an ugly recession. 

thers think that that is what is needed to 
snuff out inflation. In the middle are Mr 
Greenspan’s fair-weather friends who once 
called for a slower economy but now wince 
as they get it. 

The slowdown is clear. Industrial pro- 
duction has fallen; capacity utilisation is 
down from its peak; unemployment is rising; 
employment is still growing, but less fast 
than last year. Both the car and property 
markets have gone quiet; sales gimmicks 
range from hefty discounts on cars to free 
cars thrown in with the house. 

Even the administration, whose fore- 
casts have often been assailed as over-op- 
timistic, now predicts that (after taking out 
the effects of last year's drought) GNP 
growth, 31496 in 1988, will be just over 296 
in 1989. Since the economy was growing 
faster than that in the first half of 1989, this 
implies a sharp slowdown in the second half. 

. The Fed confirmed this week in its bi- 
nual report to Congress that for the past 
..ionth it had been cautiously easing mone- 
tary policy, moving interest rates down as 
slowly as it had earlier raised them. That 
stately rise in rates in the year up to March 
was one main cause of the slowdown. 





| Slowing down - 
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Sources: US Bureau of Labour Statistics: Bank ol gland: US Department of Commerce 
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year's dramatic improvement in the 


There are two others. One was the 
rise in the dollar in the first part of 
1989. This reduced the growth of ex- 
ports, helping to bring to an end last 


trade balance. The May trade deficit was 
over $10 billion—up by a quarter on 
April, and the biggest this year. 

The second contributor to the slow- 
down was an unexpected surge in tax pay- 
ments of more than $13 billion, which 
would have squeezed consumer spending. 
Some of the extra taxes may have been a 
one-off consequence of tax reform, as indi- 
viduals deferred income from 1987 to 1988 
to take advantage of new lower marginal 
rates. But the administration believes 
around half will continue into future years. 

What of inflation? Optimists, including 
Mr Bush’s chief economic adviser, Mr Mi- 
chael Boskin, reckon that after a blip, 
caused largely by a jump in energy and food 
prices, inflation is on the wane. That view 
was strengthened by the smaller-than-ex- 
pected rise in consumer prices in June. Even 
so, the 12-month rise of 5.2% is nearly dou- 
ble what it was a year ago. If this feeds 
through into wages, it could become en- 


" trenched. Even a hardline chairman of the 


Fed, sure of carrying all his colleagues on the 
board with him—which Mr Greenspan can- 


- not be— might balk at the cost in lost output 


of getting inflation down further. 
Mr Boskin says the administration's 


long-term goal is still stable prices, though 


his new forecast shows consumer-price infla- 
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Greenspan's gamble 


tion coming down only to 3% by 1994. H 
hopes to combine this gentle decline with 
equally gentle fall in unemployment fr 
5.496 next year. Mr Boskin rejects the argt 
ment for a mild recession and sees no reaso: 
why the 80-month expansion ought to 
to a halt—though that might be the 
way to squeeze out inflationary pressu 
The biggest worry is still trade. Mz 
figures show that this year’s deficit could 
only a little smaller than last year's $1 
lion. Supply-siders are unruffled: 
the trade deficit is merely the count 
the capital inflows which reflect fo 
vestors' confidence in the economy 
overlooks the fact that foreign invest: 
unlikely to remain impressed by an eco 
in which both domestic savings and « 
tic investment have fallen as a pe 
GNP. And more foreign borrowing: 
greater outflow of interest, profits. 
dends, so an even bigger turnrow 
trade deficit to surplus will ultim 
needed. E 
There is little sign of any turnro 
The administration is hoping to se 
trade deficit come down; some think 
can happen only if the dollar falls a bit 
than it has already. And so it may ove 
next few months. But political worries ir 
pan and, to a lesser extent, West Germ 
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may then push it up again. 
. In any event, a fall in the dollar takes 
care only of the price side of the trade equa- 
tion. Investment too must fall, or saving rise, 


if the external accounts are to improve. No- 
body wants less investment; the administra- 
tion is boasting that real gross investment is 
at record levels (though not as a percentage 
of GNP). That leaves saving: either private 
ings must rise, or the budget deficit (gov- 
ernment dis-saving) must be cut. 
— Much has been made of the small recent 
revival of personal saving—from a low point 
of 3.2% of disposable income in 1987 to 
? 


5.4% in the first quarter of this year. The 
E. 
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The budget 
Looking up 
N sra DC 


DICHARD DARMAN, Mr Bush's bud- 
LN get director, was smiling this week. In 
'ebruary he was berated for adopting Mr 
Reagan’s rosy budget forecasts. Yet his re- 
d forecasts, issued on July 18th and 
ed on rather more realistic economic as- 
umptions, produced even better numbers 
than before. The main reason is that tax rev- 
enues this year are running $13 billion 
higher than expected. 
_ As a result, the deficit for fiscal 1989, 
which ends on September 30th, is now put 
at $148 billion, $16 billion less than the Feb- 
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| BE RESIDENT George Bush returned 
| A home from the Paris economic sum- 
| mit a seemingly happy man. Could this 
have had as much to do with the food, 
fireworks and fun at the bicentenary of 
the French Revolution as with his tri- 
| umphs at the summit? 
| __ Fresh from his tour of Poland and 
| Hungary, he could congratulate himself 
| that reform in Eastern Europe topped the 
- political agenda, with the leaders of the 
. seven biggest industrial economies prom- 
_ ising to do what they could to help. But 
. European leaders were a little irritated by 
= Mr Bush's convert's zeal. And the presi- 
| dent lost his bid for America to co-ordi- 
nate national aid programmes. France 
| and West Germany insisted this job 
| should go to the European Commission. 
— As expected, the seven leaders threw 
. their weight behind America’s plan, for- 
| mulated by Mr Nicholas Brady, the secre- 
| tary of the treasury, for debt reduction in 
| middle-income developing countries. An- 
| other triumph for Mr Bush? Hardly. 
|| France and Japan, not America, have so 
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higher rate of personal saving will con- 
tinue—a dangerously strong assumption to 
make on the basis of one quarter’s figures. 

. Nor is personal saving the only thing to 
watch: a rise could be offset by lower corpo- 
rate saving if profits fall. The federal budget 
deficit’s negative contribution to saving is 
coming down, but too slowly. Gross na- 
tional saving still seems to be running at 
about 1396 of GN», far below the level of 
America's main competitors. The adminis- 
tration is toying with measures that might 
boost personal and corporate saving. lt 
needs to come up with bright ideas fast. 


ruary figure—though still $12 billion more 
than the original Gramm-Rudman target for 
1989. For 1990 the new forecast—based on 
the assumption that the April bipartisan 
budget agreement is fully implemented and 
that the $50 billion bail-out of the bust sav- 
ings-and-loan industry stays off-budget, is 
for a deficit of $99 billion. If asset sales are 
excluded, as they must be for Gramm- 
Rudman purposes, the figure rises to $105 
billion—well within the $110 billion ceiling 
allowed by Gramm-Rudman. 

Lest Congress assume that it therefore 
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The guillotine petite down like this 


far made most of the running on debt re- 
lief. And it was bad luck for Mr Bush that 
the banks failed to deliver a package on 
Mexico, the first test case of the Brady 
plan, in time for the summit. 

Mr Bush had his first meeting with Ja- 
pan’s prime minister, Mr Sosuke Uno. Be- 
fore the summit started, they agreed to set 
up a joint study—the Strategic Impedi- 
ments Initiative (su)—to identify and 
eliminate structural barriers (such as the 
Japanese distribution system) to Ameri- 
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administration's forecasts assume that this ^ has another $5 
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billion to play with, Mr 
Darman tried to scare it into good behav- 
iour by producing a phoney, higher figure. 
Some congressional committees are finding 
it hard to stick to the agreement, and it 
looks unlikely that the House will finish its 
budget work by the August recess. 

But it is the defence secretary, Mr Dick 
Cheney, who has made the biggest hole in 
the budget deal. In order to "save" $3 bil- 
lion from the fiscal 1990 defence budget, he 
proposes to give his people their October 
pay in September (October 1st this year falls 
on a Sunday). Not surprisingly other com- 
mittees now want to follow suit with their 
civilian budgets. 

The tax side of the 1990 budget is caus- 
ing predictable trouble. The House Ways 
and Means Committee has come up with 
the $5.3 billion of extra revenues required 
under the budget agreement. It refused to 
do this through the administration’s pri 
posed cut in capital-gains tax, but still mar 
aged to avoid, more or less, the label of a 
new tax by concentrating on existing taxes 
or the removal of loopholes. But it is now 
finding it difficult to produce the revenue to 
pay for new tax credits. 

For 1991 Mr Darman's forecast deficit 
ranges round a mid-point of $96 billion, just 
$22 billion above the ceiling allowed by 
Gramm-Rudman. Having cut more than 
that off the 1990 budget without overtly 
busting Mr Bush's no-new-tax pledge, Mr 
Darman must be hoping to repeat the trick. 





can exports to Japan. But sit is really no 
more than Super 301 talks in disguise— 
Japan having refused to join in for- 
mal 301 negotiations—and there- 
fore a measure that once again 
blames America's trade deficit 
on the allegedly unfair trade 
practices of other countries. 
America's Super 301 trade 
weapon is in direct contradic- 
tion of the seven leaders' prom- 
ise in Paris to avoid any discrimina- 
tory actions which undermine the 
multilateral trading system. 

The unusually long communiqué de- 
voted eight of its 22 pages to the environ- 
ment. But it offered well-meaning words 
rather than any new initiatives. And on 
the more immediate economic prob- 
lems—trade imbalances, exchange rates 
and interest rates—there was little talk in 
Paris. This partly reflected the feeling 
that, for the moment at least, the world 
economy is under control. But the strik- 
ing omission of the usual commitment to 
currency stability suggests a widening split 
within the Group of Seven on exchange- 
rate management. Expect more currency 


wobbles ahead. 
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Immigration 


kills, please 


WASHINGTON, DC 






HE rules for allowing outsiders into 

America may be changing again. The 
Senate has passed a bill that tries to set, for 
the first time in American history, an an- 
nual ceiling (630,000) on the number of im- 
migrants admitted. It also gives 
preference to immigrants who 
have the skills that the country 
needs. The House of Represen- 
tatives is preparing its own 
bill—and the two versions are 
not all that far apart. 

À century or so ago, immi- 
gration rules were aimed at 
keeping out the Chinese and, 
to a less extent, other Asians. 
À quota system was established 
in the early 1920s, making im- 
migration proportional to 

merica's ethnic make-up at 
"that time; this favoured the 
British, Irish, Germans and Italians. 
Though a maximum quota was set for immi- 
grants from the east (in practice, from Eu- 
rope), there was, in theory, no ceiling on im- 
migration from the western hemisphere. 
. In 1965 America changed tack, restrict- 
< ing immigration. largely to the families of 
people who were already citizens; this fa- 
voured Latin Americans and Asians. An- 
nual quotas were set for regions and individ- 
al countries—but the spouses, parents and 
nmarried minor children of American citi- 
ms could be admitted over and above these 
quotas, with no numerical limit. 
~ Last year the Senate voted for changes 
- similar to the ones it has just passed, but the 
House took no notice. This year, with com- 
mittee chairmen who are more sympathetic 
towards reform, Representative Howard 
Berman has written a House response to the 
Senate bill. Hearings will be held in the au- 
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Einstein got in. 


tumn, and a new law may yet be the result. 

Congress has been promising itself such 
a thing since it overhauled the law dealing 
with illegal immigrants in 1986. Last year, to 
pacify the Senate, a stop-gap measure was 
eventually passed. It was designed essentially 
to let in more nurses and Irish people. It 
made 10,000 new visas a year available by 
lottery (well-organised Irish applicants dom- 
inated this) and allowed foreign nurses 
whose visas had expired to remain for a fur- 

ther year. 
The passage of the Senate 
bill was a minor victory for the 
two pressure groups repre- 
sented by the bill’s two spon- 
.. Sors: businessmen, represented 

_ by Senator Alan Simpson, who 
want immigration to alleviate 
the shortage of skilled workers; 
and Irishmen, represented by 
Senator Edward Kennedy, 
since their overseas relatives 
are mostly too distant for the 
present scheme. If passed into 
law, the bill would certainly in- 
crease the number of educated 
Europeans entering the country. 

But the House is determined to ensure 
that it should not do so at the expense of 
Asians and Hispanics. One amendment, in 
particular, goes a long way towards allaying 
this concern. It allows the total number en- 
tering the country to spill over the cap if the 
numbers of immediate family members 
(spouses, parents and young children) are so 
great that they steal places from the quota 

alloted to less-immediate relatives. The ceil- 
ing for the two groups E set at 480,000: 
264,000 close relatives; at least 216,000 less 
close. The total ceiling—which does not in- 
clude refugees, and which after the amend- 
ment is a ceiling with family holes—is any- 
how 5% above present immigration levels. 

The new generosity towards skilled peo- 
ple would have a much more immediate ef- 
fect. The Senate bill allows 54,000 people 


into the country for no other reason than 


allows in the same numt 


entists; and workers in occupations 


and did a similar one for the Detroit 









ent system of "points" to 1 
worthy from the unworthy. Senat 
son's points are more easily earned by 
cation, Representative Berman’s .b 
work. Mr Berman would also have a 
to choose the lucky 54,000 from At 
many qualifiers. | 

The Senate bill gives extra pk : 
existing categories of immigrant: 
sionals who are outstanding artists an 













cannot be filled by Americans. lt 
tooned with smaller clauses. One wouk 
the Census Bureau from counting- 
aliens when re-apportioning congres 
districts. Another would double I 
kong’s special visa allowance from 5,C 
10,000. A third would create a special 
gory of 4,800 visas a year for millioi 
prepared to employ at least ten Ame 










































Hed-lining 


NEW YORK 


N JULY 19th the mayor of New: 

Mr Ed Koch, announced that 
withdraw the city’s money from ba 
that—as he puts it—discriminate aga 
poor districts by closing down 
branches in them. Mr Koch's political 
tennae are always well tuned, especially 
election year, and he is picking up à ri 
disaffection with the lending practice : 
banks. Much of this concerns “red-lin 
the drawing of a red line around 
where poverty and crime hurt profits 
refusing to lend money there. 
Last year the Atlanta Constituti 

a Pulitzer prize for exposing bias aga 
blacks in the lending policies of Atlant 
ings-and-loans. Mr Charles Finn, wh 
the Atlanta study, then moved on to. 


Press. He is now in Boston, at the beh 
the Boston Redevelopment Authori 
has put the fear of God into Boston's 
New York has done no study 
plunging into action. To fall foul 
Koch, a bank must make 7596 of its 
closures in any one year i 
neighbourhoods. If it makes 25-7 
closures in such neighbourhoods 
than 25% of its branch openings 
will think about withdrawing deposi 
The banks reacted with pre 
rage. They pointed out that Mr Koc 
be punishing the four banks that have 
hardest to remain in the 
business-—Chemical, Citibank, Chase 
hattan and Manufacturers Hanover.—v 
letting off such banks as Bankers T: 
which closed most of its branches s 
















go. The banks have been closing and 
dating branches, and replacing them 
automated teller machines, to cut the 
of staff in the more competitive busi- 
world of the 1980s. To close the least 
table branches makes business sense. 
Tue, says the mayor, but banks have a 
der social responsibility to provide peo- 
h their credit needs. This is not just 
ical rhetoric. Under the Community 
nvestment Act (CRA) of 1977 and the 
e Mortgage Disclosure Act (HMDA), 
ederal regulators are supposed to quantify 
-good banks are at looking after credit 
needs and to punish unfair treatment of pro- 
spective borrowers by withholding approval 
for expansions into new services. 
. Community groups have used the 
at of the CRA and HMDA to force banks 
lending more money for low-income 
sing and small businesses. Until re- 
ly, however, the regulators had been le- 
t in implementing the laws. During the 
s the responsibility for affordable hous- 
has passed to city governments, which 
: had to rely on partnerships with com- 
al banks—and they have discovered 
h reluctance on the banks’ part. 
The federal regulators have started to 
ess leniently. In March the Federal Re- 
Board denied an application by a 
Continental Illinois, to expand to Ar- 
because of its failure to demonstrate a 
mitment to CRA rules. In April the regu- 
$ issued tougher guidelines for CRA en- 
ent. They may have been reacting to 
iove by Representatives Joe Kennedy and 
y Gonzalez that would force them to 
ose the CRA ratings they give banks. 
This is in the savings-and-loan bailout 
which now contains a clause forcing 
s to disclose under HMDA records the 
sex and income of all those who get 
gages and all those who are turned 


edy, that is not difficult. It is then up to 


gage to a black woman on the same in- 
e as a white man. 


















































1. In the age of the computer, says Mr - 


egulators to spot banks that deny a - 


SEATTLE 


Cc is on the march. In the 
Nw 1970s, tired of their own state's reck- 
less growth, Californians turned to pristine 
Oregon rather as ancient Greeks once cast 
their eyes on the wide-open spaces of Asia 
Minor. Oregon trembled. Its then governor, 
Mr Tom McCall, implored the outsiders to 
visit, but not to stay. “Don’t Californicate 
Oregon” read the bumper stickers. The 
danger subsided, not because of these ef 
forts, but because by the end of the 1970s, 
Oregon's timber-based economy had been 
flattened. Now California's would-be set- 
tlers are looking elsewhere: at Seattle, 

This port city is famed for its glorious 
scenery and outdoor recreation. And more: 
Boeing, advanced technology and trade 
across the Pacific have created one of the 
fastest-growing urban economies in the 
United States. By some estimates, 50,000 
Californians fled San Francisco's $300,000 
two-bedroom houses and Los Angeles's all- 
day rush-hour and moved to Seattle in 1988, 
Of the 80,000 arrivals expected this year, 
four-fifths will be Californians. 

Those already in the city are not en- 
thused. Anti-Californian talk is common; 
some employers even admit, off the record, 
that they discriminate against Californians. 
Last year the city went into paroxysms of 
California-bashing when the Seattle 


Seahawk football team was bought by Mr 


Ken Behring. It was bad enough that he 
promptly raised ticket prices and hinted 
that the team would be moved. What made 
it much worse for Seattle was that Mr Beh- 
ring represented the city’s most despised 
form of life: a Californian developer. 

Other people find less abstract reasons 
for dislike. Loaded with inflated Californian 
housing dollars, the new immigrants find 
the Seattle housing market a never-ending 
Woolworth’s sale. Though prices are rising 








asis of a quick look: by one estimate, there 
are two would-be buyers for every house on 
the market. Especially popular are the neo- 
Romanesque confections,  brick-faced 
towers with their ersatz leaded glass, steep 
roofs and fake arches over the three-car 
garage. 7 
People complain that the Seattle known 
to those who lived there before 1980 is 
nearly gone. Hillsides outside the city are 
shorn of trees, to. give the new housing 
developments unobstructed views. Shop- 
ping malls and business parks replace dairy 
farms. And with no public transport but 
buses, Seattle's roads are fast jamming up. 
To oldtimers, their city is becoming a 
sorry place. They see some new building 
blocking the view of Mount Rainier, five 
minutes added to their trip to work, prop- 
erty taxes edging up. They are horrified. But 
ask the refugee from Orange County. He 
finds a suburban home that costs $100,0( 
less than its California equivalent, is a ti—- 
fling 40-minute trip from work, and has 
trees in the back garden. He is delighted. 








Detroit's mayor 
City father 


DETROIT 


Q'HOULD he be re-elected to an unprece- 
M dented fifth term as Detroit's mayor in 
November, Mr Coleman Young is unlikely , 


to invite his son on to the victory platform. 


Joel Loving, aged six, is a central figure in 
what is becoming Mr Young's most difficult 
race since he was first elected mayor of this 
city in 1973. Detroit faces many problems, 
but the voters and the press have so far been 


. more interested in the mayor's relations 
with the little boy and his mother, Mi 


Annivory Calvert. 


The questions began in January when ^ 


Miss Calvert, a former city worker who is 
now a public-works director in California, 
filed a suit against the unmarried Mr Young 
claiming that he had fathered her son Joel. 
Blood tests proved positive; Mr Young ac- 
knowledged responsibility; an agreement 
over child support is being drawn up. 
Unfortunately for Mr Young, that was 
not the end of the matter. Miss Calvert then 
accused a special Detroit police squad of in- 
vestigating her. The city's police chief, Mr 
William Hart, admitted there was an investi- 
gation, but said it was to check for alleged 
insurance fraud and that it did not peer into 
Miss Calvert's sex life. Mr Young, who like 


Miss Calvert is black, says the press and his 


opponents are being racist in questioning 


_ the propriety of the investigation. The local 


county-prosecutor’s staff is considering 
whether Miss Calvert’s civil rights have 
been abused. She herself wants the FBI to 
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: oki into it. 

All this has added to Mr Pound s al- 
ready substantial problems. Voters are get- 
ting fed up with the city’s failure to deal with 
its many woes. One immediate worry is the 
proliferation of crack dealers who run their 
trade from abandoned houses. For more 
than a year, the city has fought back with a 
campaign to shut down crack houses and to 
arrest the dealers. But since the city is short 
of prison space, it tends to let the dealers go 
free after they have been charged, and they 
soon set up shop elsewhere. 

Hoping to make the most of the pater- 
nity fuss and the crime rate are three chal- 
lengers—Mr Tom Barrow, who ran against 
Mr Young in 1985; Mrs Erma Henderson, 
president of the city council; and Mr 
Charles Costa, a local businessman. Mr Bar- 
row has run a television commercial show- 
ing a child in a bullet-proof vest, a reminder 
of Detroit youngsters with guns who shoot 





Young up against it 


d kill each other. 

A non-partisan primary will be held in 
September, with the two highest-scoring 
candidates moving on to face each other in 
the general election in November. Mr 
Young is expected to be one; either Mr Bar- 
row or Mrs Henderson the other. Mrs Hen- 
derson, one of Detroit's senior politicians, 
has often sparred with Mr Young over the 
city s budget. Mr Barrow has kept his name 
before the public by being chairman of a lo- 
cal hospital (which did not bring him uni- 
versal praise) and leading a successful drive 
against casino gambling in 1988. Mr Costa 
has been struggling to get any attention. 

There is one wild card. In recent weeks 
rumours have spread that either Mr John 
Conyers, a senior congressman, or his 
brother, Nathan, will run. The congress- 
man, who would not have to give up his seat 
in the House unless he won, would be a for- 
midable opponent for Mr Young. 
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Diet 
No more candies, 
Junior 


WASHINGTON, DC 


IKE a mother nagging her children to eat 
fewer sweets, the American govern- 
ment likes telling its over-indulgent citizenry 
to show more restraint. For the third time in 
ten years, the departments of Agriculture 
and of Health and Human Services are get- 
ting together on a set of "dietary guidelines 
for Americans”. Their efforts have set off a 
political food fight. 

The wording of the current guidelines, 
written in 1985, is fairly general: they advise 
people against taking “too much” fat, cho- 
lesterol, sugar, salt and alcohol. But, in a 
country that spent $3.6 billion on potato 
crisps in 1988, and whose average citizen 
consumed 138.5 lb of beef, pork, veal or 
lamb (albeit less than the 144.4 Ib of 1985), 
what is too much? 

The new guidelines, due out in about 18 
months, may try to answer this question, 
and parts of the farming and food industries 
are greatly alarmed. They are lobbying to 
keep the new guidelines as vague as possible. 
Consumer organisations, on the other 
hand, advocate a sterner approach. 

A recent study by the National Acad- 
emy of Sciences says that the new guidelines 
should specify consumption levels: for in- 
stance, that Americans should consume no 
more than 3096 of their calories in fat, in- 
stead of the current 3796. Another proposal 
before the nine-member departmental com- 
mittee that is revising the guidelines is that it 
should give different advice to different seg- 
ments of the population, in particular to 
children. 

Such ideas send shivers down the backs 
of the National Cattlemen's Association 
and the National Pork Producers’ Council. 
They fear the result will be lower sales to one 
of their best customers, the government. In 
a preliminary skirmish in Congress, groups 
are lobbying to keep specific recommenda- 
tions out of a national child-nutrition pro- 
gramme. A lot is at stake: the government 
has already bought more than 200m lb of 
red meat this year for federally subsidised 
school lunches. And any special dietary 
guideline inserted into the child-nutrition 
scheme would probably set a precedent for 
other programmes. 

The government may end up working at 
cross-purposes with itself. Its new guidelines 
are likely to encourage healthier eating hab- 
its, taking the message to an audience be- 
yond the white middle class who have been 
paying it most attention. But since 1985 the 
federal government has been overseeing an 
industry-run programme that promotes red- 
meat consumption. 
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Demand for red meat has declined be: 
cause of the cholesterol scare. The promo- 
tion campaign spends millions of dollars 
urging Americans to eat more beef beca " 
it's "real food for real people". They are £ 
urged to eat more pork, which i is now pro 
moted as “the other white meat” to make 
consumers think it is as low in fat and cho- 
lesterol as poultry. The industry is also fi- 
nancing studies that will claim to show that 
eating meat regularly will reduce colon can 
cer, enhance short-term memory and pro 


tect against infertility, bone disease and age 


Libel 


Loose lips 


OULD America be the land of libel? 
Surely not. It is from 3,000 miles away 
to the east that reports come of vast punitive 
damages against newspapers and magazines. 
In America, the press and television statio: ns 
are protected from such horrors by the first 
amendment. They can defame almost at 
will, say their envious British counterpe b 
But when libel is proved in America, tl 
cost can be staggering. 

In a case just completed, Mr Richar 
DiSalle, a lawyer and former judge, receivec 
$2.8m from the parent company of the Pitts 
burgh Post-Gazette, having successful 
claimed that he was defamed in a 1979 ai 
cle about his dealings with a client in DA 
suit over a disputed will. Mr DiSalle w 
awarded $2m in punitive damages, $210,0¢ X 
in compensatory damages and $561, 000 i 
interest. 

Another libel suit brought similar x 
sults last year, when the Brown & Willie 
son Tobacco Corporation sued CBS a " 
commentator on one of the network’s televi- 
sion affiliates made some remarks about the 
tobacco company’s advertisements. Browr 
& Williamson got $2.05m in punitive dam- 
ages and $1m in compensatory damages. 

Is this a trend? It is too early to tell. 
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New York-based Libel Defence Resource 
Centre says that multi-million-dollar libel 
awards are nothing new in American 
courts—but, after appeals, they usually end 
up at around $100,000. What is different 
about the DiSalle and Brown & Williamson 
cases is that the awards made their way 
through the entire legal system without be- 
ing struck down or reduced. 

Both went up to the Supreme Court, 





which refused to hear either, thus letting the 
awards stand. Further, in another, non-li- 
bel, case, the court ruled 7-2 that the eighth 
amendment's proscription of "excessive bail 
or fines" applies only in criminal cases, not 
in civil ones. This will make it harder for 
publications to look for protection from the 
constitution to limit massive punitive-dam- 
age awards (although the court did hint at 
other ways out). 


Wave goodbye to the Amish? 


INTERCOURSE, PENNSYLVANIA 


OURISM is big business in Pennsyl- 


vania, especially in Lancaster County, 


since they fled religious persecution in 
Germany 250 years ago. Now prosperity, 


not persecution, is threatening their way 


of life. Yet it is the way they live—their 
abstention from all things electrical, their 
carts drawn by horses or mules, their 
crafts and their old-fashioned clothes— 
that brings 5m tourists a year to Lancaster 
County, spending more than $400m. 
Look at the village of Intercourse, 
which sits in the middle of Amish coun- 
try, the eastern portion of the county, 
where there are 90 Amish church districts 
of about 32 families each. On an early Sat- 
urday morning in July, the Amish buggies 
move swiftly in and out of the town, 
knowing that if they linger they will be 


caught by a frustrating day-long jam of ` 


tourist traffic. 

The tourists, and the development— 
the roads, the building, the industry— 
that come in their wake, may drive the 
Amish to look for quieter pastures. There 
is talk in Lancaster County of "scouting 
parties" of Amishmen surveying the 


where most of the Amish have lived ever 


scene in poorer, more isolated areas. Ac- 
cording to one report, Amish farmers 
have taken an option on a large parcel of 
land in Kentucky. "It's the Lord's land 
and we want to be good stewards of it," 
said one Pennsylvanian farmer, Mr John 
Lapp, whose land is threatened by a road. 
"But if someone wants the land more than 
we do, why we'll just move away.” 

The Amish saw early on what was hap- 
pening. In the summer of 1973 an edito- 
rial in a local Amish monthly called the 
tourist industry a Trojan horse: "It was a 
beautiful young animal to behold as it 
marched up and down Main Street... 
with time we did notice that the animal 
was getting unruly, but nobody with au- 
thority raised a voice against it.” 

A few years later, a 74-year-old Amish 
farmer wrote a book, "Farm Life and its 
Changes", that spelt out the details of this 
unruliness: the crowded roads, the motels, 
the restaurants, the filling stations. Those 
are the superficial changes, disturbing to 
the Amish way of life but not destroying 
it. The greater danger, the farmer noted, 
is that every year thousands of acres of 
highly productive land is turned over to 





Prosperity may persuade them to move on 


32 


But all is not lost for the American me- 
dia. The number of libel suits seems to be 
dropping. And suing is still an uphill strug- 
gle. At the same time as it upheld the mil- 
lion-dollar damages, the Supreme Court 
ruled that the first amendment prohibits a 
newspaper from being sued for damages if it 
obtains the name of a rape victim from ofh- 







cial records and then makes it public. 





building development, raising the price of 
farmland so high that "the Amish people 
are being pressed to move to other areas 
where they can enjoy a more peaceful 
form of life". 

Lancaster County's soil is as rich as 
any in America. In 1987 its 5,000 family- 
run farms produced $575m worth of farm 
goods. It beats all other counties in non- 
irrigated farm production, comes second 
in hog and poultry production, fifth for its 
dairy industry. Yet the area under cultiva- 
tion is declining—and the county's popu- 
lation is climbing, fast. 

Non-Amish farmers in the county 
have begun to sell their land to develop- 
ers, and are getting record prices for it. In 
1986 and 1987 15,000 acres of land were 
approved for development, and more 
than 7,000 new homes were built. In 1988 
work started on 5,000 new homes. Some 
21 acres of the county’s farmland are lost 
each day to development. 

Amish farmers, wanting to buy land 
for their sons, cannot match the develop- 
ers’ bids on farms up for public auction. 
Their own farms are subdivided, and then 
divided again, in an attempt to accommo- 
date an Amish population that has dou- 
bled in 20 years: Last year some 200 
Amishmen who wanted to farm were un- 
able to do so. 

So, for the first time in 250 years, the 
continuity of Amish life has been inter- 
rupted. Farming as an Amish mainstay is 
coming to an end. Like their "English" 
(the Amish term for non-Amish) neigh- 
bours, many Amish now work away from 
home. About half the Amishmen in Lan- 
caster County make their living from 
small shops or are driven in vanloads by 
"English" drivers to distant construction 
sites where they earn far more than they 
would on the family farm. 

Some Amish elders see this as the be- 
ginning of the end (“The lunch pail is the 
greatest threat to our way of life," re- 
marked an Amish bishop) and talk openly 
of leaving Lancaster County. "The Amish 
who stay", prophesied an Amish dairy 
farmer, "will be the ones who have big, 
profitable businesses. After a time, they'll 
leave the church." Prosperity, he added, 
has often been fatal to Christianity, but 
persecution never. 
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*Learning to cohabit in Latin America 


EN who lay claim to charismatic lead- 
ership can hardly ask for sympathy. 
Yet Mr Carlos Menem, Argentina’s pre-per- 
forated windbag, deserves a lot. 
Mr Menem scrambled early into office 
ta clean up his predecessor's chaotic leav- 
ss, and is rightly making a run to get the 
Worst done first. Swallowing his Peronist 
party's pride, he appointed as his minister of 
finance a man who embodied everything it 
is against. Miguel Roig was a retired execu- 
tive of the multinational trading company 
Bunge y Born, free-marketeers who have 
been gradually driven by state meddling and 
incompetence out of the Argentine business 
that was once their mainstay. He died on 
July 14th, before he could do a thing. Mr 
Menem at once replaced him with a less se- 
nior executive of the same firm, Mr Nestor 
Rapanelli (who was promptly, and probably 
unfairly, accused of a swindle in Venezuela). 
Do not curl your lip at this. Mr Menem 
is doing the best he can for his poor country; 
better, in design anyway (the execution will 
be another matter), than his more reason- 
able-sounding forerunner, Mr Raul 
Alfonsin. Had he come to power in good 
times the new president would no doubt 
have splashed money about and stored up 
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trouble for the future. His main policy as a 
state governor was to pack the public pay- 
roll, printing inflationary bonds to pay for 
it. Faced with the desperate reality of looting 
in the shops, he is racing new laws through 
Congress to give himself fresh powers. 

Mr Menem wants the trade unions to 
accept pay restraint. To get it, he asks shop- 
keepers to freeze prices and, in effect, sell 
their stock for less real money than they 
paid for it. He promises to cut subsidies to 
the private sector, and to increase the public 
monopolies’ charges as a preliminary to sell- 
ing them off. At the same time he is trying, 
by early retirements and fresh promotions, 
to get the army to sort out its problems— 
and attempting to clear up the aftermath of 
the Falklands conflict too. 

Caudillismo, the pretence that national 
salvation can come from an inspired individ- 
ual, has collapsed into pragmatic expedi- 
ency. That cannot last long, even if Mr 
Menem’s Peronist party lets him get off to 
the start he promises. Yet the new president 
is buying a little space in which to build 
something more enduring. Rather than 
trusting to a political fix, he is turning for 
reform to the freer play of markets. His per- 
plexities are clearing people’s minds, not 
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only in Argentina but farther afield in Latin 
America as well. b 
As governments abandon the claim to. 
economic omnipotence, tolerance and nec- 
essary compromise are flooding into Latin 
America's politics too. Chile faces elections. 
in December, Peru in July. The brilliant Pe- 
ruvian novelist Mr Mario Vargas Llosa, and. 
the successful Chilean ex-minister of fi- 
nance Mr Hernan Buchi, this month al- 
lowed themselves to be enticed back into: 
their countries' political dance as moderate 
conservative democrats. 
Both men, by threatening to withdraw 
their candidatures, compelled squabblin 
like-minded parties to unite behind them a 
the men most likely to beat their more k t 
leaning democratic opponents. (Mr Va 
Llosa's chances are good; Mr Buchi may wel y 
lose to the Christian Democrat, Mr Patrici o | 
Aylwin). As a result of their ultimatums: the 
voters of two misruled countries are for once - 
offered a choice between honourable candi- - 
dates and reasoned policies. | 



































Two cheers for democracy 


The Peruvian and Chilean candidates are 
contending for power just like candidates in - 
any old-established democracy. Their h n 
drum deviousness is replacing the high- 
tragic alternation of populism and military : 
dictatorship that has for a century and a 
stopped Latin America from catching up. 
with the rest of the world. In Peru the p o- 
gressive populist Mr Alan Garcia broug nt 
his country economic collapse, social mise 
and civil war. In Chile General Augusto Pie 
nochet achieved economic success at a prins 
in human freedom that may yet provoke 2 
equally brutal reversal. The emergence o f 
decent candidates in both countries makes 
their transition to reasonable governm: ent 
much more probable. 

The benign infection is spreading. 
guay has reverted, after a bad patch at t 
start of the decade, to its characterise D0- 
litical decency. Paraguay, having got rid o 
the unbearable General Alfredo Stroessnet et, 
may fare better under his successor and son- 
in-law. In giant Brazil, clumsy as ever, an ap- 
parently honest (if muddle-headed) cons 
vative candidate, Mr Fernando Collor d | 
Mello, has emerged as favourite for the 
presidential election in November. 

In Bolivia the verdict is still in suspense, 
in the interim between May's election and 
the transfer of power to a new president in 
August. The presidential election on May 
7th put Mr Gonzalo Sanchez de Lozada, an 
American-educated free-marketeer, in the 
lead without an overall majority; now the 
slightly righter-wing second party, led by the - 
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former dictator General Hugo Banzer, 
seems to be combining with the rather more 
left-leaning third-placed team (and with the 
army) to put the general into the presidency. 
N ince the two parties together have an over- 
- all majority, this is not actively anti-demo- 
cratic; and all three parties broadly agree 
that the country’s present free-market poli- 
cies should be made more so. 
— [n Latin America’s freer democracies, 
people are voting for freer markets. Even in 
Mexico the ever-ruling Institutional Revolu- 
tionary party this month allowed its conser- 
"ve tive opponents of the National Action 
party a token victory in the form of the gov- 
-ernorship of Baja California. It also, after 
two weeks of careful ballot-rigging, refused 
to concede the seats clearly won by the left- 
wing opposition in the state of Michoacan. 
_ The Mexican government's apologists 
say they must rig elections because they will 
go on losing fair ones until they can deliver 
prosperity to the voters; and that will hap- 
pen only when the country is relieved of pay- 
ing its foreign debts. Many Latin Americans 
agree, and want their creditors in the rich 
democracies to do something about it. 
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Guyana 

Other people’s 

money 

FROM OUR SPECIAL CORRESPONDENT IN GEORGETOWN 
$ 


AT GUYANA'S main airport, the roof of 
C M the terminal leaks. The price of want- 
ing to leave the country—a not unreason- 
able desire—is a two-hour wait with your 
feet in an inch of water. Guyana is full of 
Such small signs of creeping decrepitude. 
The only passenger aircraft belonging to the 
national airline is incessantly under repair. 
In the main street of Georgetown, the traffic 
lights do not work. "Somebody stole the 
oulbs last week," say locals laconically. It 
does not make much difference: electric 
power is often unavailable—and anyway, 
petrol shortages keep most cars off the road. 
In third-world economics, Guyana is in 
a select league. Between 1980 and 1987 its 
gross domestic product declined by an aver- 
age of 6% a year in real terms, an achieve- 
ment matched by a handful of oil producers 
and by Mozambique. Real Gpp per head 
dropped 1096 in 1986-87 alone. Such figures 
ire probably exaggerated in two ways: the 
black—unrecorded—economy is much 
healthier than the part counted by statisti- 
cians; and the number of “heads”’ has prob- 
ably dropped faster than figures show. Offi 
cial counts put the population at 750,000 in 
1986 (in a country the size of Britain); locals 
guess the total is nearer 500,000. 
. Like the Scots in an earlier age, the Guy- 
= anese are a nation of emigrants. They turn 
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Africa, law practices in Canada, the Com- 
monwealth secretariat in London. Two out 
of three young graduates are said to want to 
emigrate; at least one family in five has a re- 
lation in Canada. Most of the billboards on 
the roads around Georgetown advertise the 
services of a packing firm that specialises in 
shipping family belongings abroad and 
goodies back to those who are left behind. 

Not surprisingly, Guyana has long been 
a financial leper, with arrears of $1.2 billion 
on its international debts. Much of that is 
owed to Trinidad, for oil supplies. But 
$120m is owed to the International Mone- 
tary Fund, and $36m to the World Bank. 
Without clearing these debts the country is 
unable to borrow more money from those 
institutions. 

Guyana has therefore been the first of 
the third-world basket-cases to be rescued 
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under a special scheme devised by the chair- 
man of the IMF, Mr Michel Camdessus. A 
first-world country chairs a committee of do- 
nor countries which put together an aid 
package. In Guyana’s case, Mr Marcel 
Masse, the Canadian director of the IMF, 
raised promises of almost $300m over three 
years, with the biggest pots of cash coming 
from the United States and Britain. The 
sum is immense compared with Guyana's 
total GNP, only $310m in 1987. In the first 
year, however, much of the aid money will 
go straight out of the country again to clear 
arrears to the main multilateral lenders. 
Guyana's side of this generous deal has 
been to agree to a three-year programme of 
economic reform drawn up by the mF. It has 
the advantage of a competent finance minis- 
ter, Mr Carl Greenidge, once an economist 
with the British Charities Commission. 








Central to the plan has been an exchange- 
rate devaluation of 7096, which has touched 
off strikes in two of the main export indus- 
tries, bauxite and sugar. These may make it 
difficult to achieve the plan's aim to turn 
Guyana's $50m trade deficit this year into 
balance next year. 

Other donors who are being pressed to 
join aid clubs for countries such as Vietnam 
and the Sudan will watch Guyana's progress 
with interest. Rescuing basket-cases is a 
thankless task. For their pains, the Canadi- 
ans had their embassy stoned. Britain, now 
under pressure to mount a similar rescue for 
Zambia, is distinctly unenthusiastic. 





Iran 


Vote Ali, 
vote often 


LANDSLIDE victory seems assured for 

Mr Ali Akbar Rafsanjani in Iran’s 
presidential election on July 28th. Of the 81 
would-be challengers, 80 were judged “un- 
qualified" by the senior clergymen of the 
Council of Guardians. They admitted only 
the obscure Mr Abbas Sheibani, who made 
an unsuccessful bid for the presidency in 
1981 and is back this time mainly to fill out 
the ballot forms. The most serious potential 
rival, Mr Ahmad Khomeini, the son of the 
late ayatollah, is keeping out of the contest, 
saying he needs more time to get over his 
father's death. His fellow radicals must have* 
concluded that the pragmatic Mr Rafsanjani 
would win hands down. 

Far from going into opposition, the rad- 
icals are preserving the show of unity put on 
by the ideologically divided leadership since 
the death of Ayatollah Khomeini. Virtually 
all political and religious factions suppert 
Mr Rafsanjani, whose victory will compl 
the smooth transfer of power which began 
within hours of the imam's demise, when 
the former president, Mr Ali Khamenei, was 
elected “leader of the revolution”. The bit- 
ter power struggle widely expected to follow 
the imam's death has been avoided, so far; it 
is up to Mr Rafsanjani to keep the peace. 

The press is for him (he largely controls 
it). Radio and television support his cause 
(they are run by his brother). He has been 
portrayed as the only man who can rebuild 
Iran's shattered economy, reverse the down- 
ward trend in living standards and restore 
relations with the outside world. without 
compromising the ideals of the revolution. 
This is a tall order. Some will vote for Mr 
Rafsanjani because they think he can bring 
it off, more because they think that, when 
compromises have to be made, he will put 
the economy before revolutionary ideology. 

Mr Rafsanjani, with his plump face, 
wispy beard and white turban often awry, is 
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far sharper than he looks, and no other- 
worldly mullah either. The son of a pista- 
chio farmer, he made millions out of prop- 
erty dealing in the 1970s. His revolutionary 
credentials are impeccable. An ally of 
Ayatollah Khomeini since the 1960s, he 
helped to organise the religious opposition 
to the Shah, and spent time in jail for that. 
Since 1980 he has astutely exploited his po- 
sition as Speaker of Iran's parliament. 

Iran's high politics are dangerous. Mr 
Rafsanjani prospered from his almost filial 
relations with the imam, and his knack for 
turning potential disaster to political advan- 
tage. Deeply implicated in the arms-for-hos- 
tages contacts with America, he used the re- 
sulting scandal to undermine his enemies. 
Offered the job of acting commander-in- 
chief in early 1988—a poisoned chalice at a 
time when lran's military fortunes were at 
their lowest—he quickly got Ayatollah Kho- 
meini's reluctant blessing for a ceasefire. Ira- 

ans nickname him "Kuseh", the shark. 

Mr Rafsanjani favours better links with 
the outside world. He was the West’s least 
disliked mullah until, under fire from the 
wild men, he backed the call to murder Mr 
Salman Rushdie, the British author of “The 
Satanic Verses". Free of the old ayatollah’s 
command, he just might turn more liberal 
again. 


An imperial presidency 

On the day they elect President Rafsanjani, 
the people of Iran will also be endorsing con- 
stitutional changes designed to give him 


„much greater executive powers. The post of 





prime minister is to be abolished; the presi- 
dent will appoint and dismiss the cabinet, 
have day-to-day control of the budget, plan- 
ning and administration, and chair the Su- 
preme Security Council. 

The people may expect too much of 
their new leader, who will face two sorts of 
“sing discontent. The Islamic radicals dis- 

e attempts to improve relations with the 
West, and resist economic measures—such 
as privatisation and heavy foreign borrow- 
ing—needed to revive the economy. Most 
other people, by contrast, blame the Islamic 
system for their economic woes. Their oppo- 
sition to the clerical government could erupt 
unless living standards improve. ; 

In foreign affairs Mr Rafsanjani may try 
to ease his country out of its diplomatic iso- 
lation. In June he went to Moscow, and re- 
paired some of the damage done when the 
Russians tilted towards Iraq in the Gulf war. 
In a deal worth $15 billion over 15 years, the 
Russians are now to build factories and 
power stations in return for natural gas. But- 
they can provide little of the technology, 
and few of the loans, that Iran needs. For 
that it must turn westward: “If they deal 
with us on equal terms and do not wish to 
impose anything on the revolution, we will 
deal with them on equal terms," said Mr 
Rafsanjani recently (but he excluded Amer- 
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es get away from it all 


AIMER are tough in revolutionary 
Iran. For drug addicts they are get- 
ting tougher still. In January drug takers 
were given six months to kick their habit 
or register with the local revolutionary 
committees that act as anti-drug squads. 
From July 22nd unregistered drug takers 
face stiff penalties. So indeed do regis- 
tered ones. The Islamic republic believes 
in shock treatment. They are to be sent 
to labour camps—each province is to 
have at least one—for between six 
months and a year to work off their 
addiction. 

So far more than 200,000 addicts 
have registered. Three out of four are 
young men and seven out of ten are ad- 
dicted to heroin. Before the revolution 
most addicts used opium. By the end of 
July about 50,000 will have been shipped 
off to camps where, if they are lucky, they 
can expect jobs like planting saplings 


Telani junki 





ica, Israel and South Africa from the forgive- 
ness list). Iran’s responsibility for hostages 
in Lebanon, and its refusal to lift the death 
sentence on Mr Rushdie, will make it harder 
than he seems to think for the West to for- 
give and forget. 

The radicals may not want moderation 
in foreign affairs, but Mr Rafsanjani is cop- 
ing with them. He has replaced the radical 
chairman of the foreign-affairs committee, 
Ayatollah Sadeq Khalkali, with one of his 
own men, and announced that Iran has no 
intention of exporting its revolution. In 
Lebanon he has cut the subsidy to the wild 
pro-lranian militia, Hezbollah, and opened 
contacts with Mr Nabih Berri, the leader of 
the more moderate Amal movement. Sooth- 


. political allies. But the strain of their new. 
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along the roads. The less fortunate will 
go to camps in the south-eastern prov- 
inces of Sistan and Baluchistan, Iran's Si- 
beria, where their jobs will include laying 
minefields along the border with Paki- 
stan. The authorities may see this as po- 
etic justice: the sparsely inhabited fron- 
tier zone is a favoured route for drug 
smugglers. 

It is perhaps no surprise that 800,000 
addicts are reckoned to have declined to 
register. On July 18th 13 drug traffickers 
were hanged in public, bringing the 
number executed this year to 700. The 
authorities boast that 230 "large and 
small" drug rings have been smashed in 
the past year. One tonne of heroin, 28 
tonnes of opium and four tonnes of 
hashish have been seized. Iranian dissi- 
dents say many of those hanged have 
been executed for trafficking in mind- 
changing ideas, not in chemicals. 
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ing gestures have been made towards the 
Arab nations of the Gulf (except Saudi Ara- 
bia: the long-standing row over the pilgri m- 
age to Mecca has flared up once more). 

In office Mr Rafsanjani will have to 
work closely with Mr Ali Khamenei, who as 
leader of the revolution is executor of the 
ayatollah’s political legacy. Both men have 
liberal leanings. They have been friends and 
relationship will be intense. Mr Rafsanjani, - 
it seems, hopes to dominate day-to-day af- 
fairs, with Mr Khamenei as final arbiter of 
disputes. If that means bringing in the ghost — 
of the old man to second-guess the new pres- 
ident, he will have no easy dominion. 1 
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= Israel and Palestine l 


x | E t the truth is so bad nobody 
-. MJ dares look it in the face. This is the most 
— plausible explanation for Israel's ineffectual 
^ hitherings and ditherings in the weeks since 
= agroup of mutineers in the central commit- 
. tee of Mr Yitzhak Shamir's Likud party at- 
. tached four fatal amendments to the peace 
— proposal which Israel wants the Americans 
-. to sell to the Palestinians. 
- . . The lethality of the amendments is not 
_ seriously in question. Israel's original pro- 
-posal was to bypass the Palestine Liberation 
_ Organisation by electing interlocutors from 
. the West Bank and Gaza. But one Likud 
. amendment rules out voting in Jerusalem, 
_ the beating heart of the West Bank, and an- 
. Other says the Palestinians must stop their 
= uprising before the election is held. That is 
. curious, when the point of the election is to 
A start a negotiation in which the Palestinians 
= would swap peace in the territories for con- 
= cessions from the Israeli occupiers. 
__ At first Israel's Labour party denounced 
` the amendments for what they were: a death 
_ blow to the plan and therefore to the La- 
.— bour-Likud coalition government which was 
. ostensibly formed for the sole purpose of 
making peace with the Arabs. Labour's lead- 
_ ership recommended pulling out of the gov- 
_ ernment, pending a meeting of the party's 
— central committee. The first response of Mr 
. James Baker, the American secretary of 
- state, was equally cross. He said the United 
2p States might have to drop its support for the 
- election proposal in favour of holding an in- 
. ternational peace conference, an idea which 
Israel dreads. 
= Since then all these jutting chins have 
. Started to tremble. Labour, having peeped 
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The rumbling in the background 
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into the electoral abyss into which it 
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would 
probably topple if it brought down the gov- 
ernment, is backing away. The smart talk 
now is of a “compromise” under which Mr 
Shamir is to pretend that the mutiny inside 
his party never happened. He is expected to 
declare that, despite the evidence to the con- 
trary, the original peace plan is unamended. 
Labour will happily suspend its disbelief and 
stay on after all. The Americans may also 
simulate delight. Mr Baker says he has al- 
ready heard from Mr Shamir that Israel 
stands by the peace plan “without changes”. 

All these second thoughts are under- 
standable. Having invested months of effort 
in the election proposal, the Americans are 
unwilling to see it disappear down a drain. 
Many senior people in the Labour party do 
not want to go that way either (although Mr 
Shimon Peres may have decided that lead- 
ing a principled opposition is the only way 
to preserve his own job as party leader). 
How nice it would be for all the non-Pal- 
estinians concerned if the nasty business in- 
side the Likud could just be forgotten. 

The trouble is that it will not be. In re- 
cent days the pronouncements of Mr Ariel 
Sharon, who led the mutiny against Mr 
Shamir, have grown even more strident. On 
July 17th he called for the “liquidation” of 
Mr Yasser Arafat (a remark “not helpful" to 
the peace process, twittered the American 
State Department). And Mr Shamir’s prom- 
ise to stand by his plan “without changes" is 
hardly reassuring. The original plan is silent 
on all-important details, such as whether to 
include East Jerusalem in the promised elec- 
tion. When the time comes to fill them in 
Mr Shamir must decide whether to obey his 
party or not. On past showing, he will cave 
in to the mutineers. For Israelis, Palestinians 
and Americans a moment of truth has been 
postponed. As usual. 
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Sudan 


Lost sheep 


FROM OUR SPECIAL CORRESPONDENT IN KHARTOUM 


d brigadier's coup is not turning out 
so nicely after all. A few Sudanese were 
hopeful when, on June 30th, a group of offi- 
cers overthrew Mr Sadiq el Mahdi, the 
elected prime minister of Sudan, who had 
done nothing for three years as the civil war 
went on. Newly promoted (by himself), Ma- 
jor-General Omar el Bashir arrested the 
prime minister, sacked the 30-odd officers 
senior to himself, closed the independent 
newspapers, banned political parties, dis- 
solved parliament and said he would end the 
war in the southern provinces. 

The rebel officers denounced the previ- 
ous government's corruption, and had 
caches of "hoarded" goods displayed ~- 
state television. Unco-operative busine 
men (particularly those identified with Mr 
Sadiq's Umma party) were threatened with 
execution. Price controls produced instant 
shortages, especially since they were im- 
posed on the eve of the Muslim festival of Id 
el Adha, when prosperous Sudanese kill a 
lamb and give the meat to the poor. (Faced 
with the order to halve the prices of their 
year's investment, shepherds drove their 
flocks off into the dunes, whence some were 
rounded up by a colonel in a helicopter.) 
The ministries are packed with mid-level of- 
ficers who seem to believe that arresting 
hoarders will increase supplies. 

General Bashir is vague, too, about the 
war in the south. As fellow soldiers, he says, 
he and the rebels should be able to sit to- 
gether and negotiate peace. But he has not 
said clearly where he stands on sharia, the 
Islamic laws whose abrogation the non-Mus- 
lim southerners insist upon (and which Mr 
Sadiq had in practice suspended). By a 
sual remark he caused speculation that 
might let the south secede altogether. Since 
Ethiopia, Uganda and Kenya might all then 
make a grab for the territory, his prompt de- 
nial was welcome. 

At the outset many outsiders hoped 
that the new regime would prove more de- 
termined to deliver peace than its predeces- 
sor. Yet nobody ever doubted Mr Sadiq's 
desire for reconciliation in the south; it was 
his competence, not his intent, that failed. 
He recently threw the National Islamic 
Front (NIF) out of his coalition, because of its 
insistence that sharia be preserved. 

The junta is much closer to the NiF than 
it admits; which may be why Egypt seems to 
have moderated its first support for the 
coup. In the cabinet of "impartial" civilians, 
the ministers of finance, trade, industry and 
information have all helped the NiF. So has 
the minister of justice, who is also attorney- 
general, and so in control of the legal system 
that is the southerners’ main worry. Many 
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"of the senior officers who had been urging 
Mr Sadiq to make peace are among those 
dismissed by the new regime. 

At least the coup was almost bloodless; 
only two officers were killed, in accidents. 
But there is ominous talk of revenge, par- 
ticularly against Mr Sadiq himself, who was 
probably not involved in the corruption 
into which some of his colleagues had sunk. 
Sharia law does not prescribe execution, or 
even amputation, for theft from the public 
treasury. General Bashir’s regime has speci- 
fied that trials of alleged "economic sabo- 
teurs" will be conducted not by Islamic 
courts but by three-man military tribunals, 
empowered to impose death sentences. To 
carry out that implied threat would sentence 
Sudan to more bloodletting. 





Mozambique 


ad timing 


EACE in Mozambique once seemed im- 

possible. Now even the most senseless 
act of violence does not stop would-be for- 
eign mediators from flocking to the scene. 
On July 12th government troops swooped 
by helicopter on the rebel headquarters in 
central Mozambique just as the rebel leader, 
Mr Afonso Dhlakama, was about to set off 
for peace talks in Nairobi. Mr Dhlakama 
stayed home. But a week later Kenya's Presi- 
dent Daniel arap Moi and Mr F.W. De 
eKlerk, South Africa's president-in-waiting, 
were due in Mozambique for talks with Pres- 
ident Joaquim Chissano. 

Between them, Mr Chissano's visitors 
might get Mr Dhlakama to the peace table 
after all. Until recently South Africa's gov- 
ernment paid for the rebel Mozambique Na- 
tional Resistance (Renamo), which it took 

er from Rhodesia's defeated white gov- 

iment in 1980. The rebels still get private 
South African help, but may feel it wise to 
make peace before Mr De Klerk chokes that 
off too. After meeting Mr Chissano he 
urged Renamo to stop fighting and "become 
involved in the positive and peaceful devel- 
opment of Mozambique.” 

For the past six months senior Mo- 
zambican churchmen have, with Mr 
Chissano’s approval, been meeting assorted 
rebel spokesmen in Nairobi. In June the 
rebels held their first congress inside Mo- 
zambique, to consider Mr Chissano’s terms 
for peace. The president offers an amnesty 
and talks on its implementation. But he 
refuses to discuss changes to the constitu- 
tion, and still regards the rebels as South Af- 
rican mercenaries. Renamo demands to be 
taken more seriously than that. At its con- 
gress Mr Dhlakama demanded constitu- 
tional talks and a chance to sit in a govern- 
ment of national unity for two years, until 
an election is held. One spokesman said 
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Eekame would lay down’ its arms only if the 
government did the same. | 

Even so, the Renamo congress was en- 
couraging. The movement’s leadership had 
previously looked too disunited to negotiate 
seriously about anything. Now, if it presents 
a common front, it may get some of what it 
wants. The government's army finds it diffi- 
cult enough to feed its soldiers, let alone de- 
feat Renamo in the field. The government's 
American and British backers want peace, 
and are probably telling it to listen to 
Renamo's demand for a free election. Most 
rebel casualties are inflicted by the 10,000 
Zimbabwean soldiers in the country; but 
Zimbabwe's government, which spends 


some $750,000 a day on the campaign, is 
desperate to end the war before it spills fur- 
ther into its own country. 





How flexible is Chissana? 





South Africa 


The boycott 
principle 


FTER tea with the president came the 
birthday with his own people. For the 

first time since being jailed in 1962 Mr Nel- 
son Mandela was allowed to celebrate his 
birthday on July 18th with his whole family 


around him. At first this concession looked 


like another harbinger of his imminent re- 
lease. But Mrs Winnie Mandela said after- 
wards that her husband did not expect to be 
set free this year. Black people will have to 
decide without the help of their 71-year-old 
hero how to deal with South Africa's 
ungeneral election on September 6th. 

The main black workers’ organisation, 
the Congress of, South African Trade 
Unions, is already planning its protests. Pro- 
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aim formally at the Labour Relations Ac 
which it considers an attempt to cripple di 
right to strike. The timing of its campa 
which is to start on September Ist, e E 
that nobody will be left in doubt shee th 
target is also the election, from which b lac 
are to be excluded, a few days later. — 
The centrepiece of black protest is lik 
to be a general strike and a call to boycot 
the vote. Most blacks boycotted the munic 
pal elections last October. This time the jx "s 
icy of boycott may face stronger oppositic 
For the first time ever, September's elec 
will see voting on the same day not only fo fo 
the white chamber in parliament but for th 
Coloured (mixed-race) and Indian cham 
bers as well. a 
This novelty has already caused som 
embarrassment inside the white-led Demo- 
cratic party. Its liberal principles led it to in- 
vite black and brown membership after it 
was formed earlier this year. But the idea c ) 
backing Indian and Coloured candidates ir 
September's election is resisted by the coun- 
trys mainstream black opposition. D 
United Democratic Front and the Azani ji 
People’s Organisation have told the Deme 
crats that any attempt to contest seats in th ne 
Coloured and Indian chambers would n 
up against the boycott. 1 
The Democrats value friendly relations 
with black groups outside parliament. Yi 
they have not been altogether deterred. 
They do not plan to fight for any seats in th« 
Coloured House of Representatives, for fea ee 
of jeopardising a future alliance with its ma 
jority Labour party. But they intend to fie id 
nine candidates for the Indian House of Del: 
egates, where they have no obvious allies. 
Even this compromise came only after the 
expulsion of one of the party’s leading In 
dian members, Mr Pat Poovalingham, whi 
wanted the party to fight just as hard for 
seats in the two brown chambers as it pla: 
to for seats in the white chamber. He cz sin 
failure to do so “racism”. 1 
Mr Poovalingham accuses the De 
crats of taking orders from the j| Na: 
tional Congress in exile, which opposes pa 
ticipation of any sort in the Coloured ar 
Indian chambers. But the ANC is more re 
laxed about participation in the white ch: d l 
ber, which is at least perceived as havi g le 
gitimacy in the eyes of the people it cla mst 
represent. | 
On this issue the black oppositio ion 
home may be more militant than its impri 
oned leader. The United Democratic Fror 
says it will not even help Mr Wynand M / 
lan, a former National party stalwart w 
has become one of the Democrats’ leade 
and worked specially hard to build bridge: 
to the extra-parliamentary movement. | 
1958 Mr Mandela called boycott a tactic: 
weapon, not a principle. His supporters car 
only guess what he thinks today. 1 





























Worried by the greenhouse 
effect, the House of Com- 


gy urged more government 
on on energy conserva- 

. The government has 

een reluctant to write energy 
ficiency into the electricity- 
xrivatisation bill, now back in 





* also wants a tax on energy 
pay for pollution. 


flation may have peaked, 
pes Nigel Lawson. Well he 
ght: it is now at 8.396. The 
dget's forecast of a 5.596 an- 
rate by the end of the 

ir was too optimistic, he ad- 
tted. Growth in retail sales 
the three months to June 
ped to the lowest annual 
ate for nearly five years. 








uritanism triumphed when 
IPs narrowly rejected a mea- 
sute—approved by the 
Church of England and the 
House of Lords—to allow di- 
vorced men to be ordained. 
"A sad day," said the Arch- 
bishop of Canterbury. 
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| Lord Mackay nibbled away 
barristers’ privileges 

e Bagehot, page 44), 

Bar Council voted to let 
embers advertise. 





zher measures against re- 

ve practices by busi- 

sses and professionals, with 

cartel-busting”’ squad at the 
ce of Fair Trading, and 





mons select committee on en- 
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fines of up to £1m, will be 
part of new legislation in the 
autumn. 


To celebrate their victory over 


the government's attempts to 
make them sell off their pubs, 
the brewers announced an 
imminent rise in the price of 
beer, by up to 10p a pint. 


One of three IRA members ar- 
rested in France is Patrick 

Murray, suspected of involve- 
ment in bombing Brighton's 


Grand Hotel during the 1984 


Tory party conference. A mur- 
dered Ulster businessman was 
a police informer, claimed the 
IRA. 


Just under half the families in 
London’s Hammersmith and 
Fulham have experienced a se- 
rious crime in the past year, a 
survey found. Stopping van- 
dalism to public property fre- 
quently cost more than the 
damage done. The London 
police, overwhelmed by the 
volume, admitted that they 
properly investigate only 30% 
of reported crimes. 


In transit 


. The strikes dragged on. 


Railwaymen (NUR) turned 
down an 8.896 offer, even 
though the drivers and white- 
collar staff accepted it, and 
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called a sixth strike for July 
26th. Local-government offi- 
cials are thinking of switching 
from one-day to indefinite 
strikes, but dock workers are 
trickling back to work. 

















French air-traffic controllers 
opened the traditional sum- 

mer season of flight delays. 
Travellers seem undeterred: 

on present trends, says the 

Civil Aviation Authority, Brit- 
ain will need a new runway ev- 
ery three or four years by the 











turn of the century. Flights 
have increased 40% in the 
past five years. 







The official railway watchdog, | 
the Central Transport Con. 
sultative Committee, said pri- 
vatisation of the railways — — 
* ad 
| 

















would be a disaster unless 
tough safeguards for passen- 
gers were implemented. 
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l Mr Nicholas Ridley, revealed 
| 
| 
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A Bastille Day strike by 








John Ashworth, pioneering 
vice-chancellor of Salford Uni- 
versity who got industry to 
pay for academic research, 
goes to the London School 
of Economics as director in 


October 1990. 


Property 


The environment secretary, 


to parliament government — — 
guesses of how much the poll 
tax will cost ratepayers. The 
average level will be £275, 
with huge variations around 
the country. The subsequent 
uproar in the Commons will 
do little to revive Mr Ridley's - 
already flagging career |. ^ e 
prospects. ia 


The government is consider- 
ing selling off the Property 
Services Agency (Psa), which 
manages all public buildings 
from ministries to prisons and 
military bases. That would be 
the biggest Whitehall agency 
ever sold. 


Campaigners trying to stop 
development at the site of the 
Rose Theatre, where Shake- 
speare probably acted, lost a 
high-court case to get it listed 
as an historic monument. 
They will now urge Southwark 
council to adopt an alternative 
building plan, which they be- 
sets would damage the site 
less. 


ee nte 





The government plans to cur- 
tail the use of alcoholasa pre- 
servative in "gripe water" for - 
babies, after it was revealed | 
that 50 babies may be getting 
drunk on it each vear. 
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Setting themselves apart 


OR the past five weekends groups of 
youths have fought each other in a cou- 
ple of northern towns, wrecking anything 
they can get their hands on and throwing 
the debris at police. An everyday story of 
typical British yobs? Not quite: half of them 
were Asians, noisily destroying the comfort- 
*hle picture white Britons have of the well 
sciplined children of apolitical shopkeep- 
ers. The Muslims' new assertiveness is ram- 
paging through stereotypes, exposing 
contradictions and breaking old alliances. 

The latest bout of street politics started 
a month ago. Bradford's Council of 
Mosques, under pressure to renew its cam- 
paign for the withdrawal of Mr Salman 
Rushdie's novel "The Satanic Verses", 
organised a demonstration for June l7th. 
While 5,000 marched quietly, 100 or so 
youths broke away and started behaving, ac- 
cording to a local activist, "like head- 
less chickens”. Police arrested 54. 

The .next weekend, in the 
neighbouring town of Dewsbury, the 
score was 79. The anti-Rushdie cam- 
paign had organised a protest. It was 
called off when organisers heard that 
the British National Party and a left- 
wing Asians-and-blacks' outfit, the 
Kirklees Black Workers' Group, were 

"inning their own demonstrations. 
_ Ye mob roamed again, wrecking a 
pub. Muslim leaders, nervous of the 
violence and of the re-emergence of 
the kind of left-wing groups that dom- 
inated racial politics during the 
1970s, decided to cancel a protest 
planned in Blackburn for July 22nd. 
The violence has continued in Brad- 
ford, though. Groups of white boys 
have been fighting Muslim boys, both 
armed with stones, bricks and iron 
bars. 

London’s Muslims have been 
protesting not about Rushdie’s book 
but about the failure of the police to 
protect them against racial attacks 
which, they say, have doubled this 
year. Some 3,000 Bangladeshi Mus- 
lims came out in Spitalfields on July 
16th. Two men had been killed—one 
stabbed, one burnt in his car—and a 
woman thrown off the balcony of her 
flat. The police, they said, were not 
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much interested. 

Bradford's boys are stirring things up 
partly because they think the older leaders' 
campaign has failed. True, it may not have 
got Mr Rushdie's book withdrawn; but it 
has forced onto the political agenda the is- 
sues that have troubled Britain's 1 m-or-so 
Muslims for decades. 


Which side are you on? 


Meeting Muslim leaders last month to talk 
about the Rushdie affair, the home secre- 
tary, Mr Douglas Hurd, and his junior min- 
ister, Mr John Patten, found themselves in a 
range of arguments. They had to contend 
with demands to protect Islam through the 
blasphemy law (which now shields only 
Christianity); and they were asked to give 
Muslims the same separate-schooling rights 
as Catholics and Jews have. But they were 





To God, not Westminster 


me 






































most taken aback when Muslims demanded: 
the recognition of Muslim family laws on. 
marriage, divorce and inheritance. E 
Each camp's position is riddled with. 
contradictions. The Muslims' campaign for. B 
the right to be separate is in itself evidence ` 
of integration: they have lost the common 
nervousness of new migrants. Ten years ago 
the older generation of Muslims would. 
probably not have had the confidence, nor 
their leaders the command of English, to 
mount such a campaign. Asian politics, in 
those days, was run mostly by white lefties 
with a smattering of brown graduates who 
alarmed their parents. T 
Yet if such confidence is essential for 
making political demands, the demands. 
themselves suggest a wish that integration 
should go no further. Bradford boys brea 
ing away from the parent-led protest are one 
of the reasons. Muslims fear that "British-- 
ness” implies parents’ loss of control, and 
children's loss of respect for their elders. — 
The values that the Muslims want to 
protect through separate schooling are, 
broadly, the values that Tories support. e 
Daily Mail, in a laudatory series on Muslim 
published just before the Rushdie affair be- 
gan, concluded that “‘they—and their 
children—have a far more highly de- 
veloped sense of the importance of 
their faith, their families and high 
standards of behaviour than many of | 
us apparently do.” $ 
Yet the government does not 
want to make concessions to the Mus- 
lims' demands for the right to be dif- 
ferent. In an open letter to Muslims 
on July 18th, Mr Patten wrote th 
“one cannot be British on one's own 
exclusive terms or on a selective ba- 
sis" and demanded from them "a re 
degree of integration, or active par- 
ticipation in the mainstream" —even 
when the mainstream dilutes family 
discipline. Ministers dislike the idea 
of separate schools. Muslims fear that 
they, like other British parents, must 
now watch their children drift off te 
discos, football violence and ille in 
mate motherhood, which can har 
be what Tories want to see. 
The ironies are no less appar 
in the Labour party. Labour was. ona € 
better known for its belief in a mult 
cultural mix than for supporting am 
ily discipline, parental authority ar 
religious conservatism. It has, v 
ever, consigned integration to na 
dustbin, and committed itself to sepa 
rate schools for Muslims, if heng want 
them. Mr Jack Straw, the party's edu- 
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Abad old story 


PTIMISTS who believe in the even- 
tual victory of social harmony over 
racial friction should read a book by Lord 
— Gifford, published this week, on Liver- 
= pool’s race relations. Liverpool's blacks 
have been around for 200 years; Brad- 
ford's Asians for 30. 
Lord Gifford's report, commissioned 
by the city council, will be ignored by 
- those who wish to believe that it exagger- 
ates. As a Labour peer and long-time cam- 
paigner on race, he is seen as parti pris. 
Unfortunately, the thrust of his report is 
accurate: Liverpool is a racist city, its 

- blacks get a rotten deal socially and eco- 
nomically, and much has got worse since 
the Toxteth riots in 1981. 

Toxteth is a large part of south Liver- 
| pool that includes many white areas. 
| Within it, the blacks are concentrated in 

| Liverpool 8. The houses are crumbling, 
|| weeds flourish, shops are boarded up and 
the street-signs are painted in the 
 Rastafarians! green, red and yellow 
stripes. Except for the drizzle, it could be a 
third-world country that has run out of 
cash. 

Despite the common view that the far 
- left is in favour of all things ethnic, blacks 
got short shrift from the Militant group 
| that ran the council until 1987. Militant's 
_ line was that class, not race, was the issue. 
— While 8% of Liverpool i is black, the coun- 
cil, by far the biggest employer in the city, 
| filled 1.6% of its 30,000 jobs with blacks 
| in 1987. Militant’s big spending pro- 
- || gramme was on housing. Of over 4,000 
| _ houses built during 1983-85, 185 went up 
- in Liverpool 8, the main black area, which 
| _is also the most derelict part of that run- 
| down city. 
| Council ideology has changed since 
Mr Keva Coombes took over as leader. He 
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cation spokesman (and MP for Blackburn, 
yh vhich has a substantial Muslim population) 
der on July 16th that criticism of such 
Schools was "uninformed and sometimes 
OU hing on the racialist”. Cynics ask if 
La dour ’s new-found enthusiasm for Mus- 
E ms' right to separateness may have some- 
ning to do with the dozen-or-so inner-city 
constituencies in which Muslim support is 
rucial. 

= Most confused and miserable is the lib- 
er intelligentsia, with nobody left to sup- 
port but the invisible Mr Rushdie. Normally 
first out in defence of browns, intellectuals 
ca ot support those who put religion be- 
| fore liberal values. Usually supporters of La- 
bour, the nation's thinkers now decry that 
party's advocacy of separate schools. Reli- 
t E anti-government, they now find them- 
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is not, however, optimistic about chang- 
ing practice: "I don't know what the solu- 
tions are that can persuade people to put 
aside conservatism, self-interest, negativ- 
ism and all the reasons for not doing any- 
thing that dominate an organisation like 
the council." 

Since the police refused to give evi- 
dence to Lord Gifford, the chapters on 
them are somewhat one-sided. The in- 
quiry did talk to an officer, Mr David 
Scott, who left the force in 1988. Col- 
leagues wrote "don't speak to him, he's 
married to a nigger” on his locker. "The 
force policy in general", he said, "ap- 
peared to be that... . hard drugs would 
be allowed in, the community would be 
left to 'dope itself up', to 'keep the lid 

n'." The day the report was published, 
Mr Scott was arrested in connection with 


"serious criminal offences”. 

Perhaps the gloomiest stuff in the re- 
port, though, is the common, everyday 
racism that blacks have to put up with: be- 
ing refused jobs in favour of white people 
with fewer qualifications, being turned 
away from private-sector housing in better 
areas, being harassed at work. According 
to a trade-union official, “on the job there 
are very few incidents. There is some 
working-class banter. Words such as nig- 
ger and coon are used, but they are not 
maliciously intended.” 

What the report does not detail is the 
blacks' reaction. Liverpool 8 has effec- 
tively declared UDI. Whites are not wel- 
come. Television crews, the only whites 
much interested in going there, have to 
apply to local leaders for an escort, and 
even then may lose the contents of their 
car to a rival gang. Mention of the govern- 
ment task force for Toxteth set up earlier 
this month raises an ironic smile. 





Keep out 


selves in uncomfortable alliance with the 
integrationist Tories. 

Miss Fay Weldon, a novelist, has de- 
manded a rethink in a recent pamphlet enti- 


tled "Sacred Cows." She says the Koran is 
sexist and racist, deplores the treatment of 
Muslim women, and bashes those intellectu- 
als who find it “pleasanter, easier to be seen 
on the side of ethnic minorities... too 
frightened of being labelled white racist, elit- 
ist to interfere.” 

Miss Weldon’s position has its prob- 
lems, too. “The uniculturalist policy of the 
United States worked," she says in an inter- 
view in the Independent, “welding its new 
peoples from every race, every nation, every 
belief into a whole." As in New York, Chi- 
cago, Philadelphia, Miami... . ? 








Poll tax 


Whew 


OR the moment, Tory members of Par- 

liament can stop worrying that the poll 
tax, payable in England and Wales from 
April 1990, could cost them their seats at 
the next election. Mr Nicholas Ridley, the 
environment secretary, has produced long- 
awaited estimates of each council's level of 
poll tax, and they could be worse. 

His aim is that the average poll tax will 
not be more than £275 per head or £550 for 
a couple—not much more, in other words, 
than the average of domestic household 
rates (£518) under the existing system of lo- 
cal-government finance. The planned level 
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of spending, both from central grants and 
raised locally, will stay more or less the same. 
The main haggling has been over how the 
transitional costs of phasing-in the poll tax 
should be shared. 

Two years ago Mr Ridley announced a 
safety net to soften the sharpest effects of 
the switch to the new system in its first four 
years. The biggest long-term losers are likely 
to be inner-city councils that have tradition- 
ally been high spenders, with a relatively low 
income from domestic rates topped up by a 
big take from business ratepayers. This is be- 
cause, from 1990, business rates will be 
pooled and redistributed centrally. 

The original safety net would have ini- 
tially allowed such councils to keep spend- 
ing constant without having to raise more 
from poll tax than they had from domestic 
rates. But that would have forced other 
councils that stand to gain from the new sys- 
.tem—many of them in Tory seats—to post- 

one their gains for four years. To finance 
ine safety net, they would have had to set 
poll taxes up to £75 higher in the first year 
than they would otherwise have done. 
Pressed by Tory backbenchers, Mr Ridley 
compromised, and about half of projected 
gains are now to come through in the first 
year. In less fortunate councils, there will be 
losses of up to £25 per adult. 

The forecast levels of poll tax are still 
thoroughly bizarre. In London, high-spend- 
ing Haringey will start by charging £642 a 
head; high-spending Camden £361; rela- 
tively low-spending Tory Westminster £428. 
Outside London, socialist Sheffield will pay 
£306, £3 less than true-blue High Wyc- 
ombe. Famously Thatcherite Wandsworth, 
in London, remains great value for an inner- 
city area, at a mere £148—astonishingly, the 
cheapest in the whole of England. What a 
nice example for ministers to point to. 

The highest poll-tax bills in London 
-3uld cause much hardship: a four-adult 
 o»usehold in Haringey will have to pay 
about a quarter of one adult’s average earn- 
ings. Mr Ridley’s figures may well prove to 
be underestimates. Councils are apt to over- 
spend, the Treasury habitually underesti- 
mates inflation, and Mr Ridley appears to 
have assumed that all the poll taxes due will 
be collected. If not, those who do pay will 
have to meet the deficit. | 

Poor Mr Ridley. Even when he has what 
his friends must reckon good news, he tells it 
badly. In the Commons, he failed to pro- 
duce enough copies of the figures, and angry 
MPs forced the Speaker to adjourn discus- 
sion of his statement for an hour. He also 
infuriated Labour members by using his offi- 
cials to cost the Labour party's proposals for 
local-government finance, and to demon- 
strate—in his eyes, at least— that its com- 
bination of rates based on property values 
with local income tax would cost an average 
adult in inner London £1,653 a year. 
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Traffic forecasts 


Guess again 


HE m25 has done for traffic forecasters 

what the great storm of 1987 did for Mr 
Michael “there will be no hurricane” Fish. 
In its first traffic forecasts for five years, the 
Department of Transport admits that it 
vastly underestimated traffic growth in the 
later 1980s, drastically revises upwards its 
forecasts for the next 30 years and explains 
why it thinks it is right this time. 

Like weather forecasters, traffic fore- 
casters always hedge against being totally 
wrong by pointing out that they cannot pre- 
dict the future with complete reliability. 
This attitude encourages both kinds of fore- 
caster to treat their mistakes as aberrations, 
rather than learning from them. 

Forecasters in the 1970s and 1980s have 
been excessively swayed by the mood of the 
times. In the gloom following the oil shock 
of 1973-74, it was thought difficult to justify 
anything more than a two-lane London or- 
bital motorway; within three years of open- 
ing, the M25 is having to be upgraded from 
three lanes to four. The last national traffic 
forecasts in 1984 took the recession of the 
early 1980s as a norm; within two years, traf- 
fic was above the upper limit of the pre- 
dicted range. 

The new forecasts (see chart) assume 
modest but continued economic growth, av- 
eraging 2-3% per year. Civil servants have 
also recognised the strong link between in- 
come growth and car ownership and use. 
British car ownership is still low, and may 
not reach the present American level until 
the 2020s. As for use, the forecasters believe 
that changes in petrol prices are broadly off- 
set by changes in fuel-efficiency, so pump 
prices will have little long-term effect on 
traffic. | 

Officials therefore guess that road traffic 






























will double by the 2020s. That helps Mr Paul 
Channon, the transport secretary, to justify 
a recently doubled £12 billion roads pro- 
gramme. What such broad estimates do not 
do is tell planners what pattern of traffic to 
expect, and hence where to build roads 
About 6096 of the time, projected traffic lev- 
els on individual roads are reasonably accu: 
rate. Since 1981 transport-department bof 
fins have been trying to work out what went 
wrong with the other 4096. They have not 
come up with much of an answer. In particu- 
lar, they refuse to accept that lessons can be 
learnt from the underestimate of traffic on 
the M25, insisting that a motorway arounc 
the capital city is sui generis. 

That was not the view of the House of 
Commons public-accounts committee, in à 
recent report which claimed that the M25 


episode showed the forecasting method- 






Jammed today, 
jammed tomorrow 
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— ology used to be "fundamentally flawed”. 
- The government, in reply, plays down the 
- importance of new traffic generated by the 
motorway, though it acknowledges the im- 
portance of traffic diverted from other 
routes. 

Such mistakes could be repeated if the 
— government were to build an outer London 
— orbital road, 10-15 miles beyond the M25. Is 
such a notion anything more than a gleam 
in the eye of the British Roads Federation 
(BRF)? It may be. Take another look at the 
government's recent white paper on roads: 
- though it does not say so, its plan for a dual 
= carriageway linking Aylesbury with Col- 
— chester, together with proposed studies of 
— links between the M3 and M40, Hampshire 
and Kent, and a lower Thames crossing 
— from Kent to Essex, between them make up 
~ much of the circle drawn by the BRF. Even if 
— they do not produce a ring-road, such links 
— would, like the M25, open up new "orbital" 
- routes in areas now prosperous in their own 
right but still served mainly by radial roads 
heading to and from London. If that did not 
produce more shopping trips between East 
Grinstead and Crawley, it would be an odd 
world. 









| ; Teachers 
- Where are you, 
‘sir? 


HE education secretary, Mr Kenneth 
A Baker, spent the moments before July 
— 18th’s parliamentary debate on teacher 
- shortages languidly flipping through a glossy 
f magazine, Nostalgia. When he rose to his 
- feet, he insisted that the problem had been 
= exaggerated by reachers’ unions, agitating 
— for a pay rise, and the media, eager for copy. 
- Privately, he is probably more worried. The 
ambitous reforms in the 1988 Education Re- 
—— form Act will not work if Britain's teachers 
= continue to protest against their pay by leav- 
ing the profession. 
- . Some of the most impassioned speeches 
in Tuesday's debate came from Conserva- 
_ tives with constituencies in the south-east. 
- Teacher shortages are now hitting their con- 
- stituents. MPs pointed out that the booming 
south could soon end up with the worst edu- 
- cation system in the country, as good teach- 
| ers gravitate to areas with low house prices. 
— — Many businessmen are also worried 
Boo the shortage of cash in schools. At a 
- recent conference organised by Business in 
- the Community, a pressure group con- 
- cerned with getting industry to take an in- 
— terest in social problems, a succession of in- 
-dustrialists lamented the low morale of 
teachers and the shabby state of schools. 
Acutely aware that the number of school- 
leavers will decline by a quarter between 
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Nice reforms, shame about the pay 


now and 1994, they are desperate for better 
educated recruits. 

That teachers are demoralised is clear. 
A poll commissioned by the Daily Tele- 
graph found one in three thinking of leaving 
the profession. All but one of the bodies 
which gave evidence to the Parliamentary 
Select Committee on teaching expressed 
grave concern about low morale and teacher 
flight: the exception was the Department of 
Education and Science (DES). The commit- 
tee's forthcoming report will accordingly be 
critical of the government. 

Overall figures for shortages conceal the 
true gravity of the problem. Shortages are 
worst in London and the home counties. In- 
ner London's education authority is short of 


Florida Phil's flit 


HE Great Train Robbers' great mis- 

take was to beat a train driver bru- 
tally across the head. Wise criminals do 
not do things that make a bad impres- 
sion on the public—on whom the police 
rely heavily for tip-offs: Mr Ronald Biggs 
and associates could have learnt a bit 
about the perfect crime from a quiet se- 
curity-van driver, Mr Phillip Wells. 

On July 14th Mr Wells quietly disap- 
peared with £923,000 of cash in various 
foreign currencies belonging to a travel 
agent, Thomas Cook, which he had just 
picked up from London's Heathrow air- 
port. Florida Phil, as he was quickly 
dubbed by the popular press, appeared 
to be a harmless sort of chap: a divorced 
man living in a rented bedsit in Houns- 
low, west London, who had been in the 
habit of flitting off to Florida to visit a 





638 primary teachers. The best-qualified are 
most inclined to leave. According to the 
Daily Telegraph’s poll, 40% of experienced 
teachers with degrees are thinking of pack- 
ing their bags, compared with 30% of the 
profession in general. 

Teachers are hardest to hire in a hand- 
ful of marketable disciplines—notably the 
sciences, mathematics and modern lan- 
guages—while home economics and physi- 
cal education are over-staffed. Science and 
modern-language graduates are no longer at- 
tracted to teaching: in 1985 not one Cam- 
bridge physics graduate chose to teach. At 
the moment the Kent education authority 
lacks 34 teachers in maths, 39 in the sci- 
ences, and 27 in modern languages. Many 
children are being taught by under-qualified 
staff. In 1986 (the last year for which DES 
figures are available) 1396 of mathematics 
teachers and 1896 of physics teachers had no 
higher education in those subjects; or' 
about half had a degree in them. The pro 
lem is set to get worse in the near future. 
According to the DES's own calculations, by 
the mid-1990s Britain could be short of 
1,000 qualified teachers in mathematics, 
1,500 in physics and chemistry, and 2,500 in 
modern language. 

Shortages are essentially a product of an 
inflexible salary structure. The government 
is trying, against tenacious opposition from 
unions and local authorities, to change that. 
Mr Baker has already introduced incentive 
allowances to reward merit and attract 
scarce talent: 140,000 are already in place 
and another 28,000 will be introduced ine 
the autumn. But local authorities still prefer 
to award allowances to compensate for ad- 
ministrative burdens, rather than to attract 
new talent. 


-"—————————————————— | us 


stunning southern belle who became his 
second wife. Mr Wells must have 
planned the logistics of his latest flit care- 
fully; more unusually, he managed to de- 
sign his crime to make him appear quite 
a likeable villain: 

@ The amount stolen, nearly £1m, is 
about the maximum that a little man like 
Mr Wells could win on the pools—and it 
wasn't even in real, British money. 

e The only injured party was a large com- 
pany, in a largely unpopular business. 

e [n a master stroke, Mr Wells decided to 
leave his colleagues’ pay packets, worth 
£5,000, in his abandoned van. He re- 
moved only his own pay packet, leaving 
his pay slip (presumably for tax records). 
For 0.596 of his total haul, he thus 
bought himself a far better chance of get- 
ting away with it. 
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| Interest Rate Spike? 


Why do Forbes, Tbe Wall Street Journal, Business 
i| Week, Money and Barron's quote financial 
| forecasts from Young's World Money Fore- 
| | cast? The answer is Richard C. Young's “unique 
| analytical approach" to forecasting and his 

















































penen i booksellers wili heip you “uncanny accuracy." Now in its eleventh year, EF. SIF. $60.00 
@Cha arge to lo Amex, MasterCard, Visa Forecast is one of the UNCTAD Commodity Yearbook — 
YD orsend Stateside check ti most widely read busi- | B.89.1L.D.1 $60.0 375 
K @ We ship anywhere in the world | -ness and investment 
| e Gift wrapping available forecasting services. 
* Mail orc ers v welcomed A three-issue introduc- | tional Corporations in Si 






























Servi 





- tion is yours for next to | 
aching: You will receive Young's latest forecasts 
for interest rates, gold, currencies, the stock 
market and the U.S. economy. Just send this ad | 
along with *1 and your name and address to: 


E Young Research & Publishing, Inc. | 
| | Federat Bidg., Thames St, Newport, R.I, 02840] 
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+ Open 24 HOURS every day | 
FREE monthly new title forecast 
available—the perfect way 
to keep up with the news 
about the latest U.S. books. 
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Encyclopaedia of occupational 
health and safety 

3rd edition, 3rd impression 1989 
(^ with modifications) 


one of the best buys for content that has 
sared in some time . . . should be carefully con- 
s Jered by those collections that require basic cover- | 
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Safety in the use of industrial 
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tackay's triumph 


“HE white paper on the legal profes- 
A&A sion, unveiled on July 19th, is a tri- 
mph. Those who doubt its radicalism 
hould have been at the press conference 
hat afternoon, when Lord Mackay, the 
ord chancellor, looked as pleased as 
yunch. The representatives of the Bar, 
10 had opposed his most far-reaching 
'roposals, looked as if their world had 
'nded— which it may have done. — 

When Lord Mackay first made his pro- 
»osals in a green paper in January, there 
re two points at which one branch of 
e legal profession or another directed its 
e. On both he has been able to find rea- 


nable compromises that protect the 





The solicitors opposed opening up 
veyancing—a central part of buying a 
—tó banks and building societies, 
now own most estate agents. Under 
white paper's plans, financial-services 
mpanies will be able to offer conveyanc- 
g but they will not be able to act for 
both buyer and seller, will be prohibited 
rom "tying" conveyancing to any other 
financial services, and will be legally 
bound to give a client an interview to 
dentify conflicts of interest. 

On extending rights of audience in the 
higher courts to solicitors, Lord Mackay 
has satished those who thought that the 
udges should have a role in deciding who 
ippears before them. It will be up to the 
Law Society—the solicitors’ governing 
body—to draw up rules for solicitor-advo- 
ates. The rules will then go to a new advi- 
sory commitee, whose views will be made 
sublic, and to the lord chancellor. 

A committee of judges, legally bound 
o have regard to the advisory committee, 
Il then have to approve the rules. It is 
ain that neither Lord Mackay nor the 
w Society (which is cock-a-hoop) be- 
ves that the judges will wish to court 
ntroversy by turning down what every- 
ne else has publicly approved. On every 
her matter, like removing barriers to 
partnerships between lawyers and other 
ofessions, Lord Mackay’s deregulatory 
dans remain. 

.. Which begs some fascinating ques- 
ions. How has an elderly Scottish judge, 
ie quintessential outsider, been able to 
root a vested interest, when other cabi- 
t ministers have failed at similar radical- 
n? Why has the Bar been less successful 
an either the brewers, who partly foiled 
rd Young's attempt to remove their ties 
'pubs, or the doctors, who are making 
e such a misery for Mr Kenneth Clarke, 
e e health secretary? 
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Lord Mackay nearly did not make it. 
He has been cut adrift by his fellow judges 
(the English ones think him an ignorant 
Scot; the Scots that he has fallen under 
the spell of that awfu’ English woman). He 
has sometimes been isolated in cabinet. 
Sir Patrick Mayhew, the attorney general, 
has often seemed to put his titular posi- 
tion as head of the Bar before his member- 
ship of a government dedicated to 
deregulation. 

Yet Lord Mackay has had crucial allies. 
The prime minister—a barrister herself— 
has always supported him. So have off- 
cials at the Department of Trade and In- 
dustry, as have ministers there. Lord 





Adrift, but ahead 


Young has usually been a staunch sup- 
porter, and Mr Francis Maude, the junior 
minister in charge of competition, and a 
barrister to boot, has been vital. It was Mr 
Maude who was able to help craft a com- 
promise when Lord Mackay was stuck 
three weeks ago. Mr Clarke (another bar- 
rister) also helped, seeing that the reforms 
of the health service would lose all credi- 
bility if ministers caved in to lawyers. 
Contrast the cases for scrapping the 


- brewers’ ties to pubs, and changing the 
` practice of medicine. Lord Young got lit- 


tle support from colleagues in the cabinet 
for his more radical plans. Mr Clarke, too, 


has had to fight for his reforms on his. 


own. Ever since the Conservatives lost the 
Vale of Glamorgan by-election, when 
scores of doctors campaigned against his 
proposals, other members of the cabinet 
have been running scared. 

Lord Mackay's allies inside the govern- 
ment were less important, however, than 


. those outside. Consumers and patients 
are hard to organise. Pub-goers are ram- 





shackle allies. Mr Clarke cannot appeal to 
an organised body of potential patients 
for support. 

Lord Mackay, in contrast, had one 
branch of the profession—the solici- 
tors—who broadly thought he was right. 


And the Law Society, which in 1983 saw | 
its monopoly of conveyancing dented be- 


cause it hardly knew where the House of 


Commons was, much less what a journal- 


ist did, has developed one of the best pub- 
letenos machines in town. When it 


seemed that Lord Mackay would be 
forced to back down on rights of audi- 
is a smooth operation slipped into - 


place. Journalists were alerted; other min- 


jn were warned of the perils of appear- 


ing weak in the face of a vested interest. 
Right up to the day the white paper was 
published, the Bar’s pr, by contrast, was 
crass when not arrogant. 


And Parliament, the grand inquest of ~ 
the nation? What role did it play in these 
great matters? None. The House of Com- : 
mons never debated the green papers; the 
Labour party never made up its mind | 


whether it was for or against them. Trans- 
lating them from radical thoughts to half- 
drafted legislation (for so they now are) in- 
volved ministers, civil servants, the press, 


PR companies, pressure groups. and the 


professions. Of the poor backbench mp, 
the lance-jack in the wars of democracy, 


little was heard, and less listened to. How _ 


strange that so traditional-seeming aman 


PAALA A ma im Winn BORA Rr PRN EY CRS ht PATE s Ai Mire reip ADAE Hr rr nh bite Modine hirer rn n e vA 


as Lord Mackay should. be the still, small - 


centre of so modern a political storm. 
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In Benazir's ear 


There are mutters around that the next 


election may be not in the summer of 
1991 —which is what Mrs Thatcher's his- 


tory of four-year terms would suggest— 
but in that of 1992. The longer she can 
hang on, it is argued, the better the econ- 
omy will look. High interest rates will last 
through 1990; there will be no prudent 
case for tax cuts in early 1991; so, after a 
giveaway budget, June 1992 it will be. 

We doubt it. At their meeting last 
week, Mrs Thatcher gave Miss Benazir 
Bhutto, Pakistan's prime minister, some 


. advice on when to call an election. “AL 


ways keep them guessing,” she said, "but 
don't run into the buffers". There is in- 
deed an economic case for delaying the 


election as long as possible. But the 


weather stops a voluntary election in the 
winter. Delay until March 1992, or later, 
and Labour will say that a tired govern- 
ment is heading for a buffer-job. So book 


October 17 1991 in: your diary, and re- 


member where you fead it first. 
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business in Australia. 


If you’re thinking of doing business 
in Australia, the Commonwealth Bank 
will be able to give you a knowledgeable 
introduction to Australia’s complex 
marketplace. 

Our network of over 1250 branches 


covers the whole of Australia and key ^ youstep into the Australian market, step 
financial centres of the world. into the Commonwealth Bank. 


Putting us in the best position to | 
provide expert advice on investments, COMMONWEALTH BANK 


markets and opportunities. OF AUSTRALIA. 
All of which suggests that before Australia's leading bank. 


Sydney (Head Office), Tel 61(2)227 711. London, Tel 44 (16000822. Frankfurt, Tel 49(69)290166. New York, Tel 1(212)8489200. Chicago, 
Tel 1(312)876 1200. Los Angeles, Tel 1(213)689 4702. Tokyo, Tel 81(3)213 7311. Singapore, Tel 65 (224)3877. Hong Kong, Tel 852 5-221093. 
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The first steps you should take to start doin a 





It’s the world's toughest 
Mbicycle race: 2,500 miles in one 
“month, over mountain roads and 
city streets, in good and bad 
weather. You would think that's 
memore than enough pressure, for 
"man and machine alike. 


But Akzo has added pressure 
— in a way that is welcomed by all 
concerned. We invented an ara- 
mid fiber, Twaron , that’s five times 
stronger than steel. Bicycle tires 
reinforced with Twaron“ can 


take 50% more air pressure than 


ordinary tires. This reduces roll- 

ing resistance considerably. 
Whizzing downhill at 55 miles 

an hour it won't make much differ- 


ence. But on the way to the top it 


will deliver noticeably more speed 


for the same amount of effort. 


Best of all, perhaps, Twarom 
tires are four times less likely t« 
go flat than ordinary tires. 

In close cooperation with ou 
cients we've put Twaron to 
work in an amazing wide rang: 


of products. Space capsules, ai 





plane upholstery, safety helmets, 
bulletproof garments, medical 
equipment, cables, radiator hoses 
— the list grows longer every day. 

Oncars,as onbicycles, Twaron- 
tires insure a higher degree 


of safety and economy. Twaron 


is just one of the more than 
20,000 patents Akzo has to 
its name. 

With 70,000 people, 350 lo- 
cations in 50 countries and 
clients in almost every corner of 
the globe, Akzo is one of the 


leading companies in the fields 
of chemicals, fibers, coatings and 
health care. 

For further information: 
(31) 85 66 36 33. Akzo nv, 
P.O. Box 9300,6800 SB Arnhem, 
the Netherlands. 
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Today, the spirit of Korea rides the wings of the most advanced aircraft in the world. Korea 
modern fleets in spanning the globe to 39 cities in 18 countries. Keeping at the forefront c 


FLYING THE AIRCRAFT OF TOMORROW TO THE WORLD 


Air’s all-new Boeing 747-400s. They fly farther, faster and they join one of the world’s most 
Iitechnology is part of being the best. That's the spirit of Korea. That's the spirit of Korean Air. 


TODAY. 


KORFAN AIR 


THE SPIRIT OF KOREA IS IN THE AIR 
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ARMUT 


Any bank with a foreign network can call itself only then is the bank able to offer surprising financial solu- 





national’. But as far as the ABN is concerned, a tions to its clients, in any part of the world. 
x only really deserves this title if it also has the neces- This means that the bank aims for an international 
‘local knowledge in all the countries in which it ^ network which is effective not only in the short term, but 
; business. particularly also in the long term. 

Thisincludes knowledge of local business practices Over the years the ABN network has expanded tow 


‘ell as financial know-how. And, of course, knowledge ^ almost1,000 offices spread over 44 countries. These opera- 
e markets in which the bank's clients operate. Because tions areas localas our Head Office in Amsterdam, but they 


A, ARUBA, AUSTRALIA, AUSTRIA. BAHRAIN. BELGIUM BRA L, CANADA, DENMARK, ECUADOR, FRANCE. GERMANY GREAT BRITAIN, GREECE, INDIA, INDONESIA, IRELAND. ITALY APAN, KENYA. K MALAYSIA. MOROCI 
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think just as internationally as the renowned multi- This then 
nationals that have for years availed themselves of ABN builds solid relationships with large numbers of interna 
know-how. nal enterprises. Because a bank that knows the w 


For day-to-day banking services such as electronic automatically becomes known throughout the worlc 
banking and import and export payments, of course. But 
particularly also for specific projects, which may run from 
leveraged-lease aircraft financing to co-generation energy 


projects; and from complex swaps to off-shore loans. AWORLD OF UN DERSTANDIN 


NETHERLANDS. NETHERLANDS ANTILLES, PAKISTAN, PANAMA, PARAGUAY, PEOPLE'S REPUBLIC OF CHINA, SAUDI ARABIA, SINGAPORE. SPAIN, SRI LANKA, SURINAM, SWEDEN, SWITZERLAND, TAIWAN TURKEY, UNITED ARAB EMIRATES, UNITED STATES OF AMERICA 
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Th samenee 


From the moment he drives 
through the gates, he leaves the 
cares of his busy day behind. 

To him, privacy isn’t merely a 
luxury, it is a necessity. 

This same quest led this Asian 
industrialist to Merrill Lynch Bank 
(Suisse) S.A., the ultimate in our 
private banking network. 

Our private clients can rely on 
a Merrill Lynch Private Banker to 
provide them with a full range of 
Swiss banking services, including 
multicurrency investments, 
fiduciary deposits, foreign 


©1989 Merrill Lynch 


Theneed for priva 
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— attracted an industrialist 
i {country estate. 
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Jatracted him to Merill Lynch. | 


exchange and discretionary port- 
folio management. And they can 
count on a Merrill Lynch Financial 
Consultant to keep them abreast 
of investment opportunities 
worldwide. 

This is especially appreciated 
by one Asian industrialist. As 
much as he relishes his privacy, 
he is not about to forsake 
convenience. 

To find out how you too may 
benefit from the services of 
Merrill Lynch Bank (Suisse) S.A., 
telephone your Financial Con- 
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sultant. Or write in confidence to 
Mr. Mario Brupbacher, Merrill Lynch 
Bank (Suisse) S.A., 7, rue Munier- 
Romilly, 1211 Geneva 3, Switzerland. 
Or telephone the Bank 

at (41-22) 47-11-11. 


ys Merrill Lynch 


A tradition of trust. 
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The workers rattle their chains 


FROM OUR MOSCOW CORRESPONDENT 


P TO 250,000 people on strike in the 
workers’ republic. Perhaps half of the 
Soviet Union’s coal production shut down. 
Another bout of tribal violence, this time in 
the Georgian republic, bringing the death 
toll in inter-communal clashes over the past 


18 months to more than 200. Mr Mikhail 


- Gorbachev’s campaign for perestroika still 


eeting, in his own words to a hastily con- 
vened gathering of regional party bosses on 
July 18th, “strong resistance from dogmatic, 
conservative forces". Could this be Mr 
Gorbachev's Tiananmen Square or the 
Communist party's Gdansk shipyard show- 
down, the point at which political tensions 
over the pace of reform combined with the 
daily grind of discontent finally ignite in an 
explosion of anger loud enough to shake the 
solid walls of the Kremlin? à 

The miners' strike, which this week 
spread from the Siberian Kuzbass, the So- 
viet Union's second-largest mining region, 
to the even bigger Donbass coalfields in the 
Ukraine, is the worst bout of industrial un- 
rest in Soviet history. It started on July 10th, 
when the nightshift at five mines in the Si- 
berian town of Mezhdurechensk finished 
work and headed straight into town to oc- 
cupy the main square. By July 14th the 
Mezhdurechensk miners were going back to 
' eir duties. But the wave of strikes rolled on 

rough the region. 

By mid-week Siberian miners had 
agreed to return to work. But the strikes had 
spread in the Donbass and to at least five 
other mining regions. Railway workers had 
been asked to strike on August Ist. 
All that, said a worried Mr .Gorba- 
chev in parliament on July 19th, cre- 
ated "an acute situation fraught with 
grave consequences for the whole 
country”. 

Not that Mr Gorbachev is un- 
sympathetic to the miners. Both he 
and the prime minister, Mr Nikolai 
Ryzhkov, have acknowledged that an- 
ger at increasing food shortages, poor 
management -and inept local party 
bosses is justified. There has been 
praise in the Soviet press for the strik- 
ers’ self-discipline and even for their 
initiative in bypassing ineffectual 
trade-union committees and setting 
up their own regional strike commit- 
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tees. All the same, this latest bout of unrest 
is fraught with danger for Mr Gorbachev 
and his reforms. 

For one thing, this challenge comes 
from the elite of the Soviet working class, 
which in the past, particularly in the Ukrai- 
nian coalfields, has been fiercely loyal to the 
Communist party. What is more, miners are 
already among the highest paid workers in 
the country, earning an average of 500 rou- 
bles a month, compared with the national 
average of only 220 roubles. If their de- 
mands for higher wages are met, that may 
only encourage less well-off workers to strike 
for a better deal. 

Anyway, more cash will not solve much. 
The cash incomes of people in the Kuzbass 
have already gone up by nearly 1 billion rou- 
bles over the past three years. But, as Mr 
Ryzhkov pointed out when he visited the Si- 
berian mines earlier this year, there are not 
nearly enough goods in the shops to meet 
the extra demand. According to reports in 
the Soviet press, the Kuzbass is worse off 
than most of the rest of Russia in the provi- 
sion of housing, schools, hospitals and 
much else. These days even milk for chil- 
dren is hard to come by. 

Frustration at broken promises and 
empty food shelves appears to have been the 
spark that set off the strikes, but the miners 
demands go to the heart of much of what is 
wrong with Soviet industry today. Accord- 
ing to Komsomolskaya Pravda, 10,000 min- 


ers have died in pit accidents in the past 


nine years, nearly as many, the paper noted 


SOVIET UNION 
= Moscow mS 


Donbass 
coalfields 








Message to Gorbachev E. 


wryly, as were killed in the war in Afghani 
stan over the same period. The miners | a 
only want better safety measures, they al 
want more of the profits from the mines t 
be invested locally. Some of that mone 
they think, should be spent on cleaning | 
the horrendous pollution that the mine: S 
themselves help produce. i= 
While Mr Gorbachev may have sympa- 
thy for what the miners want to achieve, he 
told parliament on July 19th that the stop- 
page had already cost the country 1m tonnes 
of lost coal production and that further 
strikes would endanger his whole pig 
gramme of reform. He also hinted th 
strong measures might have to be Ww i 
there was not a speedy return to work. 
Strong measures have already been used 
to restore order elsewhere. A fragile aim 
has now settled on Sukhumi, in the Abkha 
zian region of Georgia, where violence i 
the past week has left 18 people dead 
Tensions have been simmering f 
more than a year over demande by 
the local Abkhazians to secede from 
Georgia and set up their own repui 
lic. Many people died earlier this yea 
in the Georgian capital, Tbilisi, wher 
troops broke up a nationalist ded 
onstration called to protest at Abki cha 
zian demands. The latest row star 
over the decision to open a brand 
a Georgian university in Sukhun 
and rapidly degenerated into pichi 
battles between armed gangs. A state 
of emergency, with a curfew, was ri 
clared in Sukhumi on July 18th, anc 
several thousand troops were re- 
ported to have been flown in to keep 
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| e 
me to the lengthening list of places where 
people have taken advantage of Mr 
Gorbachev's decentralising reforms to settle 
old tribal rivalries. It also adds to the mount- 
ing sense that the Communist party is in- 
creasingly losing its grip. 
— Several times this year Mr Gorbachev 
has berated his party colleagues for their in- 
ability to rise to the challenge of perestroika. 
This week he castigated them once more for 
"lagging behind the changes in the rest of 
the country". He proposed that the party 
congress, which was to have been held in 
1, be brought forward to autumn 1990. 
In order to clear out more of the dead wood 


years, he has proposed new party elections 
as early as next month. In the past party 
fficials have made sure that most of them 


OTC) 


to a party purge. 
— Taking on the party is a risky venture. 
Mr Gorbachev would no doubt like to have 
ie it with some economic successes under 
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| LJ OV big a blow are the coal strikes 
| A Ato the Soviet economy? Luckily, it 
| is summer and energy demand is at its 
| lowest. Unluckily, the industrial muscle- 
| ‘flexing comes at a time when inflation is 
| already near take-off point. There is now 
| the official figures say. 
| About a fifth of Soviet energy pro- 
| duction comes from coal, and the Kuz- 
| bass and the Donbass regions together 
. provide nearly half of the coal output. 
| The Soviet prime minister, Mr Nikolai 
| Ryzhkov, has given warning that produc- 
tion at some power stations and steel- 
works will soon have to stop if supplies of 
coal do not arrive. Russia's already trou- 
bled economy could do without such dis- 


 ruption—especially since it comes on top 

- of last month's explosion in Russia's 

| main east-west gas pipeline, which offi- 

| cials say has led to a 20% cut in gas sup- 

plies. That makes it harder to switch 

from coal to other energy sources. With 

the Soviet nuclear programme still dis- 

. rupted by Chernobyl, among Russia's 

main energy-providers only oil is now un- 
affected by disaster. 

| | The worst damage from the coal 

| strikes, however, could lie in their power 

| of example. The authorities have offered 

| the miners big pay rises and are rushing 


e violence in Abkhazia adds another 
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Close 


IRST, he designed the job for himself: 

then, afraid that he would not muster 
enough votes, he said he would not be a can- 
didate for it; then, persuaded he could just 
about win, he changed his mind; now, at 
last, he has got what he wanted. On July 
19th General Jaruzelski became President 
Jaruzelski—just. He was the only candidate, 
and needed 50% plus one of the valid votes 





President by a whisker 


. Truculence + roubles = troubles 


in extra consumer suplies. The tonnes of 
sugar, meat and coffee diverted to the 
mining areas will mean either a hefty im- 
port bill or even worse shortages for 
other workers, many of whom will be 
tempted to strike for similar special treat- 
ment. Steelworkers could be the first, 
particularly if they are deprived of their 
bonuses because shortages of coal push 
production down at their plants. The 
looming nightmare for perestroika is a 
strike by railwaymen; quicker than any- 
one else they could bring the Soviet 
Union to a halt. 

Big pay awards will add to inflation, 
now unofficially reckoned to have risen 
above 10%. Other concessions, such as 
this week’s offer to double the producer 
price of coal without changing the cus- 
tomer price, will mean bigger subsidies, 
so yet more inflation. More subsidies and 
a wage and price spiral would be a disas- 
ter: the budget deficit, already a tenth of 
GDP, would grow still higher and roubles 
would lose what lingering credibility they 
still have in the Soviet Union. Mr 
Mikhail Gorbachev used to say that he 
inherited a "pre-crisis situation" when 
he came to power four years ago. By con- 
tinuing to throw roubles at his troubles 
he is now rapidly steering his country 
into a fully fledged crisis. 
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cast by both houses of the new parliament. 
That is exactly what he got: 270 votes, with 
233 against and 34 abstentions. Seven votes 
were declared invalid: had those votes 
counted, the general would presumably 
have been defeated. 

The semi-free election in June had left 
the communists and their normally tame al- 
lies with an unexpectedly thin majority in 
the two houses of parliament combined. It 
was the fear of defections that made General 
Jaruzelski hesitate before finally deciding to 
stand. Even then he may not have thought 
he would come so close to humiliation. If 
nothing else, the vote was a faithful reflec- 
tion of Poland’s current confusion. 

Big powers come with the newly created 
position of president. One is to nominate 
the prime minister: finding a successor to 
the discredited Mr Mieczyslaw Rakowski 
could be at least as tough as picking the pres- 





ident, since President Jaruzelski must try r^ - 


find a candidate who is both acceptable 1 
Solidarity and willing to take on an unenvi- 
able job. The president can also call new 
elections. He is the supreme commander of 
the armed forces and chairman of the na- 
tional defence committee and has overall 
control of foreign policy. Oh yes, and he has 
the power to introduce martial law. 





Italy 


oun, sea and 
Slime 


FROM OUR ROME CORRESPONDENT 


Yea, slimy things did crawl with legs 
Upon the slimy sea . . . 

I looked upon the rotting sea, 
And drew my eyes away. 


ID Coleridge in “The Ancient Ma 
ner" have a premonition of the Adri- 
atic in 1989? The ugly plague of weeds and 
scum that is worrying hotel-owners and 
frightening away tourists from some of Ita- 
ly's most popular seaside resorts is more 
than just a holiday-maker's nightmare. The 
abnormal proliferation of algae in the north- 
ern Adriatic, and the hideous gelatinous 
substance which some of them secrete, are 
symptoms of a serious environmental prob- 
lem. But it is a problem that successive Ital- 
ian governments have been reluctant to face 
up to. Last summer, when a similar but 
smaller coat of slime lapped the beaches of 
resorts like Rimini during the height of the 
August holiday season, angry hotel-owners 
won government promises that the pollu- 
tion causing most of the Adriatic's problems 
would be cleaned up at its source. 
Little was done. Most experts agree that 
the largest single polluter of the Adriatic is 
the river Po, which flows through some of 
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: Put away the bikinis 


^X tne most highly industrialised and inten- 
sively cultivated parts of Italy. The Po, ac- 
cording to the government's own estimates, 
carries 13,000 tonnes of phosphates and 
110,000 tonnes of nitrogen a year into the 
sea. These chemicals, biologists say, provide 
algae with nutrients which artificially stimu- 
late their growth. Two excep- 
tionally mild winters and hot 
summers have done the rest. 
Last year’s plans to clean 
up the Po remained just plans. 
So local administrators from 
ethe regions affected by this 
year’s plague of algae are un- 
. derstandably sceptical about 
. the government's latest prom- 
^ ises of swift action. Mr Giorgio 
. Ruffolo, who was environment 
minister in Mr Ciriaco De 
. Mita's outgoing cabinet, has 
‘ven warning that, even if the govern- 
..., 2nt’s plans do go ahead, it will be ten years 
~ before the benefits of a cleaner Po will be felt 
in the Adriatic. If so, slime in the sea is likely 
to be an annual horror, which could 
. threaten Yugoslavia's coast as well as Italy's. 
The Italian government says it will pay 





for floating barriers, like those used against 
oil slicks, to keep the slime well clear of the 
beaches. And in a somewhat indecorous at- 
tempt to limit the damage to this year’s tour- 
ist business, ministers have been repeating 
that, however repulsive, a swim in the pesti- 
lent Adriatic is still perfectly safe. 

Biologists who have been 
monitoring this year’s excep- 
tional algae bloom, and the 
spread of gelatinous substances 
released by millions of micro- 
algae on the sea bed, are less re- 
assuring. Mr Giuseppe Mon- 
tanari, a biologist working for 
the Emilia Romagna region, 
says that there is no precedent 
for what is happening in the 
Adriatic. Even the exact causes 
of the phenomenon are un- 
known, but climate change, as 
well as pollution, may play a part. He says 
the thick layer of slime is choking off the ox- 
ygen normally available below. Fish are be- 
ginning to die; crabs crawl up fishermen's 
ropes to get oxygen. The remaining marine 
creatures of this stretch of coast may soon be 
wiped out. 
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Pure man's guide to catharsis 


.. FROM OUR ATHENS CORRESPONDENT 


XI TOOK 1,501 Athenian judges proba- 
bly a single day in the summer of 430 Bc 
to find Pericles guilty of embezzlement. In 
-othe summer of 1989 the government in Ath- 
-. ens has given itself three months to sort out 
_ today's corruption scandals. That is as long 
. as the conservatives and communists who 
make up Mr Tzannis Tzannetakis’s coali- 
tion are prepared to tolerate each other— 
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and certainly longer than the country can 
afford its lustral preoccupations to the ex- 
clusion of everything else. Is it long enough 
to bring about “catharsis”, the cleansing of 
public life from corrupt politicians? 

The conservatives just missed a majority 
in the 300-member parliament elected on 
June 18th. They and the communists have 
formed a temporary alliance in order to in- 













vestigate alleged links b: 
cialist ministers—including | 
prime minister, Mr Andreas 
and some of the most brazen pub | 
in Greek history. Under Greek law or 
liament can prosecute ministers f 
during their time in office. And or 
next parliament will do; the next-but 
too late. So catharsis has to be set in 
before a fresh election is held. That 
six distinct steps: | | 

1. At least 30 deputies must table 
posal for prosecution spelling. ou 
charges "clearly and unequivocally' 

2. Within 15 days parliament n 
the motion to a secret vote after a tw 
debate. Those accused cannot vote. | 

3. Once the motion is passed by a 
ity, parliament sets up a 12-member 

sion of inquiry. It is given a date to s 
report on its findings to be used à 
indictment. 

4. Within a month of receiving t 
port, parliament must decide by secret b 

whether to uphold or reject the findi f 
separate vote is taken on each charge. ` 

5. Once the indictment is accepti 

liament appoints a tribunal of 12 
drawn by lot from the country's S [ 
Court and Appeal Court, under the p 
dent of the Supreme Court. | 

6. Parliament appoints a five-men 
team to prosecute. 

So far the parliament has got past 

3 on two elements of catharsis. On Jul 
it voted to set up a commission of inqu 
look into charges against Mr - 
Athanasopoulos, a former junior - 
minister, for his alleged involvement 
clumsy plot to defraud the European | 
munity by selling Yugoslav maize on 
Greek certificates of origin. The scan 
expected to cost Greece more than 
damages to be awarded by the Euro 
Court. Parliament expects the comm 
of inquiry’s findings by August 4th. 

On July 19th parliament set up : 
commission of inquiry to probe int 

Dank of Crete scandal, which in 

embezzlement of money deposited t 

enterprises. Mr Papandreou is accuse 

dering these deposits, and of re 
bribes to cover up the Bank of Crete’ 
activities. Other accusations refer- 
generous settlement of the debts of ; 

owner who had lent his seaside vi 
love-nest to Mr Papandreou and. 

tress. Four former ministers also s 

cused in the Bank of Crete affair 

them Mr Agamemnon Koutsoyiorg 

Mr Papandreou's powerful depu 

tice minister, who is charged with acc 

a $2m bribe to doctor legislation that 

protect the Bank of Crete from at 

scrutiny of its finances. The commissio 
inquiry was given until August 21st to 
duce its findings. 

Two ot three other bits of cathar 
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‘4 , appy couple 


or n the way. One deals with alleged kick- 
02 backs on orders for 80 new fighter aircraft 
for the Greek air force, as well as overpriced 
air-to-air missiles to equip them. The only 
E financial scandal on the list is the al- 
le leged systematic tapping by the Socialist 
government of the telephones of both 
friends and foes. More and more complaints 
Pout such tapping have been emerging 
s nce the Socialists' election defeat. 

— At what point in this cathartic proce- 
dure can parliament safely be dismissed, so 
that Greece can get a proper government? 
C onstitutional experts disagree. The justice 
ministry has a report signed by four top con- 
stitutional professors who insist that the 
process becomes irreversible the moment 
the special tribunal's summonses are 
anded to the defendants. The Socialists, 
wi o see the whole affair as a conspiracy 
- aimed at Mr Papandreou's political extermi- 
nation, insist that, should parliament be dis- 
solved before a final verdict, the statute of 
imitation goes into effect. The tribunal it- 
se will decide who is right. 

It can reasonably be argued that it 

ould be unfair to take the nation to the 
E while such serious charges were hang- 
g over the leader of the Socialists. His op- 
| po Ben should perhaps remember that Per- 
cles was put on trial more as a scapegoat for 
other troubles afflicting the Athenians than 
for cheating with money earmarked, some 
say, for building the Parthenon. He was 
fir id an outrageous 50 talents—one talent 
being the equivalent of 20 years' wages. But 
soon there was a reversal of feeling and he 
A as restored to full powers, although he died 
oT year. 
Mr Papandreou, for all the allegations 
ainst him, obtained two out of every five 
rotes cast in the June election. But he is no 
Pe ricles. Only in one respect did he outdo 
Pericles: he treated his own mistress better 
than the Athenian leader. On July 13th he 
gave his own Aspasia, Mrs Dimitra Liani, a 
proper church wedding. In the words of an 
4 Bus ‘She must have finally decided to 
make an honest inan of hint.” 
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otatute of liberty 


FROM OUR PARIS CORRESPONDENT 


RENCH people got a bonus last. week. 

Not only did the celebration of their 
revolution go off with gaiety and good-tem- 
per—and without snarl-ups in Paris, where 
the seven-nation economic summit was be- 
ing held at the same time. They also got a 
promise of support from President Francois 
Mitterrand for a constitutional change that 
could greatly extend their rights. 

Mr Mitterrand wants individual French 
people to have the right to appeal directly to 
their constitutional watchdog, the Conseil 
Constitutionnel. If adopted, by a referen- 
dum or a special congress of both houses of 
parliament, this would move the Conseil a 
step closer to being a genuine supreme court 
along the lines of America’s. Though France 
has a written bill of rights, French people on 
the whole have limited means of redress 
against the power of the state. 

The Conseil currently has a small task 
(seeing that elections are fairly conducted) 








Happy Paris 


and a large one: checking that parliamentary 
bills are constitutional. The Conseil has no 
right of review once bills are passed. It 
checks only a minority of bills, though the 
number of important ones it looks at `= - 
growing. The government used to contr: 
appeals to the Conseil. Since 1974 it has 
been open to any group of 60 deputies. 

The right of individual appeal would 
take the Conseil into invigorating new terri- 
tory. It would seem, de facto, to extend the 


Bordering on capitalism 


FROM A SPECIAL CORRESPONDENT IN ZAHONY 


HE sleepy Hungarian border town 

of Zahony was until recently known 
mainly as the place where western trains 
bound for Russia had to make the 
changeover to another gauge. It was here 
too that a trickle of Soviet citizens would 
pass through to Hungary, most of them 
from the 200,000-strong Hungarian mi- 
nority on the Soviet side of the border. 
But in recent months, thanks to Mr 
Gorbachev's more liberal travel policies, 
Zahony is fast becoming a place where 
Soviet tourists hungry for consumer 
goods discover how markets work. 

It all began last March, when those 
living within 30 kilometres of the Soviet- 
Hungarian border were allowed to travel 
to Hungary without a visa. They could go 
as often as they liked, provided they had 
a passport (valid only for communist 
countries) and Hungarian forints. The 
trickle to Zahony turned into a flood. A 
young Hungarian border guard said it 
was not unusual to usher across 80,000 
people a day. In the first three months 
more than 1.5m were counted, of whom 
8096 were Soviet. 

Once in Hungary the Soviet visitors 
soon realise that their travel allowance of 
30 roubles-worth of forints, less than 600 
forints, or about $10 at the official rate, 
could buy little more than a goulash for 
the family. Who better to help them out 


than the ubiquitous Poles, the veterans 
of unofficial consumer and financial ser- 
vices throughout Eastern Europe? In a 
field hundreds of Poles have set up two 
markets for the Soviet tourists. 

One is for consumer goods. Western- 
ers would balk at the quality. But the 
Russians are dazzled at the displays of 
"]uxuries —toothpaste, shampoo, jeans 
and T-shirts, socks, underwear, tools, 
toys, whisky—sold from the Polish cars. 
To get over the problem of the Russians’ ' 
pitiful travel allowance, the Poles have 
set up a second market: for currency. 

Trading is brisk. The Poles sell eight 
forints to the rouble compared with the 
official rate of 18. Better still if anyone 
has dollars. Each one is worth 100 
forints, 40 more than the official rate. 
The Hungarians turn a blind eye to the 
transactions. "It's a little taste of the free 
market,” says one official. 

Delighted with the business, the Poles 
linger for a day or two at Zahony and 
then, padded with wads of roubles, they 
set off on their holidays to Bulgaria Or 
Vienna. “It was worth stopping off 
here,” said Jacek, who had probably sold 
his spare wheel to the Russians. He 
added he would have no trouble getting 
rid of his roubles. He could sell them to 
Hungarians, or to westerners, or indeed 
to other Poles en route to Vienna. 
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o any daw that 
t would also give French 
lace to appeal to against 


depend on details. A commis- 
probably filter petitions. Other 
Mir have to have been ex- 


| And Mr Mitterrand will have 












from hes opposition were mixed. Some con- 
servatives raised the old bogey of "govern- 
ment by judges". Others welcomed the idea, 
provided both houses of parliament were 
iven. power to confirm nominees to the 
‘onseil Constitutionnel by a three-fifths or 
o-thirds majority. France might just be 
persuaded to accept the idea as a reimport 
from America: the notion of the separation 
of powers came originally from France. 











<- g&C democracy 


Power games 


FROM OUR BRUSSELS CORRESPONDENT 


HE European Commission, like any bu- 

reaucracy, does not pass up a new way of 

extending its powers when it sees one. lt is 

now trying to do just that by cleverly exploit- 

ing obscurities in the EEC's founding treaty. 

It is the commission's job to propose 

new EEC legislation, in areas specified in the 

Rome treaty. Sometimes its proposals can 

pass only on a unanimous vote by member- 

governments in the Council of Ministers; 

~~ sometimes a majority vote will do. It all de- 

<= pends which article of the Rome treaty is 
.. used as the basis for the proposed law. 

= Therein lies the bureaucrats’ chance. 

The wording of these articles is often woolly, 

"ving the commission the freedom to base 





a law on one of several articles. Inevitably, it 
prefers to pick those that involve majority 
voting. That way, its proposals are more 
likely to get through. 

So when the commission proposed a 
European Company Statute earlier this 
month, it chose procedures that involve ma- 
jority voting. This removes the possibility of 
a veto. The procedural ruse riles Britain, 
which dislikes the proposed statute's clauses 
on worker-participation and argues that any 
laws on workers’ rights should require a 
unanimous vote. 

The 1987 Single European Act has 
added to the ambiguities of the EEC's already 
cloudy constitution. It introduced eight new 
articles under which the commission can 
propose laws for approval by majority vot- 
ing. The commission is cheekily using them 
even when its excuse for avoiding unanimity 
in the Council of Ministers is flimsy. 

A case in point concerns the environ- 
ment. The Single European Act gave the 
commission for the first time the right to 
propose environmental laws, but only sub- 
ject to unanimous voting in the Council of 
Ministers. So when the commission tabled a 
directive to control titanium-dioxide pollu- 
tion, it avoided calling it an environmental 
proposal, but instead used a treaty article on 
harmonisation of the great EEC-wide single 
market. That article allows majority voting. 
The commission claims that, if producers of 
this noxious chemical faced different na- 
tional limits, some would have an unfair 
competitive advantage; so controls on tita- 
nium-dioxide output should be harmonised. 

The Council of Ministers may not like 
the procedure chosen by the commission. 
But—Catch 1992—it can change it only by 
a unanimous vote. The ministers did, excep- 
tionally, muster the unanimity to overrule 
the commission's choice of procedure for 
the titanium-dioxide directive. But they usu- 
ally accept the commission's choice. 








to resort to the European Court.” 
has yet to come down against the | 
sion in a dispute over its legislative 
Before long it is due to rule on the: 
sion suse ofa power known as Árt 
The commission has used Article 90 t 
directives that come into force witho: 
ing to pass through the Council of Mi 
or the European Parliament—thus b 
ing any democratically accountable box 

This hitherto obscure clause of 
Rome treaty was picked up last year b 
then competition commissioner, Mr 
Sutherland, when he was frustrated w 

slow pace of  telecommunic 
liberalisation in the EEC. The article em 
ers the commission to “address approp 
directives or decisions to member-st: 
when they have granted rights to publi 
terprises that infringe competition rule 
Sutherland used the article to bring in 
rective to liberalise the market for tele 
equipment. The commission’s legal se 
argued against this use of Article 90 bu 
overruled. 

France took the commission to c 
The French argue that, while precede: 
lows the commission to use the artic 
force states to disclose information à 
their financial Vase with monopoli 
cannot be used to lay down laws in ne 
eas. T hey point out that the commission 
ready has an armoury of powers ag 
states that breach competition rules: i 
fine them, order them to comply Or tak 
them to court. 

This coming court case has not disco 
aged Mr Sutherland's successor, Sir 
Brittan, from using the same weapo: 
equal enthusiasm. Having overcome op 
tion from fellow commissioners 
Jacques Delors, Bruce Millan, Karel 
Miert and Carlo Ripa di Meana- 
Brittan persuaded the commission to. 
last month to a further Article 90 dire 
to liberalise the supply of telecoms serv 
This too may be challenged in the co 
but not—surprisingly for a country. 
normally jumps at any growth in th 
mission's powers—by Britain. Since it 
ports the directive's aims, Britain ti 
that purely constitutional opposition 
be misunderstood. | 

If the court clears its use of At 
the commission may find this ne 
much fun to put away. It is thinking 
ing it against governments that fa 
up free trade in electricity across 
tional grids, and against those that co 
to block air-fare liberalisation. 

The commission’s defence of its 
Article 90, and of its exploitation o 
ambiguous treaty articles, is: do you w 
single market or not? It sees no harm i 
ing any weapon it can find so long as i 
tens that goal. | 

































































































ovanni Agnelli, who con- 
ls Italy’ s Fiat, have joined 

























































billion bid for Britain’s 
T Industries. It takes a 
lgy conglomerate to spot 


xarately, GEC and Plessey, a 
ritish electronics company 
d Weinstock has been try- 
ig to take over, announced a 
joint application for one of 
Britain's new mobile-tele- 
phone networks. 


re consolidation in Ameri- 
pharmaceutical indus- 
try. Dow Chemical agreed to 
take control of Marion Lab- 


merican Telephone & 
elegraph (AT&T) and Italy’s 
Olivetti, controlled by Carlo 
De Be ederti, have called off 
five-year-old alliance in 
omputer business. That 
es AT&T still with only a 
old in computers. 


in's Department of Trade 
Industry sharply criticised 
ational Westminster 
ank over the Blue Arrow af- 
r. Its report has gone to the 
tious Fraud Office, the SIB 
the Bank of England. 


n's takeover panel said 
Guinness, a British 

inks firm, should fork out 
out $140m to former share- 
ders in Distillers, which 








fell to Guinness in a bloody 
but irregular battle in 1986. 


America eased rules governing 
the export of lap-top com- 
puters, aimed to keep tech- 
nology from communist coun- 
tries. It noticed that models 
similar to those made in 
America were freely available 
elsewhere. 


However, America outlined 
new rules to block foreign 
takeovers of American com- 
panies should national secu- 
rity be compromised. Since 


national security is not clearly 


defined, expect howls of pro- 
test from abroad. 


On the street 
Drexel Burnham Lambert, 


a scandal-plagued American 
investment bank, has shut its 
Madrid office after discovering. 
chicanery by its staff. 


Having pulled out of buying 
the whole firm, Prudential. 
Bache agreed to buy 158 re- 
tail branches from Thomson 
McKinnon. This was Ameri- 


ca's ninth-largest brokerage 
until the 1987 crash. 


A Texas real-estate and finan- 
cial-services company, 
Southmark, filed for bank- 
ruptcy with $2 billion of 
debts. Southmark had grown 


to be one of America’s biggest - 


managers of flats, hotels and 


nursing homes, with $9 billion | 


Of assets a year ago. 





Dean Witter Reynolds, a New 
York brokerage owned by a 
retailer, Sears, Roebuck, - 





pulled out of program trad- | 
ing, Wall Street’s computer- 
aided arbitrage. Dean Witter 
said programs were putting in- 
vestors off the stockmarket. 


Poor world 


Belgium ended a nine-month | 
row with Zaire by agreeing to 

a debt package that will cancel — 
one-third of its former colo- 
ny s commercial-bank debt. 





The recent collapse in coffee 
prices threatens to bankrupt 
Stabex. This is the EEC body 
charged with helping to stabi- 
lise the export earnings of 66 
poor countries that do busi- 
ness with the Community un- 
der the Lomé Convention. 


Miguel Roig, newly-ap- 
pointed minister of Argenti- 
na’s distraught economy, died 
after less than a week in office. 
Roig’s replacement, Nestor 
Rapanelli, is wanted in Ven- 
ezuela for his alleged involve- 
ment in fraudulent grain 
transactions. 


Good Europeans 


Austria applied to join the 
European Community. Not so 
fast, said Belgium, pointing 
out Austria’s neutrality. 







In the latest in a series of share 
swaps among European finan- 
cial companies, Paribas, a . . 
blue-blooded French invest- 
ment bank, linked up with 
Hafnia, Denmark's second - 
biggest insurer. 


Two British undertakers, - 


Hodgson Holdings and Ken Y 1357 3m. 


yon Securities, announced a 
merger. The new company will 
have 1196 of the British burial 
market and will be 25%- 
owned by France's biggest fu- 
neral director, Pompes 
Funébres Générales. 


À Swiss cigar-seller, Davidoff, 


_ stopped buying cigars from 


Cuba because of their alleg- 
edly poor quality. 


America’ sDu Pont and jë 
pan’s Fuji Photo Film are 
spending $430m on the print- 
ing technology arm of Brit- 


 ain's De La Rue, a troubled 


banknote-printer stalked by 
Robert Maxwell. 


Autosurge 


The American probe into 
Audi cars that allegedly accel- 
erated without warning gave 
them the all-clear. Not before _ 
Audi's reputation was dented. 


European car sales keep 
climbing, despite manufactur- 

ers’ gloomy forecasts. Com- 

pared with a year earlier, 

sales grew by 5.1% in June, to 
1.2m. West Germany's BMW 

gained the most. 


‘Spreadsheets 


IBM, the world’s largest com: 
puter-maker, kept heading for 
the Big Blue yonder with a 
post-tax profit of $1.3 billion 
in the second quarter, 39% up 


ona year earlier. Apple Com- 


puter managed only a flat 
quarterly profit of $93m on 
sales up 26%. It needs good 
sales of the newer models it is 
introducing. 


America’s four main aero- 


space and defence groups all 


reported lacklustre quarterly 
.| results. ner oe of ibe ine 


4 » made : a net lo 











net: proi v Was or et at. 
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ovanni? 


B.A.T stabbing 


Et tu Arnold e Gi 


2 gr na you sell a used conglomerate 
A to Sir James Goldsmith, Mr Jacob 
Rothschild and Mr Kerry Packer for £13 bil- 
lion ($21 billion)? They, at least, doubt it. 
Why else would they have invited a team of 
rich and famous co-conspirators to join 
their bid for Britain's third-largest 
company? 

On July 18th the trio announced that an 
"!strious group will be taking minority 

kes in Hoylake Investments, the vehicle 
for their hostile bid for B.A.T Industries. The 
new investors include the family holding 
company of Mr Giovanni Agnelli, the larg- 
est shareholder in Italy’s sprawling Fiat em- 
pire; Britain's General Electric (GEC— no re- 


lation to the American firm of the same - 


name) run by Lord Weinstock; Banque 
Paribas, a French investment bank; Pargesa, 
a Swiss-based investment company; the 
French end of the Rothschild family; and 
America's Bankers Trust. They may be 
joined by more backers and together are ex- 
pected to put up £200m of Hoylake's 
planned £870m in equity capital. 

With the exception of Bankers Trust, all 
of these investors have known Sir James and 
Mr Rothschild for years as friends or busi- 
ness partners and in some cases both. They 
are willing to act as the chorus to Hoylake's 
battle for B.A.T because they face little risk— 
they will only have to cough up if the bid 
goes unconditional—and stand to make a 
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handsome profit if it does come off. 

The more intriguing question is why 
Hoylake wants their support. To say it gives 
the bid more credibility is to admit that 
there was a lack of credibility in the first 
place. Besides, it is by no means sure that 
their involvement will achieve this end. Sir 
James launched the bid with an eloquent 
and damning attack on the efficiency of the 
conglomerate. Yet Mr Agnelli and Lord 
Weinstock are master conglomerateers. 

This inconsistency between Hoylake’s 
rhetoric and its new backers has got B.A.T's 
blood up. GEC’s financial performance has 
been substantially worse than B.A.T's during 
the 1980s. Lord Weinstock has only recently 
fought off an unwanted bid by a hastily as- 
sembled consortium and is even now 
putting the finishing touches to a range of 
joint ventures that will do nicely as poison 
pills. Just the sort of behaviour for which Sir 
James excoriates conglomerates. 

Mr Patrick Sheehy, B.A.T's chairman, 
might be excused for feeling personally be- 
trayed by Mr Agnelli and Paribas. Unusually 
for a British businessman, Mr Sheehy is a 
devout European and the only British mem- 
ber of Comité d'Action Pour l'Europe, a dis- 
creetly influential pressure group in which 
Mr Agnelli is also a leading light. So much 
for all being in the same boat trying to build 
European companies. Paribas was supposed 
to be the bank that helped B.A.1's European 






ambitions. It brought the company to th T. 
Paris Bourse in 1985 and arranged annual | 
roadshows to impress European investors. . 
Last year it committed $95m to a revolving — 
loan to help finance B.A.T’s purchase of : 
Farmers Group, a Los Angeles-based in- 
surer. Like Storehouse, Gateway and even — 
GEC before it, B.A.T is taking a crash course 
in the disloyalty of banks when tempted by £ 
immense fees from break-up artists. : 

Mr Rothschild is the financial architect | 
ofthe bid, but the builder is Sir James, andit | 
is he who will have to use his considerable - 
powers of persuasion to convince institu- - 
tions that Hoylake can do what it says it will. | 
That means he will have to come up with a - 
rebuttal of B.A.T's main defence—its perfor- 
mance. Since Mr Sheehy took over as chair 
man in 1982, the company has given its | 
shareholders an average annual return (capi- 
tal increase and dividend payments) of 3596. 
a year. Not bad for a supposedly direction- 
less conglomerate. Sir James will have to 
start coming up with some convincing ex 7 
planations of how he intends to squeeze 
higher returns out of the core tobacco busi- 
ness which Hoylake intends to keep. o 

His secret weapon for doing this will be 
Mr Al Dunlap. In 1986 Mr Dunlap became 
chairman and chief executive of General 
Oriental Investments (Got), the holdi ng 
company for Sir James’s timber, manufac- 
turing, oil and gas interests. Mr Dunlap gut- 
ted Crown Zellerbach, for which Sir James 
had paid $1.2 billion the previous year, and 
pushed Gol’s profit up from $25m in 1986. 
to $150m last year. In March this year Mr 
Dunlap was brought over to London to run | 
Anglo Leasing, the Goldsmith-Rothschild - 
operating vehicle. He has had three months 
to work out how he will boost B.A.T's trading | 
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To 


Sheehy’s staple 


profit from tobacco, which was £756m in 
1988 compared to a peak of £810m in 1984. 
— Thatis not all Mr Dunlap is doing. He is 
co-ordinating the campaign to persuade reg- 
ulators in America that the bid does not 
pose problems as far as ownership of Farm- 
ers is concerned. Under American law the 
insurance commission of each state in which 
an insurance company is domiciled must ap- 
prove a change of control. Hoylake has to 
get past the commissions of nine states. It 
has written to each of them promising to 
freeze Farmers’ shares in a trust until a suit- 
able buyer can be found for the company. 
The main obstacle Hoylake will have to 
overcome is the commission in California, 
where Farmers earns 40% of its revenue. 
During the lengthy hearings leading up to 
.A.T’s acquisition of Farmers last year, the 
big worry that exercised the Californian reg- 
ulators was whether the extra debt incurred 
would affect the company’s balance sheet. 
They are not going to like a bid involving a 
pile of junk. 
— Hoylake is in for a long and costly battle. 
But the £44m profit it is already showing on 
its 114% stake in B.A.T will keep the lawyers 
fed for the time being. And there is always 
the vision of untold profit if it wins. Any 
capital gains from the stake or the sale of 
B.A.T's unwanted businesses will be tax-free, 
thanks to Hoylake's Bermuda registration. 
And Rothschild, Goldsmith and Packer 
each stand to pocket more than 796 of the 


* 


tobacco business's annual earnings, worth a 
nifty £50m. Not a bad way to relieve the te- 
— dium of great wealth. 
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Losing money the old-fashioned way 


NEW YORK 


AIN Street cheered while Wall 
Street booed a feisty octogenarian 
this week. Mr J. Irwin Miller, the former 
boss and a grandson of the founder of 
Cummins Engine of Columbus, Indiana, 
took an expensive stand against "short- 
term investors”. On July 17th his family 
absorbed a $5m personal loss to buy out 
the 1096 stake held in Cummins by Han- 
son Industries, the American arm of 
Lord  Hanson's acquisitive British 
conglomerate. 

Lord Hanson had sworn that he held 
the shares purely as an investment. Wall 
Street arbitragers disbelieved him. They 
charged into Cummins shares in hopes 
of a takeover bid and, says Mr Miller, 
"destabilised" the company. So he and 
his sister, Mrs Clementine Tangeman, 
paid just over $69 (a $5 premium on the 
stockmarket price) for each of the 1m or 
so shares that Lord Hanson had bought 
for around $53 each. They then ex- 
changed them with the company for 
372m in notes yielding 1096. Speculators 
betting on a takeover were burnt. The 


FSOP's fable 


GARDEN CITY, NEW YORK 


e (Cy WNERS try harder" is the latest 
come-on at Avis, the best known 
American company owned by its workers. 
Enthusiasts believe that it is going to come 
on and on and on. Mr Joseph Vittoria, the 
chief executive, was able to boast about the 
triumphs of this “capitalist form of social- 
ism" when he and other senior managers 
met in mid-July with 15 Avis 
workers’ representatives at the 
head offices of the company in 
Garden City on Long Island. 
The workers’ representa- 
tives—ten women and five 
men—joked about the new 
symbolism of their bright red 
blazers. 

Avis’s increasingly hard- 
pressed competitors are not 
amused. In a financial year that runs to Fe- 
buary 28th, Avis’s operating profit in- 
creased spectacularly from $16m in 1987 to 
$79m in 1988, the financial year when its 
employees took over, to $94m in 1989. Ac- 
cording to Alex Brown, a Baltimore broker- 
age house that follows the industry, Avis is 
now the most profitable of the four leading 
car-hire firms in America (more profitable 
than Hertz, National and Budget). Avis, 





shares fell below $60 on the announce- 
ment of the deal. 

Mr Henry Schacht, Cummins's chief 
executive, says he did not think it ethical 
to use company money to buy out green- 
mailers. So the Miller family took the ini- 
tiative. Mr Miller came up with the idea 
and his son, Will, negotiated the deal di- 
rectly with Sir Gordon White, who runs 
the American side of the Hanson 
business. 

Nonetheless, Mr Schacht is delighted 
by the family's altruism. The Hanson 
stake was making it hard for Cummins to 
attract and retain good staff. Long-stand- 
ing customers had started to look for al- 
ternative suppliers. Like the Millers, Mr 
Schacht dislikes the increasing domi- 
nance of institutional investors in Amer- 
ica. In taking a three-month view, he 
says, they hurt the other “stakeholders” 
in a company like Cummins that has to 
take a long-term view to prosper—the 
employees, the suppliers, the custom- 
ers—and the good people of Columbus, 
an old-fashioned company town. 


which once made such a point of being 
number two in sales, has also all but elimi- 
nated the gap in market share between itself 
and its arch rival, Hertz. A decade ago Hertz ^ 
had a 4196 to 2396 advantage in cars hired at 
airports. The market breakdown today is 
about 3096 to 2896. 

Hertz has helped Avis by making several 
strategic mistakes. Concentrating on busi- 
ness travellers, Hertz was slow to react to the 
big increase in the hire of cars by holiday- 
makers that is a consequence of the lower : ` 
fares resulting from airline deregulatic 
Hertz also lagged in computerising its opera- 
tions. Hertz's reputation and 
sales took a hit after it pleaded 
guilty in court last autumn to 
federal charges that it had for 
years defrauded its customers 
by charging them more than it 
cost to repair cars damaged in 
collisions and in some cases 
even charged for entirely ficti- 
tious repairs. 

Despite this, industry in- 
siders think that Avis is unlikely soon to 
overtake Hertz. The “try harder" company, 
they say, continues to give priority to profit 
margins instead of to market share. It does 
not share the obsession of Mr Frank Olson, 
the chief executive of Hertz, about being 
number one in car-hire. Mr Olson and Mr 
Vittoria, who was chief executive of Hertz 
before defecting to Avis, are more than 
mere business rivals. Mr Vittoria's dislike of 
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IA and Rwanda differ in almost ev- 
! Way but one: their average GNP per 
is $300. Hence they are both devel- 
oping countries, all too often assumed to 
“have common interests. Politicians’ and 
- .d economists persistence in treating the 
— || ;south as an homogeneous group has been 
a real bar to improving economic co-oper- 
ation between rich and poor. 

The Group of 77 at the United Na- 
tions Conference on Trade and Develop- 
ment (UNCTAD) spent much of the 1970s 
presenting a poor-world wish-list. It had 
two themes: (a) policies aimed at import 

"substitution, combined with protection of 
the domestic market, should lead to more 
rapid industrial development; and (b) be- 
cause of the poor prospects for their ex- 
ports, poor countries had a right to special 
treatment by the rich. 

Both approaches were incompatible 
with the basic principles of the General 
Agreement on Tariffs and Trade (GATT). 
This did not bother most poor countries. 
They saw GATT as a rich men's club that 
did not cover the sectors of most interest 
to them (such as agriculture and textiles) 
and whose dominant members ignored its 
rules whenever the victim lacked the mus- 
cle to see they were enforced. 

But change is afoot. "Thinking on 
trade matters involving developed and 
developing countries may be undergoing 
more change than at any time in the post- 
war years’, says a new study” financed by 
the Ford Foundation and produced by a 
group of economists from rich and poor 
countries. 

| Two forces are propelling this change. 

| The first, and possibly most potent, is 
| debt, which has made many poor coun- 
| tries do all they can to boost exports. Sec- 
ond is the example of the Asian NICs. 
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While export-geared trade strategies have 
. helped to create South Korea's miracle, 
“import-substituting ones (in, eg, Latin 
America) have succeeded only in promot- 

| ing domestic inefficiency, — 
^. The Ford study identified signs that 
. support for trade liberalisation is spread- 
^ ing among developing countries. In some 
. cases these signs are dramatic: since 1985 
: Mexico has cut its maximum tariff from 
10096 to 2096 and its average tariff from 





= 2396 to 1096. South Korea aims to cut its- 


average tariff on non-agricultural imports 

- to 696 by 1993—lower than some OECD 
-. countries. 

"The danger is that many poor coun- 
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oor in a rich man's world 


tries. ow bein into the world 


a Paris summit, rd countries promised yet again to help poor 
ric economy. But how? The way trade 
ing handled might provide a model 





tries have had liberalisation forced on 
them by necessity. As a result, the domes 
tic lobby to reimpose protection is strong. 
Tariffs provide a significant proportion of 


many governments revenue. And im- 


port-competing industries will not sign 
their own death warrants. 


Poor countries are the main victims of | 


some of the most pernicious barriers to 


-open trade, such as Europe's common ag- 


ricultural policy and the rich countries' 


Multi-Fibre Arrangement. And any poor - 


country that manages to become a big ex- 
porter soon finds itself at the receiving 
end of specially tailored non-tariff barriers 


to its exports, as South Korea has found. 

The problem for the poorest, and 
hence weakest, countries is that they do 
not have many chips when it comes to 


bargaining over non-tariff barriers. The 


main thing the rich trading nations want 
from them is silence, so that the rich can 
get on with doing deals between them- 
selves. This harsh reality is making many 
poor countries realise that they, more 
than anyone else, need an effective, rule- 
based multilateral trading system. 

This realisation is reflected in the ef- 
fort many developing countries are 
putting into GATT’s Uruguay Round of 
trade talks. Though they have scarcely 
participated in previous rounds, poor 
countries this time have been involved in 
drafting 170 of the Uruguay Round's 400- 
odd proposals. In the process they have 





. up of 15 agricultural exporters) blocked 


— three priorities for the application of th 


-@ Rich countries are refusing to give poor 


is a string e coalitions. These oli 

clude developing and small devel 
countries that are frightened of bei 
cluded from the big trading bloc 
tralia, Hongkong, New Zealand 
Korea and Singapore are campaign 
an improvement to so-called 
guards", the rules governing what a. 
try can do when it feels threatened by 
wave of imports. Such coalitions can 
surprisingly powerful. The Latin Ame 
can members of the Cairns group (made 




















all progress in the Uruguay Round f 
three months earlier this year. 
The Ford Foundation study sugges 
































new-found power: 
e Rich countries promised earlier th 
year to lift their restrictions on imports o: 
tropical products, but are now saying th 
will not do so until poor countries ma 
reciprocal concessions. They should ` 

made to stick to their original promise. 





ones any credits for liberalisations befo 
the launch of the Uruguay Round: 
1986. They should be more flexible. 
€ The Punta del Este declaration, whick 
launched the Uruguay Round, promise 
standstill and then a rollback of prot: 
tion. There is plenty to roll back, inclu 
ing several recent violations—eg, A 
can action against Brazil and India i 
section 301 of its trade act. 
If rich countries continue to ig 
their basic commitments under the G; 
poor countries may well conclude th 
no point in negotiating, and so slide 
to their former, introverted policies. Ba 
rich and poor will be the losers. 





* The Uruguay Round and Beyond. By John Whai 
et al. To be published by Macmillan, London, a 
Michigan University Press. | 
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- Spot the worker capitalist 
E. 
_ Mr Olson increased recently when an article 
- was circulated by Hertz saying that Avis em- 
_ ployees were paying for their shares in lower 
- pay and pension benefits. 

— That charge does seem unfair. The plan 
. to establish an Employee Stock Ownership 

Plan (Esop) was dreamt up by Avis's man- 
agement after the company had had five 
_ Owners in ten years: Norton Simon, Esmark, 
Beatrice, Kohlberg Kravis Roberts (the le- 

verage-buyout specialists) and Wesray. The 
ESOP borrowed $1.75 billion to buy Avis 
from Wesray in September 1987. The Esop 
- is confined, under American law, to employ- 
. ees in the United States and it works like a 
. mortgage. The equity stake of Avis employ- 
. ees in their company grows as the loan is re- 
paid out of the company's profit. 
a On the basis of the good 1989 results, 
- each of Avis's worker-shareholders will get 
six shares for each $1,000 he or she earned. 
‘They are envied. A Harris poll has suggested 
that two out of three workers in America 
would prefer to work in employee-owned 
firms. A lot of customers therefore also want 
to believe in them. Avis's marketing agency, 
Backer Spielvogel Bates, started to brag 
about the Esop in promoting Avis after a 
survey indicated that 77% of the American 
public thought Avis’s service would im- 
prove as a result of employee ownership. 

.. Mr Vittoria, the chief executive of Avis 
‘since 1983, much prefers its new form of 
ownership to the old. It means, he says, that 

Avis continues to be organised and man- 
aged on capitalist lines, but that the gains go 
to the workers that produce them. This has 
persuaded the employees to work harder 
and better. The worker representatives 
agree, and claim that employees have bom- 

-barded the board with many bright ideas 

. since the ESOP was established. 
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Some of the these bright ideas have 
been adopted, cutting the company's costs 
while making it more competitive. Avis staff 
are persuading more customers to switch to 
bigger cars, which rent for more and depre- 
ciate less than smaller cars. Another success- 
ful marketing idea has been to offer cars re- 


served exclusively for non-smokers. 
Employees themselves are taking several 
small, money-saving steps. They now look 
up numbers in the telephone book rather 
than call directory assistance, which charges 
a fee. They regularly check to see that the 
petrol tanks of returned cars really are full 
when gauges say they are full, and prevent 
customers from swopping cheap baby seats 
for Avis’s own. Avis employees are, it seems, 
acting as if they owned the place. 





Airlines 
Going steady 
éé COULD always merge with Ja- 


pan Air Lines," mused the boss of a 
big European airline. "Then we could run 
the airline during the day and they could 
run it at night." He was only partly joking. 
After flirting with each other through mar- 
keting tie-ups and other alliances, airlines 
around the world are busily pairing up by 
taking cross-shareholdings. All this wooing 
is in anticipation of the day when govern- 
ments will scrap a web of controls that keep 
airlines from the joys of matrimony. 

That day is still some way off—perhaps 
as long as a decade. Nevertheless, no airline 
wants to be left without a partner. In the 
past month alone, there has been a flurry of 


hand-holding. British Airways (BA) and Hol- 


land's KLM said they each plan to buy a 2096 
share in Belgium's national airline, Sabena. 
KLM took a 1096 stake in an investment 
group that wants to buy America's North- 
west Airlines. Swissair and the Atlanta- 
based Delta Air Lines agreed to swap 596 
shareholdings. Last year Scandinavian Air- 
lines System (sAs) bought 1096 of the equity 
of Texas Air, owners of Continental and 
sellers of Eastern. 

Airlines are prevented from turning 
into global companies by the cartel arrange- 
ments used to protect national “flag” carri- 
ers, most of them state-owned. Flights—and 
even fares—between countries are negoti- 
ated bilaterally. Through reciprocal arrange- 
ments, supported by strict limits on the for- 
eign ownership of airlines (there is a 2596 
limit on foreign holdings in American air- 
lines), national governments have carefully 
carved up the skies between them. 

Slowly this complex arrangement is k- 
ginning to unravel. More state-owned car; 
ers, like Japan Air Lines (JAL), are being soiu 
and competitors allowed on their routes. At 
the same time, “hub” airports, into which 
airlines feed passengers for transport on to 
some other hub, are becoming more impor- 
tant internationally. European airlines now 
want hubs in America to feed passengers on 
to their transAtlantic services; American 
carriers need European hubs; both want 
Asian hubs. 

Marketing alliances have helped airlines 
spread to overseas hubs. A typical example 
is the agreement signed between BA and 


America's United Airlines in 1987 to inte- 3 


grate their flight schedules and networks in 
America through a computerised reserva- 
tions system. The two airlines operate joint 





services from London to Seattle via Chica- 
go's O'Hare airport, where they share a ter- 
minal. On July 18th United announced it is 
seeking to operate its own services from 
America to eight European cities, including 
London, Frankfurt, Paris and Milan. But 
the airline said it will continue to co-operate 
with BA. It is from just such agreements that 
share-swapping follows. 

Exchanging shares cements the alliances 
and prevents other airlines barging in. So BA 
and KLM, who also share United’s Apollo 
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^ MIDLAND, MICHIGAN 


a N JULY 17th Dow Chemical an- 
! nounced a strange and complicated 
deal. It plans to buy, for about $4 billion, 
| control of a mid-sized American pharma- 
':ceuticals firm called Marion, which does 
xD of its own and whose two main 
igs will soon lose their patent protec- 
n. Is Dow crazy? 

Probably not. According to Mr Frank 
poff, Dow's chief executive, Marion's 
T traction is its marketing clout, some- 
-;thing Dow’s feeble drugs subsidiary, 
1. Merrell, lacks. Neither Merrell nor Mar- 
||. ion is big enough to prosper alone in an 
|... industry which is consolidating fast. 

. During the past year three other big 
acquisitions or mergers have been made 
by drug firms, about as many as in the past 
20 years. Most drug companies now be- 

lieve that they need yearly sales of more 
than $2 billion in order to finance not 
only R&D, but also the increasingly expen- 

























computer-reservations system, not only get _ 


to use Brussels as an extra European hub by 
taking stakes in Sabena, but they also warn 
other airlines off. One of those airlines was 
SAS, which tried to form a similar alliance 
with Sabena but failed. sAs also tried to buy 
BA's chief rival, British Caledonian, which 
had begun to share some services with 
Sabena. Instead BA bought it up. 

With the prospect of more open skies in 
Europe after 1992, other fledgling airline 
consortia are in the making. Mr Narcis 
Andreu, chairman of the Spanish flag-car- 
rier Iberia, has hinted at closer ties with Air 
France and West Germany's Lufthansa. 
These three airlines are shareholders in the 

nadeus computer-reservations system. 

Some small and independent airlines 
fear they will be squeezed if the big national 
carriers collaborate to carve up Europe's 
“skies, in turn making deals with big Ameri- 
` can carriers. EEC trustbusters are likely to 
cast a wary eye over the BA/KLM/Sabena 
deal to see if it concentrates too much power 
in too few hands. But the alliances are 
spreading beyond Europe and America: tri- 
partite partnerships involving Asian carriers 
are already emerging. 
_. This would put pressure on some of the 
A voids smaller airlines to throw their lot in 
with the global groups. If so, some countries 
will have to let their airlines come under for- 
eign control. Air New Zealand has already 
been sold to a consortium consisting of 
Brierley Investments, Australia’s Qantas, 
American Airlines and JAL. Tiny Air Ja- 
maica is the latest carrier to be put on the 
auction block. 
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sive marketing of their products. To- 
gether Marion and Dow will have drug 
sales of $2.3 billion, putting them in the 
top 20 worldwide. Neither company could 
have achieved this target on its own. 
Despite its enthusiasm for the take- 





over, Dow is hedging its bets. The deal 
comes in three stages. The first two will 
bring Dow’s stake in Marion to 51% in 
fairly short order. By early 1992 that will 
have risen to 67%. 

Marion is a peculiar drug company be- 
cause, instead of developing its own prod- 






ucts, it makes money by sc ig 
search portfolios of top pharmaceu 
companies, especially Japanese ones, 
potentially money-spinning drugs. 
company has proved itself a master a 
censing other firms’ products for sale 
America. Its two top-selling: drugs E 
both licensed products. ! 
This is Dow's second foray into 
pharmaceutical business. In 1980 
bought the drugs interests of Richard 
Merrell for $260m as part of a broade 
fort to escape from the boom-bust c 
of bulk chemicals. Since then, howe 
Dow has had to pour hundreds of millio 
of dollars into Merrell’s R&D, with vi 
ally nothing to show for it. 
In 1987 Merrell at last began to gro 
chalking up $1.1 billion in sales thanks 
Selane, a treatment for hay fever. Afte 
nine lean years Dow has only now > 
couped its original investment. Just as | 
looked as if Merrell might make th 
pharmaceutical grade, it became clear tha 
drugs companies were going to have to b 
much bigger to survive. 
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Olivetti and AT&T 


Meeeow 


MILAN 


OW does he do it? As nimble as a 

pussycat, ltalys Mr Carlo De 
Benedetti has landed on his feet yet again 
just when it looked as if he were going to fall 
flat on his face. After the wide-ranging 
collaboration between American Telephone 
& Telegraph (AT&T) and Mr De Benedetti’s 
Olivetti turned sour, AT&T wanted to get 
out. Instead, Mr De Benedetti convinced 
the telecommunications giant to switch its 
22.2% stake in Olivetti for an 18.6% stake 
in his holding company CIR. 

The swap seems to be in the Italian in- 
dustrialist's favour. It doubles CIR's stake in 
Olivetti, leaving Mr De Benedetti sole mas- 
ter of the office-equipment and computer 
maker. It also boosts CiR's equity through 
AT&T's investment. Given CIR's record of 
acquisitive forays across Europe, including a 
failed attempt to take over a banking and 
industrial giant, Société Générale de Bel- 
gique, last year, Mr De Benedetti could use 
some added financial muscle. 

By contrast, AT&T is left with an incon- 
gruous-looking stake in CIR (only Mr De 
Benedetti, in person, has more). CIR's diver- 
sified interests are extraneous to AT&T's 
telecommunications business, and Mr Rob- 
ert Allen, AT&T's chairman, will have to 
trust Mr De Benedetti's judgment in the 
management of his group's largest financial 
investment outside Ámerica. 

Mr De Benedetti's disappointment in 



























Belgium helped focus his mind on Oli 
By the summer of 1988, this key busit 
his empire was showing visible signs o 
glect. Olivetti was fast losing market s 
and was about to post a further declii 
profit after a downturn in 1987. In 4 
1988, Mr De Benedetti had had to t 
New York to talk a concerned AT&T 
trying to seize control of the troub 
pany by upping its stake from 22' 

This much-publicised transAtla 
twisting (Mr De Benedetti remar 
CIR had first option on AT&T's shares 
lighted the difficulties in the two c 
relations. Launched with a fanfare 
as a grand "strategic alliance", the 
ship had become five years later a le 
commercial arrangement. AT&T’s 
to invade America’s intensely compe 
personal-computer market with 
made machines flopped. This year AT& 
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cted to buy just 30,000 personal com- 
ts. from Olivetti, compared with 
000 in 1988. . 

Olivetti tried for a fresh start last Sep- 
ember when Mr De Benedetti announced 
adical restructuring of the group, including 


ness), was put in charge of the most vio- 
t management shake-up in Olivetti’s his- 
y- Like most of its European competitors, 
was seeing its margins squeezed be- 
én growing Asian competition in hard- 
and tougher American competition in 
re. What had been Olivetti’s strength, 
ty to supply everything from type- 
nd furniture to mini-computers and 
packages, had become a weakness. 

plitting Olivetti. into three companies 
ntended to increase the group's ability 
spond more swiftly to the accelerating 
of change in Europe's office-automa- 
and computer markets. Completed in 
>, the restructuring cut layers out of 
vetti's bloated bureaucracy. 

he shake-up, according to Mr Cassoni, 
dy showing results. Olivetti Systems 
Networks, the data-processing company 
h will be expected, alone, to generate 
han 5 trillion lire ($3.6 billion) out of 
revenues of 9 trillion lire, is bringing 
nough key new products this year, ac- 
ng to Mr Cassoni, to nibble back lost 
ket share. Olivetti Office, which will lay 


emphasis on its traditional reliance on 
A» 








anot 


lion lire, is something of an act of faith on 
Mr Cassoni’s part: he sees software and ser- 
vice companies as the fastest-growing part of 
the information-technology business, 

The pressure on margins remains. Nei- 
ther Mr Cassoni nor Mr De Benedetti is pre- 
dicting an improvement on last year’s 356 
billion lire net profit. Despite this, Mr 
Cassoni thinks Olivetti is now well placed to 
compete for a dominant role in Europe. The 


bullish Mr De Benedetti goes further. He in- 


sists that Olivetti, despite its problems, will 
play a key role in the widely expected shake- 
out of what is left of Europe's computer in- 
dustry. He will get a chance to test that boast 
later this year, when both Olivetti and cir 
plan to raise still more capital on Italy’s 
stock market. 





Hongkong’s trading houses 
Troubled Taipans 


HONGKONG 


J 1TH the bulk of their assets in Hong- 
kong and most of their business tied 
to its prospects, the colony's hongs, or giant 
trading houses, have more to lose than al- 
most anyone if the colony's brain drain 
should turn into a full-scale exodus of talent 
and capital. Prodded by the urgency of re- 
storing Hongkong's shattered confidence, 
the hongs have reluctantly abandoned their 
usual reticence about political issues and 
quiet wooing of China to throw their con- 
siderable weight behind the campaign to ob- 
tain the right of abode in Britain for the col- 
ony's 3.25m British passport holders. 
Calling themselves the "Honour Hong- 
kong Campaign”, the group includes most 
of the colony’s great and the good: the Swire 
Group, Jardine Matheson, Hutchison 
Whampoa, the Hongkong and Shanghai 
Bank, and Inchcape Pacific. Non-hongs are 
also joining. The local subsidiary of DHL, the 


courier company, is a member, as is the local 


telecoms company, a subsidiary of Britain’s 
Cable & Wireless. 

The group’s first act was to consult 
Saatchi & Saatchi, the London advertising 
agency that helped Margaret Thatcher be- 
come Britain’s prime minister in 1979. 
Saatchi recommended a high-profile ad blitz 
aimed at the British public. Most of the 
hongs balked at that. Instead, they opted for 
behind-the-scenes lobbying at Westminster. 

Perhaps they overrate their influence. 
Britain’s government continues to rule out 
offering right of abode to everyone in the 
colony. Yet the hongs can not afford to give 
up. Most of their business is conentrated on 
Hongkong and China. A collapse of confi- 
dence in Hongkong would be devastating. 





formation Services, with sales worth 500 bil- 
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Pacific’s assets are mostly in Hongkong, 
from where it runs its Cathay Pacific airline 
and a Hongkong property empire. Hutch- 
ison Whampoa has more than 8096 of its im- 
mense property interests in Hongkong, also 
the base for its shipping operations. 

The Hongkong and Shanghai Bank will 
not say how much of its business is in Hong- 
kong. But about 4596 of its US$113 billion 
in assets are in the Asia-Pacific region, and 
much of that is doubtless in Hongkong 
(where it is the biggest deposit-taker) and - 
China (where the bank has several 
branches). The bank has been diversifying 
during the 1980s to spread its risk. In 1980... 
it bought 5196 of Marine Midland in t 
United States, and bought the rest of it _ 
1987. That year it also took a 14.996 stake in 
Britain's Midland Bank, which it sees as a 
partner for expanding its business. in 
Europe. NF. 

Last year property in Hongkong 
boomed and GNP growth was 7.596, so the 
hongs turned in good profits. Hutchison 
Whampoa's was up 2596 to HK$2.3 billion, 
Swire's up 2596 at HK$3 billion, and Jardine 
Matheson's was up 4296 at HK$1.13 billion. 
The Hongkong and Shanghai Bank turned 
in a 20% increase at HK$4.3 billion. This 
year galloping property prices were due for a 
fall, and the overheating economy needed to* 
slow down. Then China's government or- 
dered the shooting of student demon- 
strators in Beijing, and Hongkong's troubles 
doubled as business confidence received a 
beating. After that, the hongs had little 
choice but to dabble in politics. 





Royal Dutch/Sheli- 


According to plan 


N THE age of the leveraged megabid, few 

companies spend very much time worry- 
ing about what they will be doing 20 years 
ahead. Royal Dutch/Shell, the world’s larg- 
est oil company, is one that does. Already 
well known for its addiction to strategic 
planning, Shell is now concocting scenarios 
to cope with changes in its business two de- 
cades away. And the key factor for Shell’s 
planners is no longer the price of oil or the 
ups and downs of the world economy, but 
the environment. ^ ^—- 

: Size alone—Shell’s market. capitalisa- 
tion is £36 billion ($59 billion)}—makes the 
company relatively immune to takeover and 
so offers it the luxury of thinking beyond 
the next quarter. But Shell is also convinced 
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ell, deste ihe fact that f many manage- 
ment gurus and chief executives now con- 
=> sider detailed strategies an anachronism. 
a Shell claims its remarkable resilience in 
— times of oil-price turbulence stems from 
long-term planning. In the early 1980s, 
while many of its competitors were banking 
— onever higher prices, Shell was mulling over 
= a handful of future possibilities which in- 
cluded a $15-a-barrel world. As a result, 
= Shell started using advanced technology to 
~~ cut costs ahead of many of its rivals. The 
-` company’s average oil-and-gas exploration 
costs are now less than $2 a barrel, com- 
pared with an industry average of about $4. 
After adding all the other costs of bringing 
oil to market, this means that Shell —unlike 
many competitors—could easily weather an- 
other spell of $10-a-barrel oil. 
Shell made a net profit of £2.9 billion 
.en sales of £55.8 billion last year, when oil 
eraged $15 a barrel. That was i £84m 
JS profit than in 1985, when oil cost $28 a 
barrel and sales were £73.1 billion. In the 
crucial refining and marketing sector, Shell 
made a net return on its assets of 8.4% last 
year, more than double the 3.8% average of 
the other oil sisters: Exxon, BP, Chevron, 
Mobil and Texaco. Similarly, Shell's strate- 
gists pinpointed the company's chemicals 
operations as its flabbiest sector in the early 
1980s. Shell's slimmed-down chemicals op- 
erations now chip in 3596 of the group's net 
profit, up from 996 in 1985. 
Shell believes the security of future in- 
come will increasingly depend on how it re- 
*sponds to rising environmental concerns. 
Last year Shell was forced to pay a £67m 
share of chemical clean-up costs at Ameri- 
€a's Rocky Mountain Arsenal. That envi- 
ronmental damage was caused as long ago as 
1950. The lesson Shell drew was that what 
may seem an environmentally harmless ac- 
Unity today may not look so green in 20 
irs’ time. 


| Looking ahead 


When it peers ahead Shell sees a world of 
near paranoid greenery, especially among 
private consumers. So it has been sprucing 
up its green profile (not always success- 
fully—see box) in consumer markets— 
which primarily means petrol. Shell started 
investing in capacity to produce unleaded 
petrol earlier than many of its competitors, 
and last year sold more unleaded petrol than 
any Other oil company worldwide. Nearly 
:6086 of the petrol it sells is now qe 
ia tter as much again as the industry aver- 
-compared with 30% five years ago. 
But how do you persuade motorists to 
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tion? Shell thinks the answer is product dif- 
- ferentiation, and has pushed the concept 
much harder than its competitors. Results 
have been mixed. 


Its "Formula Shell” 
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brand of petrol, 


drive into a newly-greened Shell filling sta- 





A green consumer 


promising higher mileage and promoted 
heavily, has been successful in boosting sales 
of unleaded petrol in many markets. But in 
Britain, where Formula Shell (with a differ- 
ent additive) was introduced to boost sales 
of leaded petrol, the brand flopped after 
some car engines were damaged. Many oil- 
industry pundits doubt whether product dif- 
ferentiation, especially in those mature mar- 
kets where consumers’ prime concern is 
price, will be the panacea Shell believes. 
Natural gas, less environmentally harm- 
ful than oil, is the other main part of Shell's 
green plan. Gas now accounts for over a 
third of Shell's hydrocarbons production, a 
share likely to rise sharply in the 1990s. 
Shell is set to announce a $700m synthesis 
plant in Malaysia which will convert gas into 























e companies, ndr a process 
vert gas to petrol. This will not be eco 
unless oil prices stabilise above $20, b 
well with Shell's long-termism: known 
gas reserves will last 60 years at preset 
duction levels, at least one-and- 
as long as known oil reserves. Shel 
duces 796 of the world's gas. 
Shell's taste for steady growth a 
term strategies has encouraged it to s 
aloof from the flurry of glitzy bids (suc 
BP's for Britoil) which have characte 
the oil business since 1986’s oil-pri 
lapse. Shell reckons that it gets a be 
by quietly filling gaps in its portfoli 
agreed (and hence cheaper) purchas 
most unnoticed, it has done this | 
way, spending some $7 billion in cas 
chasing oil, gas and chemicals assets ove 
past four years. At the end of June it s 
$1 billion raising its stake in an oil joint 
ture in Nigeria. : 
Sir Peter Holmes, group managin 
rector, says Shell will not repeat the 
takes of those oil companies like Ex 
Mobil and BP that diversified outside 
Shell has made tentative forays into nat 
resource businesses like coal, metals a 
estry, but these make up only 496 of it 
Is the company making the best use of 
huge cash flow or its £5 billion mountai 
cash? Shell seems unsure. Because of t: 
problems caused by its complex share s 
ture, it will not launch an Exxon-style 
buy-back. But over the past five years i 
doubled the proportion of its cash flow p 
to shareholders as dividends to 2896, on 
the highest in the business. That, it hope 
will keep shareholders sweet—and lo 
















































Bad smell at Shell 


| 
IRMS that boast of their environ- 
mental virtue must expect closer 
scrutiny by a sceptical green lobby than 
those that remain unashamedly dirty. 
Shell has been attacked in the British 
press for its involvement in two projects 
| in Brazil’s Amazon rain forest: an 
aluminium smelter in the state of Para, 
| and the bauxite mine that supplies it. 
| When Mr Chris Patten, Britain’s 
| minister of overseas development, was in 
Brazil earlier this month, he called in Mr 
Bob Broughton, the president of Shell 
| Brazil, to the ambassador's residence in 
| Brasilia for a ticking-off. But Mr Patten 
| was less interested in the smelter and the 
mine, which local British officials say 
seem to be well run, than in reports in 
Brazilian newspapers that the company 
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has been supplying fuel to mineral pr 
pectors in Boa Vista, in the north of th 
country. The activities of prospectors a 
likely to attract increasing world ho 
ity: they have invaded the lands of tł 
Yanamami Indians, one of the last big 
tribes with little contact with the ou 
world, bringing disease, death and 
hol; and their gold-panning pollutes 
rivers with mercury. 

Shell Brazil retorts that the pros; 
tors are carrying out legal activi 
the airports which it serves are 
by the Brazilian aviation authorities 
that the company can hardly disc 
nate between customers or be he 
sponsible for what they do after: 
have been served. “It’s like accusin 
owner of a petrol station of fuelling a 
that goes on to hold up a bank," says ^ 
Gilbert Landsberg, Shell Brazil 's direct 
of external affairs. Sure: but then : 
open a petrol station in bandit country? 
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PLANNING and decision 
naking ought to go hand in 
To understand why they 
do, consider the history of 
ic planning, that business 
'hrase of the 1970s. Thank 
arry Igor Ansoff and Har- 
Business School for strate- 
lanning. In the 1960s Mr 
ff began preaching that a 

ny's overall corporate 
gy, just like such mundane 
ss functions as accounting 
production, needed to be 
oached systematically. Busi- 
"schools, led by Harvard, 
took up the cry. That fitted 





1g businessmen that their 
ryday decisions often had un- 
pected long-term results. 
trategic planning grew up 
igside computers. And, like 
the unwieldy mainframe mon- 
s. of the 1950s and 1960s, it 
v up in the backroom, not 
-boardroom. Companies 
hed to establish stand-alone 
nning units, and stuffed them 
of specialist planners and 
orecasters. Unfortunately, how- 
er, the specialists rarely talked 
senior executives; the two 
oups typically encountered 
| other at only a handful of 
ngs a year. 
tead, the planners collected 
ns of quantitative data about 
Company and its operating 
umstances, pored over it, 
then fed the lot into com- 
rs which might take a week 
roduce a shaky—-and over- 
ipliled— five-year — forecast. 
result was a volume the size 
telephone directory, slapped 
to directors’ desks once a 
ir. It was read, but rarely unm- 
‘stood—and even more rarely 
ed. | 
Jnsurprisingly, this process 
little to improve the quality 
firm’s strategic thinking, be- 
e senior executives (the com- 
’s decision-makers) were, 
he mast part, not involved 
he planning. To involve 
m, planners and consultants 
ated tools to demystify and to 
yularise planning. 
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Ed 


ith a growing realisation - 


ecisions, decisions 


ur third management brief looks at new techniques that promise 
marry day-to-day decision-making with long-term strategic 
ing. The agent of change is the humble desktop computer 


Perhaps the best known was 
developed by the Boston Con- 
sulting Group. This “portfolio 
planning” matrix allowed execu- 
tives to plot each of their compa- 


ny's businesses on a simple 
chart. By comparing subsidiar- 


ies’ market shares and the pace 
of growth in their markets, exec- 


utives ranked them as stars, dogs- 


or cash cows—and invested, di- 
vested or reaped profits 
accordingly, | 

Other techniques abounded. 
Playing with "scenarios" (alter- 
native views of the future) 
helped managers think the un- 
thinkable. By the late 1970s such 
planning tools had found their 
way on to the desks of many se- 
nior executives. But rudimentary 
planning tools rarely told execu- 
tives anything they did not al- 
ready know. Disillusionment set 
in at the end of the 1970s, when 
the second of the two oil shocks 
again demonstrated that mecha- 
nistic plans and forecasts left 
managers ill-equipped to cope 
with change. 

Planning departments headed 
even further towards obscurity; 
many were halved in size as 
responsibility for planning was 
half-heartedly transferred back 
to line managers. Senior execu- 
tives saw mavericks like Apple 
Computer’s Mr Steve Jobs build 
empires without a planner in 
sight. Japanese companies had 
corporate strategies but few 
planners. And they seemed even 
more successful than Mr Jobs. 


Pan the plan 


While they were getting less 


value from their planners, execu- 
tives were getting a lot more 
from computers. By the early 
1980s desktop microcomputers 
started appearing on se- 
nior executives’ desks. In 
theory, spreadsheet pro- 
grams such as Lotus 1-23 
allow executives to manip- 
ulate numerical data and 
to make simple, short- 
term forecasts. Unfortu- 
nately, many even of- 
those managers who un- 


cannot brin, themselves to the 
manual labour of putting fingers 


to keyboard. Even today, fewer 

than a fifth of America's senior 

managers have direct access to a 
. computer. l 


But, by becoming easier to use 


(“user-friendly” in computer- 


speak), microcomputers are 
slowly winning over even the 
most reluctant senior executives. 
And the spread of computer 
databases gives executives more 
reason to become computer liter- 





ate. Access to more data, espe- 


cially when desktop computers 
are “networked? to other 


desktops and to the data con- 


tained in  head-office main- 
frames, helps managers to make 
better-informed decisions. 

Simply getting better numbers 
to executives more quickly is a 
huge aid to planning and deci- 
sion-making. Today, far too 
many meetings end with a re- 
quest to have someone study, 
say, the impact on profit margins 
of a 1096 price increase—or even 
to find out what last quarter's 
profit margins were in the first 
place. By the time the study is 
completed a week or two later, 
everybody has forgotten why 
they wanted to know in the first 
place. Collections of computers 
and databases called "executive 
information systems", on the 
other hand, can provide that 
sort of information on the spot. 
Hence the booming business, for 
companies like Pilot, Comshare, 
Metapraxis and Execucomm, in 
building such information sys- 
tems. 


But better numbers are only > 


half the decision-making battle. 


The other part is getting a tighter 


grip on subjective factors, like 
the impact of Europe's project 
1992 on a company's market po- 








et alone to 


o fo e tc 
| put into a co . But busi- 
. neseschool researchers — are 

trying. - 


A new wave of “decision tech- 
nology" is springing up in busi- 
ness schools everywhere. Now 
still in its infancy, these tech- 
niques are used by only the most 
computer-literate of manage- 
ment teams. By the mid-1990s it 
may turn corporate decision- 
making on its head by enabling 
decision-makers to participate in 
every aspect of corporate plan- 
ning. All this has been made pos- 
sible by the march of the 
microcomputer, | 


Gameplanning 

Decision technology has taken 
more than 20 vears to mature 
from the two 1960s discipli ^ 
which formed its roots. Its f 
root is in system dynamics, a dis- 
cipline originating in the theory 
of engineering-control and in- 
formation-feedback systems. In 
the 1960s Mr Jay Forrester of the 
Massachusetts Institute of Tech- 
nology (mit) adapted the sophis- 
ticated modelling and analytical 
methods of control engineering 
for use in social and business 
problems. Symbols were used to 
represent things that could affect 
a company-—like market growth, 
brand awareness and market 
share. System dynamics there 
provided rules and techniques 
with which these symbols could 
be manipulated to build models 
that could predict the effect of 
changes. 

Decision technology's other 
root is in decision analysis, a 
technique originating at H ~ 
vard in the late 1960s. Decisi 
analysis concentrates on model- 
ling decision-makers' uncertain- 
ties: the multiple objectives and 
























“ag. every management team. 
Rather than forcing decision- 
. making to fit into a simplified 
matrix (like Boston Consulting's 
dogs, stars and cows), it seeks to 
. model as closely as possible the 
entire business of manage- 
ment psychology and all. That 
is modelling elusive con- 
ike value judgments and 
ctive probabilities. 
cision technology is strug- 
g to marry system dynamics 
_ decision analysis. Decision 
technology, with a lot of help 
from desktop computers, allows 
an executive—or, better still, a 
company's senior management 
team—to recreate their own 
business as an on-line case study. 
Instead of asking their strategic 
slenners "what if?", or, “how 
uld we react to?", and then 
wating days for an answer, exec- 
utives can now model their busi- 
ness on a microcomputer and get 
answers in minutes. 

According to Mr Derek Bunn, 
chairman of London Business 
School's Decision Sciences Unit, 
the answers churned out by the 
computers are almost a by-prod- 
uct. The big gains from model- 
ling come from building the 
model. To do that, an executive 
must clarify how he thinks his 
company works—and see if that 
internal model really responds to 
change as he thinks it will. Often 
the results of even a simple 
model provide surprises. 

"Mr Arie de Geus, Royal 
~Dutch/Shell’s chief planning 
.Strategist, describes the process 
as "planning as learning": by 
dierovering exactly how they ar- 
at decisions, executives be- 
-come more effective strategic 
thinkers. Professional planners 
are still needed, but their role is 
evolving into that of facilitators: 
designing and operating the 
technology needed to bring deci- 
'sion analysis on to senior execu- 
tives’ desks. 
‘Three main tools are now used 
help managers think more 
rly about their businesses. 
gnitive mapping is in- 
tended to bring some order to 
‘chaotic thoughts, and is used 
ni decision makers have little 
io idea of what decisions are 
needed to solve a particular 
oblem. Cognitive mapping 
ply seeks to "make a map of 
thinking", symbolically repre- 
‘senting all the ideas that the 
managers believe may be rele- 
vant to their current problen— 
in essence, a brainstorming ap- 
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ive courses of action fac- 






Indecision, 1 980's-style 


proach. By structuring these 


ideas, the cognitive map at 
tempts to show how various fac- 
tors in a decision are connected. 

A cognitive map is usually 
drawn on a blackboard, but cog- 
nitive-mapping programs for mi- 
crocomputers are fast taking 
over this role. The cleverest pro- 
grams can transform a cognitive 
map into a decision map, which 
is the next stage of analysing 
decisions. 

Decision mapping may be 
used to distil a cognitive map 
into a hierarchical set of objec- 
tives and alternatives. But if the 
management team already has a 
good idea of the objectives and 
decisions it wants to consider, 
decision mapping may be the 
starting point. The technique 
encourages executives to think 
about their business in terms ofa 
number of linked parameters 
and objectives: for example, will 
a bigger sales force necessarily in- 
crease market share? | 

Decision mapping aims to es- 
tablish simple algebraic links (eg, 
sales effort equals the size of sales 
force times the number of selling 
hours per month) These are 
then manipulated by the com- 
puter. What makes this useful is 
that the links and feedback loops 
between various elements of 
even simple models can bring 
unexpected results. 

Decision analysis in the early 
1980s showed America's AT&T 
(an early convert to the tech- 
nique) that it might perversely 
lose market share if it increased 
the size of the sales force pushing 
new, digital telephone switches 
to owners of AT&T’s old-style 
electromechanical switches. The 
computer model of the company 
showed that a bigger sales force 
would, by increasing awareness 
of the new technology among 
customers, encourage some of 
them to consider competitors’ 
equipment instead of AT&T’s. 

Microworlds is a term coined 
by a mathematician, Mr Sey- 









mour Papert of mit, to describe 
the simulation of a company's 
activities by a computer. Having 
constructed a computerised 
model of their business, execu- 
tives can then “play” with it in 
varying X circumstances, or 
microworlds, fiddling with stra- 
tegic assumptions and searching 
for winning strategies. 

The diagram shows a simple 
microworld to model policy de- 
bate. The lines indicate relation- 
ships. Debate, for example, can 
both influence and be influenced 
by the definition of a problem. 
Executives can alter, 
on-line, each relation- 
ship to see how differ- 
ent models might 
work. 


Time to decide 


How do top executives 
react to such wizardry? 
Most decision tech- 
nologists say that they 
get a frosty reception 
at first. But they are making 
some progress. Big multination- 
als like Royal Dutch/Shell, Ex- 
xon and IBM have found that de- 
cision technology requires time, 
money and effort by the bucket- 
ful, but they believe it does give 
them a competitive edge by in- 
creasing their senior executives' 
knowledge of how the company 
will respond to changes in its op- 
erations and its environment. - 
Others are less convinced. 
Some business strategists argue 
that, once executives are familiar 
with their microworld, they play 
with it much as they would with 
a video game: too quickly and 
with little time for reflection or 
discussion. Other research sug- 
gests that a disappointingly small 
proportion of executives is capa- 
ble of applying the lessons learnt 
in the simulation to the real 
world—and vice versa. On the 
other side of the screen, some ex- 
ecutives worry that, by reducing 
decision-making and planning to 
a computer-aided routine, their 









creative insights 
flair may be stifled. ! 

Undaunted, decision t 
nologists say that two new d 
opments will make their syst 
even better proxies for 
life—and better tutors for ex 
tives. The first is the increa 
integration of decision-an 
software with the sor 
spreadsheet package that m 
young executives now use. 
decision-analysis packag 
on sale are incompatibl 
spreadsheets. ME. 

The second developm 
in its infancy, is the idea oi 
sion conferencing" ro 
These are evolving different 
either side of the Atlanti 
Britain, — in jute 
hanced” rooms such as 
"pod" in the Decision Analys 
Unit at the London Schoo 
Economics, decision-makers 
around a circular table. 
rounded by screens (see ph 
On to these can be pro 
slides, diagrams and | 
generated by a compute 
of the company and its m: 







































































Mr Lawrence Phillips, the 
director, sees the technolog 
having a supporting, rather t 
dominant, role. That make 
tractive to company bo 
rather than technocrats. Perl 
half-a-dozen such rooms exi: 
Britain. | E 

In Ámerica decision techn 
gists at the University of 
zona, Harvard and Xerox' 
Alto Research Centre } 
tended to concentrate o 


Satisfied users say that. 
sion conferencing provide 
stant analysis of the likely 
quences of team-members". 
and that it helps to generate 
plans, decisions and strat 
faster than dreary board 1 
ings. But you still have to dec 
the old-fashioned way what 
order for lunch. 
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tmt appears as a mat 


COMPANY LIMITED 


Purchase of a 12.5MW Low Speed Diesel Power Plant from 


Burmeister & Wain Scandinavian Contractor / 


^ 


financed by loans o! 


US$ 7,450,000 | A US$7,000,000 - 
- Nordic Investment Bank ! Danish Export Finance Corporation 


secured by a 
US$ 14,450,000 
Guarantee Facility 


Arranged, Managed and Agented by 
Canadian Imperial Bank of Commerce 


| |. Provided by i | f ; 
Canadian Imperial Bank of Commerce 


Copenhagen TlandelsBank | F Scandia Bank Limite 
‘oreningsbankernas Bank | | Gotabanken 


ansallis-Osake-Pankki .. Skanska Banken 
'wedBank (S : arbankernas Banl 


Member of the Savings Banks Consortium 
led by SwedBank 



















































lava of new debt 


: 4 INANCIAL markets are having to do 
& something they have not needed to do 
for at least 34 years—think about Japanese 
- politics. For all that time it has seemed an 
—— eternal verity that Japan will have a Liberal 
Democrat government, settled in a cosy oli- 
garchy with civil servants, to carry through 
"policies which the business establish- 
H it has rightly said will make a non-infla- 
^ tionary Japanese economy grow and grow. 
Now, shaken by the Recruit shares-for- 
favours scandal, the bungled introduction 
of a 3% vAT-like consumption tax in April, 
and growing popular resentment of the 
stock- and land-owning rich, the ruling Lib- 
eral Democratic party is losing its grip on. 
the electorate. It looks likely to forfeit its ma- 
jority in the upper house of parliament fol- 
= lowing elections on July 23rd. That could 
_. bring forward the general election due next 
year for the more important lower house. If 
: the opposition parties are not to take power, 
the Liberal Democrats will have to convince 
electors of their contrition over those three 
issues. The most likely way will be by their 
.. Old trick of pinching the opposition's most 
ve popular policies. 
ae The biggest opposition group, the So- 
| alist i party, is pledged to scrap the 3% con- 
. sumption tax, raising the cash instead by 
i ing the rich, probably through taxes on 
al gains from stockmarket and property 
dealings. The Socialists have also an- 
= nounced vote-winning measures for improv- 
... ing welfare benefits. To pay for higher old- 
.age pensions, unemployment benefits and 
llowances for single-parent families, the So- 
alists' leader, Miss Takako Doi, says she 
resort to borrowing by issuing ten- 
overnment bonds—just as the Liberal. 
N ts did to help Japanese. business 






























aeni dea are shocked. 
cannot quite believe that Miss Doi will 
the voter-power to implement her 
sto. But they suspect it is only a 
| Y of time before the Liberal 







apan's political volcano and its 





was laughable Socialist nonsense a couple of 
months ago could be official policy before 
the year is out. 

Since the early 1970s, Japan has not 
been Gladstone-pure in any stand against 
deficit financing. With a large public-con- 
struction programme to finance, it has in 
some years been issuing deficit-covering 
bonds like a drunken sailor. As a proportion 
of GNP, Japan's outstanding public debt is 
even bigger than America's (5896 versus 
55%). But its civil servants at the finance 
ministry have been struggling since 1980 to 
stop this. Thanks to growing tax revenues, 
plus sales of shares in the formerly state- 
owned Nippon Telegraph and Telephone 
and Japan Air Lines, they had hoped to per- 
suade Liberal Democrat ministers to do 
without deficit-covering bonds from next 
year onwards. 

That hope is fading. Perhaps strangely, 
many in the bond market will be relieved if 
the government does carry on issuing its 
top-quality instruments. The amount of new 
debt that the government plans to sell this 
year is expected to be down 2096 from last 
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an iN DUE toy. 


American firms would like it to be. 


year. And it has recently been cov 
more of its needs through short-term 
sury bills, largely because of their lowet 
terest burden. Underwriters and bond d 
ers prefer the ten-year variety, in part 
the specially selected "benchmark" 
This rarely accounts for more than a 
percent of the government bonds outs 
ing, but it is what spot traders deal in 9 
the tíme. | 
The finance ministry has tried ve 
tricks to widen and deepen the market 
government bonds. The Tokyo Stock l 
change was allowed to list ten-year bo 
tures back in 1985. This April 
ment inaugurated short-selling of 
the sale of bonds not owned b 
along with the sale of option 
the exchange plans to list op 
year government-bond futur 
The auction system pegi 
has introduced some con 
garded by some dealers a 
After much lobbyin 
tions and their g 
ministry agreed in A 
year bonds be sold e 
bidding arrangement, mih larger 4 
going to underwriters offering the high: 
bid. The remaining 6096 is reserved for the 
unger sine mu of 815 ies į 


ah, the price was arrived at by secret 
gotiations between the ministry and 
friends in the syndicate. ! 
To show its displeasure at having su 
cosy cartel split up, Nomura Securities 1 
its muscle in the first auction to outbic 
eryone, jacking up the price to a level | 
was bound to distort the secondary mark 
Nobody, except finance-ministry offic 
were amused, The April issue saw XI tril 
($7.6 billion) worth of ten-year bonds 
the market, leaving little more than an 
age of ¥500 billion a month for the r 
the year. Foreign brokers and smaller 
nese underwriters want to increase thi 
tion to at least 50% of the issue. The | 













With shortages and higher price 
its in Ene d i EO Ent bie 







New. teams of NUN ad econc 
have to be employed to work 
winning bid. For the pas 
months, many in the t 
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s have been mutterii 
»ent-bond market will soon become as un: 
rofitable as in America, where half the 
rimary dealers are losing money. 

. Amonth ago Mr Tatsuo Murayama, the 
nance minister, was still adamant that the 
overnment would cease issuing deficit-cov- 
ring bonds by next April. To hedge its bets, 
he ministry has asked a committee of its Fi- 
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lier this month was meant to answer ba- 
sic questions. Should the government con- 
tinue to play a big part in overseeing the 
stockmarket? Or should the job go entirely 
to the Commission des Opérations de la 
Bourse (COB), acting as an independent 
watchdog! What regulatory role should 
there be for the stockmarket, reorganised as 
the Société des Bourses de Valeurs? What 
balance should be struck between share- 
holders' rights and protecting management 
from raiders? 

= Though the much-amended bill has 




























questions unanswered. Some of its main 
provisions—such as new COB powers to ex- 
t heavy fines—are already being chal- 
nged in France's constitutional council, 
ch has the power to block unconstitu- 
mal bills. Other issues, particularly rules 
takeovers, have been dumped back on 
COB and the stockmarket to decide— 
esumably after government guid- 
The speed with which such a ma- 
-bill was rushed through (less than 
. months) looks suspicious. A blue- 
iband panel chaired by a former Cos 
iead, Mr Yves Le Portz, came up with 
tailed recommendations for reform 
rlier this year. Yet chewing all these 
er should have taken time. The 
vernment was under pressure to 
ass a bill quickly to counter the bad 
pression left by two big stockmark- 
scandals last winter: insider trading 
ng state-owned Péchiney's bid for. 
American group, Triangle, and 
he government-inspired struggle for — | 
ontrol of a recently privatised bank, 
ociété Générale. 

To be fair, the Cos’s indepen- 


70. 





ng that the govern- 





clarified some points, it leaves most of those ` 
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nancial Systems Research Council 
gest alternatives. It may recommend placing 
a ceiling on the outstanding balance of gov- 
ernment bonds, instead of insisting that no 
more new bonds be issued. That could give 
the Liberal Democratic party just enough 
room within the budget now being compiled 
to start buying back the votes it is losing. 
For some bond dealers, the unexpected 


dence and its policing powers have been 
strengthened, Its president, currently Mr 
Jean Farge, will have a non-renewable term 
of six years. He will, as before, be picked by 
the president of France. But the other seven 
members will no longer be appointed by the 
finance minister. They will be nominated by 
the body from which they are drawn: the 
stockmarket, the court of appeal, the Bank 
of France and so on. 

Under the new bill, the cos will have 
powers of search and seizure. Where crimi- 
nal acts are suspected, it will be able to ask 
courts for indictments directly, instead of 
having to persuade overworked and non- 
specialist prosecutors to take the case. But 
the biggest change in the bill, the constitu- 
tional council willing, is to give the cos 
power to impose fines; eg, insider traders 
will face penalties of up to FFr10m ($1.6m) 
or ten times the illegal profit, whichever is 
higher. To make use of these new powers, a 
tiny team of five investigators is being ex- 
panded to a slightly less tiny 20. 

Yet the question of who oversees what is 
still muddled. In the past things were sim- 
pler. By and large, the Treasury regulated 
the stockmarket and, through the Bank of 
France, the money markets. Now the stock- 
market is to answer to three masters: itself, 


the COB and the government. For example, 
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down, chaps, they're only suggestions 






















Doi. This is not ech- 
officials who say any 
such new policy could be inflationary, could 
cause Japanese companies to lose competi- 
tiveness and reduce the country strade sur- 
pluses, and could cut Japanese capital out- 
flows. Most foreigners would be sad about 
the last of these effects, but will not shed 
tears about the others. 














the Société des Bourses de Valeurs will still 
be able to control membership of the stock 
exchange, a power which the cos badly 
wanted for itself. The cos, on the other 
hand, will have control over two areas of 
portfolio management: the sicavs (or unit 
trusts) and investment trusts. 

Nor is the new bill a boost for share- 
holder democracy. Few of the ways in which 
French managers entrench themselves have 
been questioned. There was nothing unl 
ful when the nebulous electrical gi: 
Compagnie Générale d'Electricité, decided 
earlier this year brazenly to limit sharehold- 
ers’ voting rights toa maximum of 8% of the 
company’s capital (two years after the firm 
had been privatised on different terms). Nor 
will there be anything wrong with this kind 
of unilateral restriction under the new law. 

A senator from the conservative opposi- 
tion has introduced an amendment banning 
so-called “autocontrol”. This is the coni- 
mon practice whereby companies lock up 
large blocks of their capital by selling shares 
to their own subsidiaries. Yet companies will 
have until July 1991 to do away with these 
closed circuits, giving them time to find 
other means of protection, with CGE as a 
model. 

Hostile takeovers, once almost un- 
known in France, are now more common. 
There were 14 in 1987 and 40 last year. 
Two—the battles for the bags-to-booze com- 
pany LVMH and for the Axa-Midi insur; 
group—got regular coverage in the nc.. .. 
nancial press. Yet in the interlocked world 
of French boardrooms, hostile bids are still 
frowned upon. The new bill requires 
a predator to make a public takeover 
bid for majority control once he has 
built up a share of 33%, which is usu- 
ally enough for a blocking minority. 

The final version of the bill as 
amended no longer requires the bid- 
der to go for 6696. Part of the reason 
for this is that the whole issue of take- 
over regulation is being thrashed out 
at a European level in the EEC. The 
.. French government did not want to 

Set a ceiling it would then have to 
. change. Another motive for this 
amendment was probably a wish to 
avoid setting a bar for takeovers that 
. might deter French bidders but not 
. foreign corporate raiders with bigger _ 
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` ed by the midnight sun 


P indinavia's booming stockmarkets heading for a bust? 


VE prices on the Stockholm, Oslo 
“openhagen bourses have soared 

r and have roughly doubled since 
beginning of 1988 (see chart). That is 
mean feat, given the state of the 
ndinavian economies: Sweden and 


; S are boas set to wage in 1989, 


ài of 1 980 mr ieee: 1987 
world stockmarket crash, Stockholm's 
porta & Ponsbach index climbed by 
82596, which was one of the world's best 
performances. lt now stands a third 
higher than its pre-crash peak, despite the 
government's dismantling, at the begin- 
ning of 1989, of restrictions which previ- 
ously held Swedes back from own- 
ing shares in foreign companies. 

Domestic investors say they still 
have plenty of reasons to stay at 
home. Sweden's export-geared 
companies have thrived during the 
past two years of booming world 
trade. Roughly three-fifths of the 
profits of the country’s 30 biggest 
firms comes from overseas. Firms 
such as Stora and MoDo in the 
. pulp and paper industry, Sweden’s 
| ‘second-biggest exporting industry 
` after engineering and its biggest net 
. earner, have seen their profits surge 
- an the back of record prices for pa- 
per. Strong domestic demand has 


| also kept profit margins high. In 


. 1988 corporate earnings and divi- 
dends grew on average by 19%; 
many companies expect an encore 
in 1989. _ 
| Really? Industry is running at 
|. unsustainably full capacity (about 90%) 
and new investment is not growing fast 
enough to provide some relief. One sign is 
hat Sweden's current-account deficit is 
widening sharply. 
down to just 196 of the labour force caus- 
ng chronic skill shortages and putting up- 
"ward pressure on wages. The autumn 
‘round of pay negotiations will probably 
|; mean that wages will rise by around 1096 
| this year, against 8.5% in 1988. That is 
| why inflation is likely to climb higher than 
. the current 6.6%. | 
. Against this background, the 
^ Riksbank, Sweden's central bank, has 


~ pushed short-term interest rates up from 


Unemployment is 


9.25% at the beginning of 1988 to 12% 
now, and might have to raise them fur- 
ther. If so, an average equity dividend 
yield of just 2.496 and a historic price-to- 
earnings multiple of 15 look unsustain- 
able. Since the beginning of 1989, foreign- 
ers (most of whom deal in London's 
market for international shares) have 
been net sellers of the few Swedish shares 
they are permitted to buy. Many domestic 
investors are discouraged from selling by 
crippling rates of tax on capital gains (due 


to be eased in 1991) and by a burdensome 


stamp duty, or turnover tax, on the Stock- 
holm bourse. | 

When Norway dropped its 196 turn- 
over tax at the beginning of the year, trad- 
ing volume trebled on Oslo's tiny bourse, 


which is capitalised at $20 billion. A big 
chunk of the $1.3 billion that Swedes 
have invested in equities overseas since 
the beginning of the year has found a 
home in Oslo. The market has surged by 
nearly 4096 in the first half of 1989. Yet 
equity prices are still only at a modest nine 
times expected 1989 earnings. 

One reason for the bourse's spectacu- 
lar climb is that the October 1987 crash 
hit it harder than most other markets. Os- 
lo's prices dropped by more than two- 
thirds. Another reason is investors’ de- 
light that Mrs Gro Harlem Brundtland's 
Labour government has proved, at least as 
far as the economy is concerned, to be a 
right-wing administration dressed in left- 
wing clothing. 


Oil accounts for about two-fifths o 
Norway's exports. So when the price 
crude collapsed early in 1986, so did Noi 
ways economy; the current accoun 
plunged into deficit and  inflatio 
climbed. But Mrs Brundtland admini: 
tered the right medicine. She tightene 
fiscal and monetary policy sufficiently t 
cause a 1.6% fall in consumer spending i 
1988. Inflation has now fallen to an ar 
nual rate of 4.7% in the first five month 
of the year, compared to 9.6% a year ea 
lier, and the current account has swun 
back into surplus, thanks to this year 
surge in oil prices. Falling short-term it 
terest rates, down from 13.8% a year ag 
to 1096 now, have set the stockmar 

alight. Bank shares have risen by 6096 t 
year. Shares in shipping compa 
whose order books are fil ling, h 
even better. d 

The rise in the stockmarke 
spent, although prices are 
far. Economists at Sasso 

search house in . 
that inflation can subside ft 
the same time as monetary pol 
eased. They also point out that 
surance companies and pens 
funds have raised the proportion ¢ 
their portfolios invested in equitie 
from 696 to their maximum allowe 
1296; they will probably be allowe 
to put up to 20% of their portfolio 
into shares at the end of the year. 
Denmark's debt-burdened: 
onomy is the smallest and shakies 
of the three. Its stockmarket. 
however, the most open to fore 
investors. Prospects for the mar 
are improving, since Mr Pai 
Schluter, the prime minister, : 
about to start buttressing the cout 
try's tottering economy. He is p 
posing a package of tax reforms, t 
be introduced over four years beginn 
in 1990, to free the supply side of the D. 
ish economy. He wants to slash corpo 
tion and income tax, and prune publi 
expenditure. f 

The Copenl agen market's 2796 ri 
the first six months of the year was I 
tered among European bourses only 
Oslo's climb; yet its various sectors tell 
erratic story. Bank stocks actually fell 


ginally, as competition tightened an 


country’s mutual savings banks started 
come to market. The country’s depres 
shipping stocks, on the other hand, ro: 
by 80%. Investors will be hard-pressed t 
justify further gains, particularly if the 
growth in world trade (and hence the 
need for ships) now falters. 











report on County NatWest 


MELIBERATE evasion of obligations 
fof disclosure . . . conduct falling well 
that of a responsible exec- 
. The market was misled. Provisions 
' Companies Act 1985 were not com- 
with. There was no justification for 
happened.” Those damning words 
e from the report published on July 20th 
he Department of Trade and Industry 
in the Blue Arrow affair and County 
the investment-banking bit of Na- 
at Westminster Bank. 




















The D11’s report has now been passed to 
‘Serious Fraud Office (the team of City 







ngland, the Securities and Investments 
ard and the Securities Association, any 
e of which may take action against the 
nk and/or its subsidiaries. — 
The inspectors were called in, at the end 
1988, to look at County NatWest's han- 
ng of an £837m ($1.4 billion) rights issue 
i September 1987 for Britain's Blue Arrow, 
employment agency which needed the 
to finance its acquisition of Manpower, 
American firm in the same line of busi- 
ess Coinciding with the world stockmark- 
t crash, the issue was a flop. County 
atWest was left with a financial interest in 
96 of the enlarged equity of Blue Arrow. 
make it appear successful, County 
lest took 4.9% of Blue Arrow; its mar- 
ing subsidiary bought another 
Handelsbank NatWest, its Swiss sub- 
held a further 0.2%; and 3.99% 
o UBS-Phillips and Drew (a stockbro- 
ned by Union Bank of Switzerland) 
t a profit-and-loss sharing agreement. 
The Companies Act requires that any 
of more than 596 be disclosed. Nor- 
ly, those holdings held in different parts 
group must be added together for dis- 
sure purposes, although (under section 
-of the Companies Act) market-makers 
xempt if the shares have been acquired 
»e "interest of the purposes of that busi- 
.—ie, normal market-making. In fact, 
ty NatWest Securities (CNws) did not 
its stake in the normal course of busi- 
-was unhappy about taking on such a 
“slice of Blue Arrow stock and even 
re worried about non-disclosure. 
However, according to the DTI report 
Nicholas Wells, the bright young execu- 
director of County NatWest (cNw) who 
the Blue Arrow deal together (now 















































rsleuths set up in 1986), the Bank of 


working for Barclays de Zoete Wedd, an- 
other investment bank), told CNws. that 
“there was legal advice that the holding 
would not be disclosable.” 

The DTI inspectors have no doubt that 
"the shares were not held by CNwWSs for the 
purposes of its market-making business. The 
objective was to avoid disclosure." Mr Da- 
vid Reed, head of corporate finance at 
County NatWest, "knew that cNws had 
taken 31.3m Blue Arrow shares as part of 
County NatWest's arrangements to avoid 
disclosure" and, in fact, no legal advice had 
been obtained. According to the inspectors, 
"We regard Mr Wells as responsible for the 
failure of CNW to fulfil its relevant statutory 
duties. We regard his conduct as falling well 
below that to be expected from a responsi- 
ble executive of CNW.” 

Nor do some of the senior people at the 
parent, National Westminster Bank, escape 
criticism. Mr Charles Green and Mr Ter- 
ence Green (no relation), joint deputy chief 
executives of the bank, and Mr John 
Plastow, a director of the bank, all come in 
for stick. None had "sufficient experience to 
examine critically what they were being told 
by Messrs Reed and Wells. Having raised 
one or two obvious points and having re- 
ceived some comfort in relation thereto, 
they accepted the position.” But the inspec- 
tors go further: 


The three executive directors had a real respon- 

_ sibility for the lawful conduct of business by the 
NWB [National Westminster Bank] group. In 
our view they did not properly carry out that 
responsibility... we regard the conduct of 
Messrs C. Green, T. Green and Plastow as fall- 
ing below that to be expected from responsible 
senior executives of NWB. 


Nat West's response to the report? “Clearly, 
serious errors were made ...and some of 
the actions at the time fell below the high 
standards upon which the NatWest Group 
has built its reputation." 

But none of the DTi's findings can have 
come as much of a surprise to the top brass 
at the bank. Its own internal inquiry, con- 
ducted by Sir Philip Wilkinson, deputy 
chairman of National Westminster Bank, 
back in March 1988 (and quoted at length 
in the DTI report), concluded that “a disclo- 
sable interest [in Blue Arrow] was held at 
the outset . . . so that not only was CNW in 


breach of the Companies Act but the ' spirit 
of the law' had been Eu disregarded,” 
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ALO OMY predictions of a or fal 


rents for British property have done 
little to dampen developers’ enthusiasm for 
deal-making. Witness the recent £314m 
($510m) agreed bid for Imry Merchant De- 
velopers by Marketchief, a consortium put 
together by a property entrepreneur, Mr 
Stephan Wingate. An offer for Imry, 
which, among other, less contentious, 
things, plans to redevelop the site of the 
Elizabethan Rose Theatre in south Lon- 
don, had been expected for several 
months. Both Mr Martin Landau, the com- 
pany's deputy chairman, and Mr Martin 
Myers, its chief executive, were known t^ 
be keen to sell their shareholdings (3.696 
and 4.396 of Imry respectively) if the price 
was right. 

Expect more of these agreed bids. There 
are more property men like Mr Landau and 
Mr Myers who want to bail out of a market 
that looks as if it has peaked. Rent: 

slowing. According to Richard Ellis, a 
of chartered surveyors, rental growth, zuo 
for the year to March 1989, was only 24% 
for the year to May. Another pointer is the 
widening of spreads on bank loans to 
developers. 

Even so, willing sellers of property com- 
panies can count on finding some optimis- 


tic buyers, because there are still plenty of 


undervalued assets around. At the begin- 
ning of July, before the latest bout of bid 
fever struck the stockmarket, UBs-Phillips 
& Drew reckoned that property stocks 
were trading at a discount to current net 
asset value of 30%—reflecting investors’ 


| dim view of short-term prospects. This dis- 
count has now narrowed to around 26%, 
. asthe 
i “are still bargains to be had. 








result of bid speculation, but there 


Some of the companies sold by the state 
have been among the busiest acquirers of 
property firms. Post-privatisation, they 
were left with properties far beyond their 
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ities to manage. To gain expertise, As- 
sociated British Ports bought Grosvenor 
Square Properties in January 1987 and the 
British Airports Authority snapped up 
Lynton Property in May 1988. 

The latest to splash out is British Aero- 
space. On July 19th it bid £278m for Ar- 
lington Securities, well known for its busi- 
ness parks, to help manage British 
Aerospace’s extensive property assets. Ex- 
panded by its acquisitions of the Rover car 
group and the Royal Ordnance weapons 
maker, these now cover 14,000 acres across 
50 sites. 
© Foreigners, too, want to get their hands 

' on British property companies. So far, the 
| Dutch have been the most adventurous. 

Hammerson, a large British firm, narrowly 
.. escaped the clutches of Rodamco, a Dutch 

... investment fund, which mounted a £1.3 
billion hostile bid at the end of 1988. More 
—— atly, the Hoylake consortium’s bid for 

‘has led to speculation that someone 
mignt set out to "unbundle" one or other 
of the big three British property compa- 
 nies—Hammerson, Land Securities and 
|J MEPC— which between them account for 
40% of this sector's stockmarket capitalisa- 
tion. That would be difficult—not least be- 
cause selling off any such large portfolios 
! ould quickly depress property prices. 
American investors, too, have started 
» put in an appearance. Marketchief, the 
urpose-built vehicle used by Mr Wingate 
acquire Imry, has two American share- 
Iders, both investment-banking afhliates 
"udential-Bache. Mr George Soros, an 
rican fund manager, has a stake in Mr 
gate's own company, the Development 
Realisation Trust, which has a share in 
Aarketchief. That ought to reassure prop- 
rty bears. In 1987, a month before Black 
Áonday, Mr Soros was predicting that 
nerican stocks still had a long way to 
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vestors no more than a flimsy 


European bond markets 


Main events 


T megabid for B.A.T Industries has 
jolted Europe's bond markets. Like their 
American counterparts, European bond in- 
vestors now fret about "event risk”. That is 
the chance that a previously well-capitalised 
company will suddenly become the target of 
a leveraged takeover or undertake a defen- 
sive financial restructuring that markedly in- 
creases the ratio of its debt to capital. Either 
prospect wrecks the value of a company's 
unsecured bonds because the risk that the 
company will default on them increases. 
B.A.T-bond holders were hurt by the bid 
in two ways. First, a $400m Eurodollar bond 
issue for the company, which should have 
paid them a juicy 93/596 in annual interest, 
was aborted. Investors bought, but did not 
pay for, the bonds six weeks ago. Since then 
American interest rates have fallen by al- 
most three-quarters of a percentage point; 
that means investors in the aborted bond— 
besides losing the capital gain such a fall 
would have given them—will have to re- 
place their B.A.T bonds with debt that pays 
them interest of only 842% a year. 
Even so, they are probably a bit better 
off than they would have been if they 


€, had paid for the bonds and B.A.T 
@2) eventually falls to a predator. The 
bs: » Eurobonds did not have any cove- 

$?' nants to protect investors against 
Ka the overleveraging of the company. 
«s. Few Eurobonds do; most offer in- 

"d 


i ew MORES 
i 090,000... . 







reassurance that the company 
will not issue any debt that will 
give new investors better security than exist- 
ing bondholders. 

B.A.T's domestic sterling bond—issued 
to help the sellers of businesses B.A.T bought 
avoid paying capital-gains tax—does have 
covenants. That, however has not com- 
forted investors. The covenants limit the 
amount of debt (not more than 1.5 times the 

company’s capital and reserves) and type 
(not more than 45% of the debt could be 
secured on the company’s assets) B.A.T may 
issue. If these clauses are breached, the bond 
holders can demand repayment of their 
bonds at face value. Unluckily for investors, 
the bonds—which pay annual interest of 
12'4%—were still trading above face value 
after Sir James Goldsmith had made his bid. 

Both the domestic and Eurobond mar- 
kets have been shaken. In Britain investors 
have become choosier. Supranational issues 
(ie, bonds from institutions such as the Eu- 
ropean Investment Bank and the World 
Bank) have become sought after. They now 


trade at around 70 basis points over 
(British government bonds) of a simila 
turity, rather than the 75 points o 
pre-bid. Yields on debenture (ie, tight 
cured) issues, such as Bass’s £150m 
issue, and first mortgage bonds i: 
property companies have hardly move 

Unsecured sterling bonds have 
by four or five percentage points. The 
hit were those issues launched before 
veraged buy-out boom in America 
alerted investors to event. risk. They 
come from such companies as Han: 
ish Airways, Pearson and British Ox 
Each slumped because its holders ca 
tle to stop the issuing company from 
up its ratio of debt to capital an 
threatening the investors’ acces 
interest payments. 

The Eurobond market! 
flight to quality. Swiss invest 
bonds from household nar 
Cola to those from faceless supr 
sovereign borrowers. That is « 
unfortunate experiences in the 
when fit companies such as- 
leum bloated themselves with debt 
to avoid being taken over. Yet even 
Swiss are starting to experiment wit 
sorts of corporate debt. They were hea 
buyers of the recent five-year issue of 
card receivables from America's Citicor 

Other Eurobond investors are mx 
worried about the risks of buying corpo: 
paper. Several want companies to retur 
issuing bonds with the sorts of cove 
they used to have ten or 15 years ago 
specified (a) minimum standards for in 
coverage that a company had to main: 
and (b) maximum amounts of leverage. 

The British long-term corporate 
market, which has been enjoying a b b 
year thanks to the government paj 
national debt, has a trick tha 
Euromarket should copy. Bonds fro 
panies such as Asda, a supermarket 
and Blue Circle, a maker of Portla 
ment, have clauses which allow ir 
be repaid if the company . 
overleverages itself or sells more th 
of its business in a year. Cleverl 
clauses allow investors to be 
higher of either par plus accrued. 

the current price of a compar: 


A, B.A.T's bond holders had 





















































































































have looked forward d e 
paid at around 11896 of face 















































HE old man would have thought it 
. humbug. Siegmund Warburg, the immi- 
ant who founded S.G. Warburg in 1946, 
Obsessed by financial prudence. The 
' merchant bank he bequeathed is mov- 
nto riskier corporate finance, such as le- 
raged buy-outs. To gain the business, the 
nk must put its money where its advice is. 
: The founder would have disliked the 
id of client's paper Warburg will have to 
ld after the victory of Isosceles, a consor- 
of investors which won control last 
k of Gateway, an inefficient chain of su- 
narkets. As lsosceles's chief adviser in 
leveraged buy-out worth £2 billion ($3.3 
on), Warburg stands to pocket maybe 
m-——or nearly one-quarter of its £112m 
tax profit last year. Warburg will now 
idicate to asset-hungry banks most of the 
ebt used to support the Gateway deal, but 
| keep about £75m on its books. 

-As the Gateway deal was being con- 
luded, Warburg was being recruited to 
AT Industries’ attempt to stave off a 
.£13 billion bid from Sir James Gold- 
smith’s Hoylake. A defence might well 
involve a financial restructuring of the 
tobacco-to-insurance giant; if so, War- 
urg would again be expected to put 

ip its own money to smooth a deal. 
Those who believe in the long-term 
rofitability of this kind of business 
should put their money on Warburg. 

he stockmarket is. The bank's in- 
volvement in the battle for B.A.T added 
4% to its share price. 

<- Warburg is the City's best-managed 
ge securities house—and its most prof- 
ble. Cur-throat competition in the 
k- and bond markets has bled profits at 
t houses that built up huge securities- 
ing firms after London's deregulatory 
Dang in October 1986. Warburg margin- 
creased its pre-tax profit in the year to 
, aided by its own brand of cultural 








Siegmund Warburg’s insistence on 
mwork and consensus still infuses the 
. Its collegiate spirit of management has 
ived a fourfold increase in the payroll, 
2,800, since 1985. Sir David Scholey, who 
| groomed by Siegmund Warburg as his 
cessor, insists his senior colleagues work 
gside him, not beneath him. 

Few other banks can match the team 
t at Warburg—nor the hours on the in- 
al telephone and reams of internal 
mos that maintain it. Some ex-Warburg- 
found that stifling, but it helped the 
nk avoid many of the excesses of individ- 
ism which have plagued other secutities 
uses since (first) Big Bang and p) 
j Cerober 1987 stockmarket crash. 





: 1e ghost of Warburg yet- -0- come 


Warburg has cut its share of market- 
making in British equities from 1696 to 
1296; since rivals who increased their share 
increased their losses, this suits it fine. None 
the less, even Warburg s equity business is a 
long way from earning the kind of 25%-plus 
returns on its £125m-odd of capital that 
would please shareholders. And Warburg's 
debt operations still lose money— perhaps 
£5m a vear. ` 

Even for a merchant bank, Warburg is 
unusually secretive about where its profit 
comes from. A nice packet came from Mer- 










cury Asset Management (MAM), the pen- 
sion-fund-management arm it floated off 
two years ago. It kept 75%, which last year 
earned pre-tax profits of £42m: that is equi- 
valent to roughly a 50% return on its capi- 
tal. Other parts of Warburg’s profit come 
from treasury operations such as money- 
market dealing and foreign exchange, but 
mostly from corporate finance. 

This year Warburg has topped the 
league table for advising on British mergers 
and acquisitions. In 1988 it ranked eighth in 
America's league, after advising Grand Met- 
ropolitan, a British food-and-drinks con- 
glomerate, on its $5 billion bid for Pillsbury. 
In Britain Warburg was second to none in 
the highly profitable business of issuing 
Eurosterling bonds and convertibles. Long- 


standing i 
‘nance in the trading 1 of international shares ' 


o ne det tat neste orton pitt, 


ternational contacts and domi- 


out of London have given Warburg the lead 
in Euro-equity issues, Corporate finance, in- 
cluding new issues of shares and debt, 
earned the bank £30m-40m last year. 

For shàreholders, an awful truth re- 
mains: Warburg could earn more if it simply 
took the £500m of its £800m of | capital 
which is allocated to investment 
banking— plus a further £100m-150m of 
unallocated capital kept as a safety barrier 
between it and the markets—and put the 
whole lot on deposit. So why doesn't it? 

` Because it wants to develop into a pan- 
European investment bank. Thanks partly 
to its.strong ties with European companies, 
many of them forged by Siegmund War- 
burg, the bank stands a better chance than 
most. Already it owns a medium-sized 
French broker, Bacot-Allain-Farra, and is 
building an issuing house alongside. L 
month Warburg opened a corporate-finar 
office in Madrid and bought Berwein, a Mu- 
nich-based trading house. 

Warburg has shown a fondness for 
joint ventures with partners in markets it 
does not know well S.G. Warburg 
Soditic, a Swiss bond house, is a gadfly 
to the biggest Swiss issuing banks. War- 
burg has ties with Alfred Bunting in 
Canada and Potter Partners in Austra- 
lia, both well-run firms. 

In the big markets of New York 
and Tokyo, Warburg's strategy is 
questionable. Its New York joint ven- 
ture of the early 1980s, Warburg* 
Paribas-Becker, came to nought be- 

cause of the three partners' conflicting 
interests and visions. In 1986 Warburg 
had a chance to buy Wertheim, a Wall 
Street. investment bank and research 
house now half-owned by London's J. 
Henry Schroder. But some Warburg dire-- 
tors thought the asking price of $150m 
expensive, so Warburg has had to buila its 
New York securities operation from scratch, 
up to a present staff of 200. They are finding 
it hard to break into the institutional mar- 
ket without local help. 

Sir David is adamant that if Warburg is 
eventually to succeed in selling international 
securities to American institutions, it must 
begin by selling them domestic stocks. The 
same thinking permeates the bank's Tokyo 
office, which employs a further 225 people. 
Asa result, Warburg loses money from its 
securities operations in both centres. 

Critics say the balance of the bank's 
business is now unevenly skewed by the 
over-heavy and under-earning securities di- 
vision. The bulk of revenue from the fixed- 
interest division comes from guessing mar- 
ket. movements. correctly, something at 
which Warburg excels. "Do you need a gilt 
operation, " asks one Warburg manager, 









"to take a glorious End i 





























The day the earth melted 


noe 


Twenty years ago, two men boldly went to the surface of the moon to raise 
a flag and pick up rocks. Four and a half billion years earlier, they would 


not have had to bother 


HE orderly running of the solar system, 
as revealed by that embodiment of hu- 
man intellect, Sir Isaac Newton, was one of 
the icons of the age of reason. God had 
wound up a celestial clock and left it ticking 
regularly through the eons. Those who 
study the solar system today see something 
"different: a shaky mechanism bearing the 
scars of catastrophes that gave it its shape. 
‘such scar is the earth's moon. 
a The man who put the final details to 
= Newton's solar system, explaining the subtle 
ways in which the planets exert their effects 
on each other, also had some ideas about 
kow they got to be there. At the beginning 
of the nineteenth century, the Marquis de 
aplace suggested. that a vast cloud of gas 
dust fell in on itself under the force of 
vity.to create the sun and the planets. In 
gad outlines, most astronomers still 
similar ideas today—though some dis- 
gree. The cloud collapsed until at its centre 
k pressure was high enough for nuclear fu- 
on to take place and the sun ignited. Left- 
fers moving too fast to fall into the sun 
whirled on around it, colliding and sticking 
gether to form ever-bigger bodies, until 
€ present solar system of planets, moons, 
asteroids and comets was sorted out. 
In. those days, the solar system was a 
j lace, There must have been 
e y between the notquite- 



























One such collision is invoked by astrono- 
mers to explain the earth's relatively huge 
moon—far larger in proportion to the earth 
than most other moons are in proportion to 
the planet they circle. 

Various theories have sought to explain 
the moon. Perhaps the earth was spinning 
too fast when it was forming and a moon- 
sized lump flew off. Perhaps leftovers from 
the earth formed a moon in orbit, just as 
leftovers from the sun formed planets. Per- 
haps the moon was created somewhere else 
and was caught by the earth's gravity when 
its orbit brought it imprudently close. These 
theories do not convince most astronomers. 
The first two fail to explain the momentum 
of the earth and moon as they spin around. 
The third seems to require such precision in 
the behaviour of the errant moon that one 
might as well invoke a trick shot by a 
snooker-playing deity. 

The hypothesis which astronomers now 
favour says that the moon was formed from 
the debris of a spectacular collision between 
the earth and a passing proto-planet about 
the size of Mars. Computer models which 
populate the inner solar system with lots of 
little bodies and let them slowly build up 
into big ones suggest that once planet-sized 
bodies are formed, such collisions are not 
unlikely. 

If the planet that fell to earth moved at 
40,000 kilometres an hour, the crash would 


would have coalesc 





have taken about 30 minutes; 
that time about as much en 
600 trillion atomic bombs; 
one megatonne, would have t 
leased. The material to ma 
moon would have been throw 
orbit, either from the ingi 
planet or from both planets. The 
of the energy would be release 
heat—enough to raise the temp 
ture d the A Inoue of 



















sunk uide. p : 
through an ocean of melted: 
join the earth's core. Ther ci 
been few such dramatic events 
of the solar system (thoug! 
that Mercury could be the m 
larger planet that had 
stripped away in a similai 

Over a period o 













closer to the earth than it is ow—plu 
smaller moonlets, as well as à ring syste 
more spectacular than Saturn's, all illumi 
nated by the red-hot glow of the earth. Ove 
the eons, the moon has slowly crept. awa 
from the earth, slowed by the earth's tida 
effects. For the first 500m years or so, it wa 
subjected to frequent lesser collisions, lea 
ing it with its now familiar pock-marked 
face, and changing its axis of rotation thre 
times. Some of the colliding bodies were de 
bris from the rest of the solar system. Other 
were probably smaller moons orbiting u 
moon itself. ; 
The spectacular global warming whic 
melted the earth’s mantle is a sideshow fo 
astronomers who want to explain th 
moon's origin. For those who study 
chemistry of the earth, it is a nasty pt 
When rocks are melted and then reso 
there are chemical changes. Some elem 
crystallise out early, some late, and s 
end up in different places. Concenti 
of certain elements, and the ratios i 
pairs of elements are found, let geoch: 
work out whether a rock has ever m 
The composition of the earth's 1 

is like that of most meteorites. Since 
are thought to be leftovers from the 
rubble from which the earth and tt 
planets were born, that seems reaso 
However, if the mantle was melted, var 
elements should be around in differen 
tios. Dr Ted Ringwood, from the Austr: 
National University, has studied the t 
of various rare elements in the oldest eart 
rocks; they are like those found in mete 
ites. His results seem to imply no melti 
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The fick that Dr Ringwood and others 
no evidence of global melting leads many 





ory. Its supporters have various defences. 
One is to play on the disagreements between 
geochemists, of which there are several. An- 


bundance of elements in the proto-earth 


intriguing alternative is to claim that the 
nce in the ocean of molten rock 
ave been enough to keep everything 
d in together, thus keeping the ratios 
less the same. 

ace might have had a more satisfac- 


ime from. List all the bodies in the 
system, study the way in which they are 
ing, then work back in time according 
Newton's laws and find the collisions. But 
twill not do. Because planets are (over 
g periods of time) exquisitely sensitive to 
pulls and tugs of the rest of the solar sys- 
1, there is no way to say where everything 
; a few hundred million years ago. Even in 
ie bastion of Newton's clockwork, chaos 
eplaced order. 

“So. the answer lies in chemistry. To 
ce the theory thoroughly convincing 
-or, though it seems less likely, to disprove 
-—more samples are needed. Some of the 
data can come from studies on earth. But 
some will need to be looked for on the 
oon, and Mars, and maybe Mercury and 
nus. Some will need to come from the rel- 
of the early solar system, the asteroids 
d the minor moons of other planets. 
enty years ago, that would have sounded 
ke an inspiring task for generations of as- 
nauts. Now it looks like a new job for 





riminal elements 


IPLAINING behaviour—especially vi- 
ent behaviour—in terms of physical 
ditions has long been a popular pastime 
scientists. The phrenologists of the eigh- 
h century sought to diagnose it from 
-shape of the head, and doctors toured 
sohs armed with tape measures. Vic- 
ian eugenicists sought the explanation in 
ories of race. 

More recently there has been the : 
omosome theory, which now looks al- 
-as odd. A normal person has 46 chro- 
)mes—-carriers of genetic material — 
de up of 22 matched pairs and one pair of 
chromosomes. Normally, women have 
o X-chromosomes, men have one X and 
> Y. But a few men have an extra v chro- 
me (XvY). Since the v makes men male, 





'ochemists to be sceptical about the impact 


her is to play around with the theoretical 


nd its impactor, so s the final figures. - 
me out right. Such juggling looks ad hoc. 


wer to the question of where the 


Newest moon — 


ACH time NASA's Voyager 2 has 

4 called on a new planet it has found 
unexpected delights. As the. spacecraft 
-nears the end of its 12-year tour of the 
solar system and homes in on Neptune, it 
has done so again. Earlier this month 
NASA's Jet Propulsion Laboratory in Pas- 
adena; California, announced that the 
planet'$ two known moons, Nereid and 
Triton, have a companion. That itself 
was not su pring scientists had ex- 
pected to find at least one new body. The 


puzzle i is that the new moon seems to be 


in the wrong place. 

The new satellite, dubbed 1: 1989 Ni un- 
til something a little more classical is 
dreamt up, appeared in mid-June as a 
tiny, bright smudge on some pictures ex- 
amined by Dr Stephen Synnott, a mem- 
ber of the team that deciphers Voyager's 
postcards home. 5 e discovery was 
announced in early July when other im- 
ages confirmed the finding. It seems that 
1989 Ni is 200-640 kilometres across, 

slightly smaller than Nereid and dwarfed 
by Triton. It is travelling in a roughly cir- 
cular and equatorial orbit some 91,000 
kilometres above the clouds of Nep- 
tune—so close that the planet's bright- 
ness renders it invisible from earth. 

The new moon might help to explain 
some of the Neptunian system's eccen- 
tricity. Triton is a most unusual satellite, 
travelling in a retrograde orbit (opposite 
to Neptune's own rotation). Even pro- 
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it was reasoned that an extra Y would make a 
man extra male: more aggressive, and thus 
more prone to violence. Careful statistical 
work soon rubbished the idea: 9696 of xvvs 
do not commit violent crimes; XYYs are no 
more likely to end up in prison than other 


men. Now there are the beginnings of an- 


other physical theory of violent crime. Bear 
its precedents in mind and read on. 

Dr Paul Cromwell and Dr Ben Abadie, 
two criminologists from the University of 
Texas at Permian Basin, noticed a growing 
body of research suggesting that minerals 
may influence behaviour. Toxic metals like 
lead, cadmium, arsenic and mercury have 
been implicated in various disorders. (A 
fondness for lead is used by some to explain 
the excesses of imperial Rome.) 

To find out more, the two criminolo- 
gists turned to that popular forensic tool, 
the human hair. Composed largely of pro- 
tein, hair also serves as a repository for all 
sorts of metals and minerals. The amount of 
an element in a hair is a good guide to its 
concentration in the whole body—and thus 
perhaps toits ability to take part in chemical 
reactions in the brain. 


strange. a was Ae oddness of both bod- 





looping rotation, is - 





ies that led astronomers to propose a 
now widely accepted theory of how they 
got there. The theory holds that Triton's 
retrograde. orbit meant it t had m vu 


ager a more n 
The new moon may not be the last 


that Voyager. will find. When it visited 
. Uranus 3'/ years ago, it detected ten un- 
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discovered satellites. Two of them turned 

out to help keep the planet's thin rings in. =p 
place. Observations of Neptune from - 
earth have. already spotted several dis- 
continuous rings, known as ring arcs, in- 
side the orbit of the new moon. It is just 
possible that 1989 N1 plays a role in shep- 
herding them. In that case it might be a 
good idea to call it Proteus, after the god 
who kept guard over Neptune's herd of 
seals, and puzzled mortals in his spare 
time. Other moons might also be in- 
volved. Voyager should provide the an- | 
swer by the time it reaches its closest | 
point to Neptune on August 24th—by : 
which time there may be even more theo- | 
ries than moons. | 
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They began by collecting hair samples 
from a group of violent criminals incarcer- 
ated in a Texas prison. The criteria for inclu- 
sion in the group were severe: the 38 
mates chosen had been sentenced fc 
violent crime (such as aggravated. assault, 
rape, murder or aggravated robbery), had 
previously been sentenced for a similar. 
crime, and had been put in an isolation unit 


for assaulting somebody in prison. At the... 


same time, hair was collected from 38 in- 
mates with no record of violence. In an at- 
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two groups were exactly matched in terms of 
diet, age, how long they had been incarcer- 
ated, where in the prison they worked, 
whether they smoked and what kind of soap 
anc shampoo they used. 

— Armed with their tufts, Dr Cromwell 
and Dr Abadie looked for 16 minerals, using 
a form of spectroscopy. The hair samples 
were washed to remove sweat and dirt, then 
a piece of hair was dissolved in a mixture of 
acids. The resulting solution was diluted and 
sent into a tube containing argon plasma at 
about 10,000°C. Chemical elements emit 
characteristic wavelengths of light at such 
temperatures; the intensity of the light emis- 
sion corresponds to the amount of the ele- 
nent in the hair. 

.. The results showed a clear pattern: vio- 
lent criminals consistently had abnormal 
evels of at least one trace element. The lev- 
Is of magnesium, silicon, potassium, so- 
dium, copper, lithium, iron, zinc and chro- 
mium, and the ratios of zinc to copper and 
copper to iron were particularly striking. It 
did not seem to matter which element was 
present in abnormal amounts, or indeed 
whether that element was too abundant or 
too scarce; what the violent group had in 
common was merely that the level of some 
element was abnormal. Statistical tests sug- 
gested that the correlations were significant. 
Dr Cromwell and Dr Abadie believe bio- 
chemical differences exist between violent 
and non-violent criminals, and that these 
differences may cause violent behaviour. 

- The idea that trace elements can influ- 
ence behaviour makes some sense. Copper, 
zinc, iron and magnesium are important to 
several enzymes in the brain, including 
those that make neurotransmitters like do- 
pamine and serotonin, which carry messages 
around the brain. Lithium is known to af- 
ect mood, and ions (charged atoms) of po- 
tassium and sodium are involved in the con- 
duction of electrical currents along neurons. 
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Of all the elements Dr Cromwell and Dr 
Abadie identified as significant, only silicon 
nas no understood physiological role. 
Before trace-elements can be used as a 
marker for predicting predispositions to vio- 
lence, there will have to be larger and more 
impressive studies. In the meantime, it will 
be useful to learn whether deficiencies or ex- 
cesses of trace elements can be treated or 
prevented by changes in diet or with drugs. 
= One caveat: labelling an innocent per- 
son as potentially violent—and thus suitable 
for such treatment—could make him act out 
his fate. Dr Cromwell notes that many 
things could cause abnormal levels of trace 
elements, including genes, diet and everyday 
contaminants such as exhaust fumes. If bio- 
chemical differences do indeed make people 
more violent, researchers will need to learn 
more about each of these causes and how 
they can best be dealt with. 
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. Evolution and sexuality 
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Gulls, girls, girls 


DAPTABILITY is the key to survival. 
Darwin enshrined this truth in his the- 
ory of natural selection. But the lengths to 
which some creatures will go to adapt would 
have struck the upright Victorian country 
gentleman as unnatural. A decade ago the 
discovery of homosexual female birds in the 
wild caused a flood of interest among 
behavioural scientists and evolutionists. 
More recently, genetic techniques have 
shown that these odd couples play a vital 
part in the reproductive cycle of some birds. 
In the 1970s a study of western gulls on 
Santa Barbara Island in California revealed 
that up to 14% of nests contained more eggs 
than one female could lay. Since these 
clutches were closely guarded by two birds, 
the extra eggs could not have been smuggled 
in by other gulls playing cuckoo. The bird- 
watchers concluded that both gulls were fe- 
male, and that both must have laid eggs. 

It is not surprising that several females 
could not find live-in mates: males make up 
only 42% of the colony. (The large number 
of males removed from the island in the 
1950s for experiments had skewed the sex 
ratio.) But the lesbian couples also per- 
formed nearly all the same courtship and 
territorial rituals as heterosexual couples. 
They formed lasting bonds which brought 
them together year after year; in some cases 
they became so attached that they tried to 
copulate. Although most of the clutches 
were infertile, some homosexual gulls suc- 
cessfully reared chicks. 

But who fertilised the eggs? The mystery 
is solved in an article in a recent issue of an 
ornithology journal, the Auk, by Dr 
Thomas Quinn and his colleagues at 
Queen’s University in Kingston, Ontario. 
Their subjects were two lesbian lesser snow 
geese in Hudson Bay, Canada. Between 
them, the geese gave birth to seven goslings. 
The authors shunned the idea of hundreds 
of tedious hours of goose-watching. To de- 
termine the parents of each gosling, they 
took a sample of each bird’s genes and used 
a technique similar to genetic finger- 
printing. Genes can be cut into 
fragments of DNA by certain en- 
zymes and the fragments can be 
identified by their size. Be- 
cause offspring copy 
their genes directly from 
their parents, similar | 
fragments should be found ^ 
in the DNA of parents and chil- 
dren. By comparing the number of 
fragments two geese have in common, 
it is possible to see how closely they 
are related. 

After piecing together the genetic 
puzzle, Dr Quinn and his colleagues 
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concluded that three of the seven goslings 
came from one female, fertilised by a rogue 
male; three came from her partner, sired by 
a different father; and the last could have 
stemmed from either female, but had to be 
from a third gander. Although this was the 
first observed homosexual pairing in the 
geese, the results do help to explain the be- 
haviour of the western gulls. 

Faced with a shortage of males, female 
gulls have no qualms about changing their 
feathers and finding a female mate. From an 
evolutionary standpoint, anything is justi- 
fied if it results in the propagation of your 
own genes. A single gull cannot rear chicks, 
as the nest needs to be guarded against pred- 
ators at all times. With only one parent this 
would mean starving. In a homosexual cou- 
ple, both gulls can be fertilised by adulterous 
males, with permanent mates at home on 
the nest. Afterwards the females rear their 
young in the same way as a normal cou] ` 
Without the courtship feeding provided 
males to their mates, the eggs are not so 
large and there is a lower survival rate; but, 
with twice as many eggs at the outset, the 
lesbian couples should still be more produc- 
tive than straight ones. 

Why, then, are almost all species half 
male and half female? Far more offspring 
could be produced if just a few males fertil- 
ised a predominantly female population, 
which then set about sorting itself into pairs. 
But sex is about more than numbers. Sexual 
reproduction developed so that couples 
could mix their genes and throw up novel 
combinations. If only a few males supplied a 
large portion of the genes for each genera- 
tion, the "gene pool" would be reduced. 
Mothers would have a restricted choice of 
genes—which would not be in their 
interests. 

The geese and gulls provide 

a good example of how the 

danger of an unhealthy sex 
tio is avoided. However short 
supply of males, each new chick 
has an even chance of being male. 
So even if the female couples are 
radical lesbian separatists, in 
their attempts to spread their 
own genes they have no choice 
but to spread the genes for 
maleness as well. Thus, 
with each mating season, 
the number of male gulls 
will rise. How long it will 
take for the sexual balance 
of these gulls to return is 
uncertain. It invariably takes 
longer to put the results of hu- 
man interference right than it 
does to do the damage. On the 
other hand, once awakened to the 
diversity of sexual experience, the 
birds—like many people—may not 
want to change back. 
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De mortuis, nil nisl 


HIROHITO: BEHIND THE MyTH. By Edward Behr. Hamish Hamilton; 486 pages; £15.95. To 
be published by Villard in September; $22.50 





t peace, but mushrooms 


NE publishers calculated that im- 
mediately after Emperor Hirohito died, 
and thus became Emperor Showa, there 
should be a good market for a nasty book 
about him. This one was long prepared by 
Edward Behr, an ex-bureau-chief on 
Newsweek, who eventually proved too good 
a journalist to live down to the hate splurged 
across his dust cover. Nearly all the facts and 
papers he has very honestly collected tell at 
least mildly on Showa's side, although Mr 
Behr's commentary tries not to. 

General MacArthur had expected 
Showa at their first meeting in 1945 to 
whine for his life, and drooled soldierly ad- 
miration when the emperor instead said: “I 
come before you to offer myself to the judg- 
ment of the powers you represent as the one 
to bear sole responsibility for every political 
and military decision made and action taken 
by my people in the conduct of the war". Mr 
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Behr's commentary is that Showa 
looked frightened to death in this 
meeting, but that isn't surprising. He 
had risked murder by his own soldiers 
to end the war, and now expected to 
be hung by the allies for starting it. 

At his accession Showa was the 
first Japanese emperor for 200 years 
to be born of an empress (not a con- 
cubine), and the first to have trav- 
elled abroad. He was a prim, monoga- 
mous teetotaller, which his father and 
famous grandfather certainly weren't; 
and he started with hopes of helping 
to create a more liberal and progres 
sive Japan. But, as Prince Konoye told 
a disbelieving MacArthur, the liberal 
forces in pre-war Japan were the big 
business interests. They wanted to 
imitate America in all things, particu- 
larly in making money. The army rep- 
resented the left wing; as the soldiers 
and increasingly the officers were the 
sons of poor peasants. Left wing in 
Asia meant violently anti-colonialist 
and nationalist. 

The world depression made big 
business hugely unpopular after 
1929. Showa was still requesting in 
the 1930s that his next prime minis- 
ter should be a man “who has no fascist 
leanings ... who is moderate in thought 
and is not militaristic”, but groups of fanati- 
cal officers banded together to bump such 
men off. Showa was told that because these 

“activists” (ie, assassins) were thinking of 
the good of the nation, they should not nec- 
essarily be condemned. He responded “If 
they wish to commit suicide, let them do 
so", but quite bravely executed those who 
did not. He shipped senior officers who 
might be difficult to Korea and then Man- 
churia, where they admittedly had a fairly 
free hand with China. 

In September 1940 Hitler appeared to 
have won the world war, and the army ex- 
ulted that his offer of the Tripartite Pact 
would end Asia’s colonialism. Article 2 said 
that “Germany and Italy shall respect the 
Leadership of Japan in establishing a New 
Order in East Asia”; Showa felt that “the 
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signing of the German military alliance can- 
not be helped in the present situation.” Hit- 
ler wanted Japan to send troops to Fre cl h 
Indochina in 1940 (to prevent it joining c e 
Gaulle); in 1941 he wanted Japan to attack - 
Russia from the east. Showa felt he coul d 
not resist the army’s demand to occupy 
Indochina, although saying he “felt like a 
thief looting a burnt-out house"; but he in- 
sisted on negotiations with America before. 
further violence. The American terms were 
to demand Japanese withdrawal from China 
and Indochina, on pain of further economic 
sanctions. The army then determined on. 
the strategy of "strike south’. E 

Showa clearly knew in advance of th e 
plans to hit Pearl Harbour. He believed tl 
assessment that Japan would make e e 
gains in the first six months (which it did), 
and could then propose a compromis 
peace. Yet it is not true, as some say, that 
Japan would have surrendered without Hi- 
roshima. One of the many Showa-Konoy ye 
peace initiatives through Moscow was s 
place, but the army’s policy was to resis 
unto “the honourable death of the hundred 
million”. After Hiroshima some of the hun: 
dred million were at last saying "oi", and 
Showa then moved as fast as he co d. 
There would have been delay in surrender if 
he had not been there, and more nuclear 
bombs would have been dropped. E^ 

There are those who say he could hav e 
acted earlier. Koichi Kido, a close adviser, 
once carried a message from the Dowager 
Empress to this effect, while Japan was still 

TR 

winning the war. Showa looked at a vege- 
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table bed, changed the subject and lectured 
Kido on mushrooms. 3 
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Newspapermen 


Brown-bag Baker 


Tur Goop Times. By Russell Baker. Mor. or 
row; 351 pages; $19.95 $. 


LTHOUGH his mother died in 1984 
Russell Baker remains captive to ne eT 
exhortation to "amount to something" 
Even today, the command occasior ally 
rouses him from sleep. “The Good Times”, 
Mr Baker’s second volume of memoirs, tell ; 
of his constant efforts to mollify his mother 
a task that propelled him from the post o : 
cub reporter on the Baltimore Sun to that of 
resident wit on the New York Times. A 
Mr Baker began his career in 1947, 
when newspaper work was for life’s losers. 
Journalists were thought to be "a vagabo | 
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crowd addicted to 
- bad manners, smelly wardrobes, heavy debt, 
- and low company.” As a police reporter, Mr 
- Baker's job was to read arrest reports and 
pester officers to dole out information on 
- suspected criminals. He was scooped on his 
first night when he failed to understand an 
_officer’s mangled description of a man beat- 
_ ing a woman to death with a brick. 

— Having survived this humiliation, Mr 
- Baker eventually received his reward: the 
altimore Sun sent him to London in 1953. 
The city was dirty, foggy and poor: at an af- 
_ ternoon tea in his first week, three reporters 
from the Manchester Guardian admon- 
ished him for offering a sevenpenny tip 
when threepence would have done. Yet his 
two-year stint there was the happiest time of 
his life, in part because he did not behave 
like a traditional foreign correspondent. 
-. Rather than immersing himself in the poli- 
tics and economics of a declining western 
- power, he treated England like a giant fea- 
ture story. He sent home stories about beer- 
- drinking on Sundays, on the nation’s pre- 
occupation with punishment (his stint 
coincided with frequent hangings) and on 
the frenzied reaction of teenagers to popular 
music. 
— Mr Baker's crowning triumph was his 
coverage of the Coronation. Dressed in 
white tie and tails, he set off for Westminster 
Abbey with a flask of brandy and a brown 
- paper bag containing his lunch and received 
à standing ovation from the crowd. He cov- 
ered the Coronation like “a three-alarm 
fire", emphasising the oddities of it, such as 
“Chinese dressed like French admirals 
queuing up to wait their turn to make wa- 
ter”. His efforts caught the attention of the 
New York Times and he ended up in the 
 paper's Washington bureau where, it ap- 
pears, he finally made something of himself. 
— Mer Baker, ever heedful of his mother, is 
never content with his achievements. Yet it 
is surely no disgrace to master one’s craft, 
reap the rewards and have fun along the 
"way. 
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And a-hunting we 
will go 


VICE AND VICISSITUDES: SOHO. By Judith 
Summers. Bloomsbury; 243 pages; £15.95 


TLJORACE WALPOLE was a shocking 
A A old gossip. When Vanella Fane, mis- 
tress of George II’s son Poor Fred, was in- 
‘stalled in Soho, he enjoyed describing her as 
“a Maid of Honour who was willing to cease 
to be so at the First Opportunity". She was 
one of a sisterhood long seen, and still seen, 
-. in Soho. Other members were the two Eliza- 
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beths, the high-class Miss Price of Frith 
Street, “a player and Mistress to several per- 
sons", and her disorderly neighbour in 
Meard Street, Miss Flint, “generally slut and 
drunkard, occasionally whore and thief”. 

In her lively and entertaining account of 
London's most cosmopolitan village, Judith 
Summers finds many such characters. Some 
of them gave their names to familiar spots. 
Mr Baker, a tailor whose street is just outside 
Soho, made his fortune by selling frilled col- 
lars or piccadillies, after which his house was 
named. In the 1620s the second Earl of 
Leicester built his house on fields whose res- 
idents had ancient rights to use them to dry 
their washing, rights which they have never 
formally waived, although it would be un- 





Modera Dow life 


wise to try it in modern Leicester Square. 
The speculative Royalist entrepreneur 
Baron Gerrard, the shady builder Richard 
Frith and the father of St Anne’s church, 
Bishop Compton, are all remembered—if 
only in name—in today’s Soho. 

The word is an Anglo-French hunting 
cry, "Sohoe! The hare ys founde”: the dis- 
trict was used for hunting outside the city 


` walls until urban sprawl absorbed it. It suf- 


fered badly from plague and fire in the 1660s 
and was rebuilt at the Restoration, when the 
Duke of Monmouth became its first resident 
to come to a bad end. It was a refuge for 
Greeks escaping from Turks in the 1670s, 
Huguenots escaping from Catholics in the 
1680s and almost every other nationality 
ever since. William Blake was born there, De 
Quincey barely survived there, Karl Marx 
lost several children there and Wagner 
failed to control his very large dog there. 
Soho has not always been pleasant but it was 
never dull: you could die there of despair or 
excess, but never of boredom. 

Miss Summers knows Soho backwards, 
in space and time. She worries now that ex- 
cessive gentrification may succeed in de- 
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stroying what plague, cholera and blitz 
could not, and that the place will fill up with 
nostalgic pensioners and wealthy yuppies. 
Yet Soho has weathered many changes, and 
is still a place of opportunity. 

One who spotted and grasped that 
opportunity was Theresa Cornelys, who ar- 
rived in 1760 from the continent, a woman 
described by Casanova as “a regular co- 
cotte, given to numerous caprices’. He was 
in a position to know; she had invited him 
to breakfast in bed, and had then persuaded 
him to adopt not only the daughter that re- 
sulted, but the son whom she had spawned 
in Rotterdam by someone else. Her salon in 
Soho Square was a place of gloriously riot- 
ous assembly and spectacular extravagance. 
Her fascinating history is only one of many 
reasons for enjoying this stimulating and un- 
pretentious book. 





The computer industry 


Team spirit 


BLue Macıc. By James Chposky and Ted 
Leonsis. Grafton; 228 pages; £14.95. Facts 
on File; $19.95 


NTERNATIONAL Business Machines 

(now never known as anything but IBM) 
often seems to be more like a religious order 
than a business. Yet it is also a cut-throat 
competitor that dominates the world's com- 
puter industry. Employees enjoy lifetime, 
jobs with inbuilt promotion and higher- 
than-average pay; in return, they proudly— 
almost fanatically—do things the company's 
way. Tom Watson, who ran IBM at the turn 
of the century, sowed the seeds with his 
morning talks and his dreadful company 
songs (“Hail to BM ... To him [Watson] 
our voices loudly ring”). 

Oddly enough, however, the creat 
and development of iBM's personal com- 
puter took place outside the company cul- 
ture. Previous attempts to produce a desk- 
top computer at IBM had failed, but 
competitors were becoming successful; so, 
exceptionally and with some uncertainty, 
IBM's management was persuaded to aban- 
don the company's ritual of product devel- 
opment. [n August 1980 it allowed an en- 
thusiastic team in Florida to go off and build 
a personal computer. They did so in a year, 
and IBM immediately became a leader and 
standard-setter in a part of the computer 
business in which it had been nowhere. 

James Chposky and Ted Leonsis base 
their tale on interviews with members of the 
team, most of whom had left IBM disillu- 
sioned. The company had tried to "fold 
them back” into the bureaucracy with only 
cursory recognition for what they had ac- 
complished. iBM's views on the subject go 
largely unrecorded; the company did not al- 
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lois-it its executives to be interviewed. 

One can see why. The team's departures 
from IBM tradition were dramatic. For the 
first time, the computer's operating system 
came from outside the company. Compo- 
nents were put out for competitive bids. The 


finished computer was sold not through 
IBM's own commission-driven sales staff but 
through Sears, Roebuck and Computer- 
land. In the end, the company lost its loyal 
employees; but it gained huge rewards. 
Herein lies a tough, big lesson. 





How far can authentic music go? 


Rhapsody in ultramarine 


T WAS at the London Proms in the late 
1970s, with Christopher Hogwood's per- 
formances of Handel's “Water Music” and 
"Messiah", that authentic music ceased to 
be the preserve of a close-knit group of en- 
thusiasts. The concert-going public liked it 
too; and a decade later this sort of music, 
which attempts to reproduce works as the 
-»mposer would have heard them, is in the 
cendant everywhere. At this year's Proms 
cnere will be authentic performances of Mo- 
zart and Beethoven on July 24th, and of 
Schubert's Symphony No 9 on August 21st, 
which will sound quite different in their ar- 
ticulation and phrasing to the works audi- 
ences think they know. On July 30th Mr 
Hogwood and his Academy of Ancient Mu- 
sic will tackle the problem of authentic sing- 
ing styles in Handel's "Orlando"; Simon 
Rattle will do the same in an authentic 
"Nozze di Figaro” on August 31st. 
According to a recent collection of es- 
says on the subject, AUTHENTICITY AND 
e | WENTIETH-CENTURY MUSIC*, authentic 
* music has influenced the development of 
music-making more profoundly than any- 
thing else over the past two decades. Record 
companies, busy transferring their cata- 
logues to compact disc, now prefer authen- 
tic to "traditional" performances by a ratio 
of two to one. Although it is often called 
" arly music", conjuring up visions of 





Even Gershwin's getting further away 
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sackbuts, serpents and bass viols, authentic 
music now extends to Brahms, Wagner, Ber- 
lioz, even Stravinsky. It was once assumed 
that where recording began, the search for 
authenticity—at least in contemporary com- 
posers—would stop. Far from it. 

In his contribution to the anthology, 
Robert Morgan, Professor of Music at the 
University of Chicago, describes the im- 
probable latest flagbearer of the trend: a 
cabaret singer-pianist, Michael Feinstein, 
whose record album 'Pure Gershwin' at- 
tempts a recreation of Gershwin's popular 
songs in their original form. “In the 50 years 
since Gershwin died", Mr Feinstein re- 
marks, "his music has been distorted in all 
kinds of insidious ways that are losing track 
of his original authentic sound, which was 
so vibrant. Each new year takes us further 
away from it." This, Mr Morgan comments, 

from, of all things, a cabaret singer—a type tra- 
ditionally committed to extremely personal, 
even blatantly idiosyncratic, stylisations. Ap- 
parently it is no longer Mabel Mercer's or 
Bobby Short's Gershwin we want, it is some 
sort of reincarnation of Gershwin himself. 


The ascendancy of the authentic is clearly 
not without problems. Most people now 
agree that it is a relief to leave behind the 
overblown  nineteenth-century perfor- 
mances of orchestral music, and wise to be 
pernickety about instruments and scores, 
even though the ability to re- 
construct both diminishes 
sharply the further back one 
goes. The more difficult ele- 
ment to restore is that of musi- 
cal values and interpretation. 
As can be heard from the re- 
cordings made in this century 
alone, ideals of musical inter- 
pretation are changing all the 
time; it may be impossible to 
pinpoint how, at any given mo- 
ment, a composers music 
sounded. Another deflating 
question, but one commonly 
asked, is why it is worth recon- 
structing historical conditions 
for listeners locked into twenti- 
eth-century sound. 

One answer is that the 
need for “authentication” goes 
deeper than an academic or pe- 
dantic wish to produce the per- 
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fect e dort. Modest composition | is a 
muddle of different schools and influences; 
composers experiment with, and discard, 
large numbers of techniques and styles. b. ne 
wish for bedrock compels the musical worl ‘Id 
to re-examine the past; and the past, to 
quote Mr Morgan again, “is no longer ow 
to interpret as we wish . . . but ours oly 
reconstruct as faithfully as possible.” 

If authentic music continues to mo 
forward, as it probably will, the con: 
quences for musical performance general lly 
will be dramatic. Some orchestras alread 1y 
deliberately avoid music up to Handel, a 
are careful up to the start of the ninetee 
century. A few years ago people would ha 
guffawed to hear it said that no music » È e 
the second world war was written for the 
standard modern orchestra, which is gener- | $ 
ally considered to be Beethoven's. Now it 
suggested that the first composers to 
for such an orchestra were Penderecki and 
Stockhausen; and nobody is laughing. 2 
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*Edited by Nicholas Kenyon. Oxford University P ^ 
234 pages; £25 and $49.95. 
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Latin American literature 


Inventing Bolivar - 


WASHINGTON, DC 


Wwe is one to make of a book that 
describes in great detail the last jour- 
neys of Simon Bolivar, that is said by the au 
thor to be based on historical sources, v 
called a novel? Not much, say many histori- i- 
ans: this book about the Liberator of much 
of South America is speckled with errors. / 
lot, say the non-specialists, who find a h ad 
brought to life, warts and all. 

Gabriel Garcia Marquez, probably the 
finest living writer in Spanish, is at the 
height of his powers. His latest book, E 
GENERAL EN SU LABERINTO ("The Genera 
in his Labyrinth")* also has a flavour O 
Graham Greene at his best. It describes th 
dying Bolivar’s almost royal progress dow 
the Magdalena river to the Caribbean ir 
1830, stopping off to be hailed as a hero ii 
small, grubby, tropical towns. The Congress 
in Bogota had failed to insist, as he hac 
hoped, that he should resume the pres 
dency of Colombia. He claimed to be on E 
way to retirement in England. £ 

Racked with pain and fever, Boliva 
looks back on his career with all the y, à 
cism of a great man out of power. (He di died a 
the age of 43 after having helped to liberat 
what later became Venezuela, Colomb bia, 
Ecuador, Peru and Bolivia.) He conclu de : 
that the northern part of Spanish Amer 
which he has tried to unite in a conte Ta 
tion, is ungovernable, and that the peopl e 
have let him down. The Colombian govern- 
ment is "shit". He scarcely has a good word 
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_ Garcia Marquez, quite sure of his man 
_ for any general except Sucre, the eventual 
leader of Bolivia. 

M Bolivar himself is hard to manage. He 
will accept a doctor's visit, but only “for a 
= chat". The bishop who comes in full rig to 

- hear his deathbed confession emerges “hur- 
. riedly and without his usual composure” 
-. and does not officiate at the funeral or at the 
- burial. 

— . Was this the real Simon Bolivar? Mr 
_ Garcia Marquez says he is absolutely certain 
- it is, but one test is a little worrying. The 
. author quotes Bolivar as telling somebody 
hot to go to the United States because it was 
-. “omnipotent and terrible. With all its talk of 
__ liberty, it will end up by plaguing us all with 
~ misfortune.” That line will go down well 
— with Mr Garcia Marquez’s close friend, 
_ Fidel Castro. But Bolivar is also on record as 
- describing the United States as a “land of 
_ freedom and home of civic virtue". 

— — At least one of Bolivar’s dimensions is 
missing, possibly for ideological reasons. 
— Here was a man whose liberal education and 
. extensive travels in Europe opened his mind 
_ to Hobbes and Locke, Montesquieu, Vol- 
. taire and Rousseau. These writers left a deep 
_ impression and gave him a lifelong devotion 
_ to reason, freedom and order. That man 
. does not appear in Mr Garcia Marquez’s 
- book. Nor does the cultured talker: Mr Gar- 
_ Cia Marquez, who prefers the blunt-spoken 
Spanish of the Caribbean to the flowing, 
_ articulate Spanish used inland, has his Boli- 
- var growling one-liners. 

- . In Colombia the book has sparked a 
- lively debate. Ordinary people are as 
-shocked to find Bolivar knocked off his ped- 

_ estal as Americans would be to read a novel, 
- written by their top Nobel prize-winning au- 
- thor, which presented George Washington 
EE —J 
[s *Editorial Oveja Negra, Bogota; 285 pages; no fixed 
d price. To be published in the United States by Knopf in 
I: September 1990. 
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as a foulmouthed fornicator. Belisario 
Betancur, the former president of Colom- 
bia, said he felt “an immense desolation”. 
Historians are furious over Bolivar's “assess- 
ment" of Colombia's second national hero, 
General Francisco Santander, as the ulti- 
mate in slipperiness and treachery. Church- 
men are annoyed over Bolivar's rudeness 
about the Jesuits. 

The polemic has another aspect, too. 
Many bourgeois book-reading Colombians 
have no love for Mr Garcia Marquez, who 
prefers to live in Havana and Madrid. These 
Colombians find themselves in a curious po- 
sition. Well, they are saying, this fellow may 
love Fidel, he may have disdain for us and he 
may have misrepresented Bolivar but, dam- 
mit, he has written a splendid novel. 





Cinema 


oounds of snow 


EG week's performances in London's 
Royal Festival Hall of a special version of 
"Alexander Nevsky” raise once again the 
question of where legitimate restoration 
ends and improper revision begins. Sergei 
Eisenstein made his film, about a prince who 
expelled German invaders from Russia in 
1240, in association with a composer, Sergei 
Prokofiev, in 1938. Now efforts are being 
made to improve it. 

Because Soviet recording techniques 
were primitive in the 1930s, John 


God 


JA ALS TAN entering heaven asked 
what God was like. “Oh, he is all 
right”, he was told, “only he thinks he is 
Herbert von Karajan." As despotic as a 
third-world dictator, von Karajan was 
equally ruthless in turning his wealth of 
talent into hard cash; he died a multimil- 
lionaire. An arch-manipulator of the cul- 
ture industry, he did more than any con- 
ductor both to popularise classical music 
and to immortalise it in his 
own image. The long-playing 
record, video and compact disc 
were all seized on by von Kara- 
jan and turned to his advan- 
tage, as well as the advantage of 
music. In any record store, the 
racks are of von Karajan rather 
than Beethoven. Most people 
accepted that this excess of ego 
did not prevent him from be- 
ing a sublime artist. 

“I set a goal for myself never 
to fritter away one minute of 
my life, and I have achieved 
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Goberman, an American television pro- 
ducer, had the idea of stripping out the 
scratchy sound and playing the film to the 
accompaniment of a live symphony orches- 
tra. The score, however, had never been 
published. Prokofiev later used the music as 
the basis for a concert piece, the “Alexander 
Nevsky Cantata”, but that is 20 minutes 
shorter than the score and includes themes 
not found in the film. 

William Brohn, an orchestrator and ar- 
ranger, was called in to transcribe the sec- 
tions missing from the cantata. He has gone 
beyond that. The credits now play over two 
sections, lifted from the cantata, that were 
not in the film score. Episodes in the cele- 
brated battle on the ice now feature orches- 
tral effects taken from quite different Pro- 
kofiev scores, including the “Fifth 
Symphony” and “Romeo and Juliet”. 

No two performances will now be the 
same. A special system of red, amber and 
green lights ensures that the conducti 
brings the orchestra in and out on cue, bu. 
within those bounds he is free to set his own 
tempi. As a result, the film risks becoming a 
pictorial accompaniment to a concert. 

True, orchestras are often added to the 
screening of silent films; but such films were 
meant to be seen that way, and there was 
rarely a definitive score. Eisenstein and Pro- 
kofiev worked hard to achieve a unified au- 
dio-visual experience. That has now been al- 
tered. How far audiences accept the result 
will depend on whether they regard film as 
an autonomous art. 


a iai iie 


that", he once said. His formidable con- 
centration was brought to bear on his or- 
chestra, the Berlin Philharmonic. The 
Berliners were his, and only his, for over 
35 years, and to his detractors his calcu- 
lated orchestral effects were nothing so 
much as the sound of authoritarianism. 
If the selfeffacing Carlos Kleiber re- 
places him, as insiders think he will, the 
orchestra may lose that almighty cer- 
tainty and become again the mystical, 
searching band that Bruno Walter and 
Wilhelm Furtwängler knew. 
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The: Financial: Times has a vacancy for an economic leader 
writer, working mainly on UK macro- and micro-economic 
topics. The successful applicant will need to be a fluent writer, 
able to work harmoniously in the leader writing team. An 
academic background in economics, while not absolutely 
essential, would be highly desirable, as would a background in 
i journalism. 















uld be sent to the Assistant Managing Editor, 
t inancial Times, Number um Sia 


“The NFU, the country's leading tradé organisation, has 
an opportunity ty within the Economics Department at our 
London Headquarters in Knightsbridge. 


The Department consists of a small professional team who investigate 

and report on a broad range of subjects including the profitability and 

"aee for farming and macro economic developments. The success- 
ul applicant will be required to have the following: 


* a first or second degree in economics or agricultural economics. A 
knowledge of econometrics-modelling experience would be 
advantageous. 

e| * good communications skills both written and orai—the position 
entails contact with a wide range of people and organisations. 
 ** at least two years’ experience working as an economist. Ideally, 
applicants should be aged 25 pius. 


. Salary is negotiable. In addition we offer generous holidays, subsidised 
-. restaurant facilities and a contributed pension scheme. 


Application forms from the Director of Personnel (BRK), NFU, ce 
- House, Knightsbridge, London SW1X 7NJ. Tel: 01-235 5077 





THE AUSTRALIAN NATIONAL UNIVERSITY 
Applications are invited for appointment to the fol "WIE position: 





E- Apoca: are Ed T at Wes two positions of Senior Lecturer, Lecturer, 
|. Temporary Lecturer or Temporary Senior Lecturer. 

Successful applicants will be expected to have, or be close to completing, a 

doctorate in economics, or equivalent research experience, to show clear 

research promise and will be required to teach over a reasonably broad range 

of areas. While applications are invited in any field of research specialisation 

the Department is particularly interested in applicants with a specialisation in 
















Successful candidates would be expected to take up duties early in 1990 or 
is soon thereafter as possible. 
Ref: FE 6.7.1 
Salary: Senior Lecturer A$41,459-A$48,086 per annum; Lecturer A$31,259 
$40,622 per annum. 
. Applications should be submitted in duplicate to the Registrar, The 
5 Australian. National University, GPO Box 4, Canberra ACT 2601, Australia, 
E reference number and including curriculum vitae, list of D 
tions and names of at least three referees. The University reserves the ri 
ppointment or to appoint by invitation at any time. Furtl 
ilable from the Registrar, or from Appointments (36631 3 
commonwealth Universities, 36 Go Square, London 


si ly. is an Equal Opportunity Employer 


















» Social Stu 


(S 


The Institute of Social Studies, an international cen 
higher education and research in development s 
The Netherlands, wants to appoint for its RES 
PROGRAMME FOR MONEY, FINANCE AN 
DEVELOPMENT (MED) at short notice an exper 










ECONOMIST 


as a research officer on the research project on l 
INTERNATIONAL CAPITAL FLOWS AND 
DOMESTIC ADJUSTMENT. 


The research project will analyse the impact of change: 
the availability and conditions of various types of exti 
finance on domestic stability and growth patterns in. 
developing countries. The project will undertake a 
comparative country analysis on the basis of available. 
international data systems and carry out detailed case 
studies of selected countries. 






































The tasks of the researcher will be to ae 
(i) make comparative analysis of hypotheses of the 
project using available international data systems; 


(ii) assist in compiling the data bases for the country 
case studies; 


(iii) take responsibility for one of the coope case 
studies; and 


Gv) assist in other tasks related to the research 
project. 


REQUIRED: 
the successful candidate should 


— hold a degree in economics, with good knowledge 
of macro-economics and/or development 
economics; 


— have several years of research experience, 
reflected in publications and/or PhD thesis; 
— have an ability to apply quantitative techniques: 


— preferably, have some experience with working 
developing countries. 


OFFERED: 


A temporary appointment in The Hague for a period £ 
three years. The salary, dependent on experience, 
in accordance with the scale applied at Dutch univer 
(up to the range of f.4400-f.6000 gross per month). 





research output and the names of three referees shoul 
be sent to the Rector of the Institute of Social Studies, 
Badhuisweg 251, 2597 JR, The Hague, before. 
1 September 1989. Additional invormation can be 
obtained by telephone or writing from Dr K. Jansen or 
Mr R. Brown. Telephone: 070-510100. 
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WORLD WIDE FUND FOR NATURE 
The leading international environmental organisation requires an 
Industry Policy Executive 

The World Wide Fund for Nature has created a new and challenging 
post within its expanding public policy programme, The successful 
candidate will be given responsibility for developing WWF-UK's 
environmental policies towards national and international companies 
in the context of our wide ranging objectives and considerable - 
Investment in environmental protection and sustainable use of natural 
esources. Qualifications and experience in environmental sciences, 
economics and/or business studies are essential, | 
alary negotiable, four weeks’ paid holiday and a non-contributory : 
ion scheme. Please apply in writing with full cv to: . MEE 
arion Peters, WWF-UK, Panda House, Weyside Park, Godalming, - 





















THE UNIVERSITY OF SYDNEY 


LECTURER IN ECONOMETRICS 
(Reference Number 26/03) 


Applications are invited from persons with research and teaching interests in the general 
areas of econometrics and/or operations research. Areas of interest of current staff 
‘include theoretical econometrics, applied econometrics, time series analysis, operations 
esearch and mathematical economics. While cppications from persons in any of these 
reas are invited, we are especially interested in obtaining applications from persons with 
expertise in the areas of operations research and micro-econometrics. The appointee will. 
Rave a strong research record or potential ond will be expected to teach courses at all 
levels of the undergraduate and graduate programs, fo supervise research students, and 
actively pursue his or her own research interests. 


Further general information is available from Appointments (36603) Association of 
_ Commonwealth Universities, 36 Gordon Square, London WC1H OPF. ít is anticipated that 
_ the successful applicant will take up appointment at the beginning of 1990. 

_ Limited consulting work may be undertaken with the approval of the University. 
_ Appointments to lectureships have the potential to lead to tenure and such appointments 
are usually probationary for three years. 

< Salary per annum: A$31,259-A$40,622. 

Applications, quoting reference number, including curriculum vitae, list of publica- 
tions and the names, addresses and fax numbers of three referees, shou sent to 
the Registrar, Staff Office, University of Sydney, NSW 2006, Australia, Fax (612) 692. 
4316, by 11 August 1989. | 

Equal employment opportunity is University policy. 





































TRE AUSTRALIAN NATIONAL UNIVERSITY 


- Applications are invited for appointment to the following position: 


yect: Research and writing on the economic history of Southeast Asia. The Project is 
mmitted to a series of volumes coverin g the economic history of the region from 1800, to 
ich the successful applicant will be expected to contribute. Applicants should send with 
ir applications a statement of how they might fit into this programme of writing. 
Qualifications: PhD or equivalent in a relevant discipline. Southeast Asian experience. 
Demonstrated research ability and publication record. The Project will be particularly 
nterested in applicants with experience in Indo-China, Burma, or the Philippines. 

Post: Three years initially for RF/SRF; two years for PDF, Primarily research. Available early 
996. Proposals for secondments from other Australian institutions welcome. 

Details: Please obtain fram School Secretary, Research School of Pacific Studies, ANU. 
ephone (062) 49 2678. Ref: PA 6.7.1. 

sing date: 31 August 1989. 


lary: Senior Research Fellow A$43,104-A$51,141 per annum; Research Fellow 

31,259-A$40,622 per annum; Postdoctoral Fellow Grade 1 (fixed point) A$27,139. 

10,882 per annum. | 

pplications should be submitted in duplicate to the Registrar, The Australian National 
iversity, GPO Box 4, Canberra ACT 2601, Australia, quoting reference number and 

icluding curriculum vitae, list of publications and names of at least three referees. The 

Iniversity reserves the right not to make an appointment or to appoint by invitation af any 

ime. Further information is available from the Registrar, or from Appointments (36630), 

Association of Commonwealth Universities, 36 Gordon Square, London WC1H OPF. 

he University is an Equal Opportunity Employer. 




























































University of Bath E 


ments also required. This is a three 


School of Management asl bul sdb 
LECTURESHIP IN OPERATIONS dodo is 
MANAGEMENT ub Salary Lecturer A £9816-£15,372 


| Lecturer B £16,014-£20,469 


-Further particulars and an application 
form may be obtained from the Person- 
nel Officer, University of Bath, Bath 
BA2 7AY, quoting reference 89/213. 


Closing date for applications: 15 
August 1989. 


Applications are invited for this new 
post in Operations Management. Can- - 
didates need to have a capability and 
willingness to teach at all levels, but 
particularly to support our undergradu- 
ate programmes. Demonstrated inter- 
est in research and teaching develop- 





BUSINESS SCHOOL 















R 


ficer in Accounting 
and Finance 


To work under the direction of _ 
Professor Richard Taffler, the BDO Binder - 
Hamlyn Professor in Accounting and Finance. 
The post may be of particular relevance to 
candidates wishing to pursue an academic 
career. | 

The successful candidate will be 
interested in applied research in accounting 
and finance, be used to working with 
accounting and stockmarket data and be 
familiar with statistical and computer based 
research methods. He/she will be able to 
demonstrate an ability to conduct rigorous 
empirical research and work independently. 
A higher degree of professional accounting 
qualification would be an advantage. 

The appointment will be made at an 
appropriate point on Research Scales 1B — 
£11,446-£14,031 p.a. or 1A — £12,108- 
£18,315 p.a. Both scales include London 
Allowance and USS. The post is for a two 
year period commencing on or after 
Ist September, 1989 with the possibility 
of extension. | 

Application forms and further details 
are obtained from The Personnel Office, 

City vali tend Adel Sk Square, 
London EC1V OHB. Tel: 01-253 4399, 
Ext. 3018. |. aec a 





















Interested candidates can discuss the 
post informally with Professor Taffler on 
01-920 0111, Ext. 2242. Closing date: 

11th August 1989.. — 
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The University of 
New South Wales 
Sydney, Australia 

School of Economics E 
LECTURER/SENIOR LECTURE 
(Tenured/Tenurable aa 
(Ref 1127) 


' LECTURERS | tg c 
| (Fixed Term Appointments) (Re! 11 


a : Applicants must have a PhD or é uiva- 



















"tenured/tenurable position should have 
.& successful teaching and research 
publication record. Successful appli- 
<o canis will teach macro and/or micro- 
'* economics at the introductory and in- 
termediate levels and will also have an 
“> Opportunity to teach upper level sub- 
 jects in their area of specialisation. The 
appointees will also pursue an active 
| C ogram in their areas of 
ion and will have access to 
|. msiv computing and other re- 
us facilities. The positions are 
| available from February 1990. 


i One position will be offered with tenure 
. Ot on the basis of a contract with 
: c provision for conversion to tenure. The 















-tent qualification and applicants for the 


other positions will be offered for fixed 
terms of three and five years, but 
applications tor a shorter period will be 


< Considered. Applicants should indicate 
te type or types of appointment for 
Which they wish to be considered. 


. Further information is available from Mr 
Bill Junor, Head of Department of Eco- 
 nomics (02) 697 3333, or Professor 
John Piggott, Head of the School of - 


Economics (02) 697 3380. 
Applications close 8 September 1989. 


Salary: Senior Lecturer A$41,459 
range A$48,086; Lecturer A$31,259 
range A$40,622. Commencing salary 
according to qualifications and 
experience. 


Applicants should forward two copies 
of written application; curriculum vitae; 
transcript of academic record (quoting 
reference number, business hours and 
private telephone number, together 
with the names and addresses of two 
referees) to Academic Staff Office, PO 
Box 1, Kensington, New South Wales, 
Australia 2033. 


Equality of Employment Opportunity is 
University policy. 





THE UNIVERSITY OF AUCKLAND 
New Zealand 


The University Council invites applic; ations for the following post: 


SENIOR LECTURESHIP IN ENGINEERING 
ADMINISTRATION AND MANAGEMENT 


Department of Mechanical Engineering 
School of Engineering 


Applications are invited from engineers with a background in the control, analysis 
and management of large engineering systems who have a particular interest in 
developing postgraduate acrivities in this field. Undergraduate teaching will also 


“be required in industrial administration and possibly engineering economics 


> 


| Andustrial engineering, robotics or computer-controlled systems. The ability to 
“teach in these topics, and ro liaise with other groups in the University in research 


and teaching activities is also required. 


> The Department of Mechanical Enginee ring has a strong postgraduate group with 


"ieareh m fuid mechanics, 


heat transfer, yacht design and performance, 


ternative fuels and metal forming and receives good industrial support, It wishes 
expand existing activities in manufactu ring, economics and project management 
“Gy a major initiative in engineering administration in conjunction with other 

groups within the School of Engineering and with the Graduate School of 
Business. Strong and imaginative leadership is required to achieve this. 
Commencing salary will be established within the range NZ$49,000 
NZ$57,000 per annum. Conditions of appointment and method of applica- 
tion are available from Appointments (36620), Association of Common- 
wealth Universities, 36 Gordon Square, London WCIH OPF; or from the 










“Employer. 








24, BUSINESS/PR CAREER. Fluent 
|». French, Spanish, good Italian. Seeks 
- rewarding position in USA/Europe. Arts 
. orientated. Reply to Box No 3666, The 
<. Economist Newspaper Ltd, 25 St 

-James's Street, London SW1 1HG.. 
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Assistant Registrar (Academic Appointments), University of Auckland, 
Private Bag, Auckland, New Zealand. Applications should be forwarded as 
: ,$o0n as possible, but not làter than 20 September 1989. 


The University of Auckland is an Equal Employment Opportunity 





DINTMENTS WANTED — 







BANGKOK 


Swiss-educated MBA, 30, seeks opportu- 
nities. er resident in Bangkok, 
successfully self-employed. interestedin 
investing in and contributing to the 


management of small to medium sized 
business. Looking for interesting pro- 
posalsother than full time employment. 
Write in detail to C. tsharani, GPO Box 


207, Bangkok 10501, Thailand, marked 
‘Private’ or fax 66.2.2372656. 

















INTERN | IATIONAL PROP ERTY _ 






99 






“LAN. 
Canada, Quebec, City 
of Chicoutimi (900,000 
s/m). Large wooded. 
land, next to golf 
course, and close to 
the airport. Buy from 
the owner at US$1.00 


s/m, will finance 50% 
at 995. 


Tel: 418-628-6285 
Fax: 418-624-0565 


_A Chalifour 




















Charles Godfrey 


«v, Hillier 
E EM 
01-629 7666 


77 Grosvenor Street London WIA 2BT 










Taking the GMAT or GRE 
exams? 


We CAN help 


For course details, contact: 
GTAC Associates, FREE POST, 

London W5 4BR. : 

Tel: 01-993 3983/5380. 


For GMAT texts, contact: 
PasTest Service, FREEPOST, 
Knutsford, Cheshire WATS 7BR. 
Tet: 0565 55226. 

















| France. Tel: 31 31 22 01 














The most renowned school for French ; 


INSTITUT DE FRANCAIS — 


Overlooking the Riviera's most beautiful bay 
MAKES LEARNING FRENCH 


A WONDERFUL AND UNIQUE EXPERIENCE 


For adults. 8.30am-5pm, B levels: Beginner | to Advanced jI 
LODGING IN PRIVATE APTS. AND 2 MEALS INCLUDED 


Next 4-week immersion course starts 7 August. 4 September 1989 and ail year. 
20 years of research and experience in the effective teaching of French to adults. — 


INSTITUT DE FRANCAIS — EG22 
23 Av. Gén-Leclerc, 06 VILLEFRANCHE/MER. T. 93 01 88 44. Tx. 970.9897. sum 






The Oxford 
Senior Managers 
. Development 
Programme 








LEARN NTO SPEAK. FRENCH BY 
TOTAL NATURAL IMMERSION 











in most of the world’s languages: Fenech, Ger 1 










































7 January - 9 March 1990 s 7i Intensive rules in the DORDOGNE 
| | Seed Tu Succ -— Cháteau LA VALOUZE 
. The Oxford Senior Managers Development wai SGP ee JL. Lefevre CIEL.BP.180 
` Programme is a nine-week residential N 24490 LA ROCHE CHALAIS, France 
programme for a limited number of — Tel: 5391 44 28 





experienced managers who are expected to 
make significant contributions to their 
organisation's future success. 


[77 —mT————————————————- | 


UNIVERSITY DEGREE 





| 
They come from a wide range of institutions and | | 
from many different countries. Particular care is | | 
exercised in choosing an appropriate spread of | | 
international participants to give the course a world | | 
view. The programme is unique in the flexibility it | | 
affords participants to shape and manage their | As you knon sane ade eeenl eeu your degree vA i 
own learning. | B Degrees Send deed résumé on work We and academic experiance lora no — | 
Seminars and Tutorials | PACIFIC WESTERN UNIVERSITY | 
The nine consecutive weeks begin with a five-week i 800 M Seputveda Bid. Los Angeles, Caltornie — o i 
CORE period which deals with a broad sweep of ——  ——Ó NAAA — — MÀ 


general management topics set in an international 
context. The OPTIONS period of four weeks 
enables participants, with the help of a tutor, to 
design timetables and patterns of work to suit 


individual needs. 
ndividual ne at London Business School 





The internationally recognised MBA Programme at London Business 


a?! The Oxford University Certificate in School, which can be taken part-time or full-time, equips participants 
| Man $: with functional and managerial skills for tomorrow s senior positions. 
| Management Studies Uniquely designed to meet both private and public sector needs, 
Nee Completion of the Senior Managers the part-time Programme takes 3 years. Attendance is required on 14 
Development Programme entitles participants to Fridays and for 3 full weeks each year and additional attendance is 
A required for elective courses. 
| apply to the University to undertake a Applicants should have a good honours degree or equivalent with 
management project and to submit their report for management or professional experience. A few outstanding students 
examination for the Oxford University Certificate in without a degree Can be accepted. - 
Mana gement Studies if you wish to apply for the next Programme, beginning January 
: 1990, you should get in touch with us now. Fill in the coupon to obtain a 
| brochure, or telephone Nan Dee Sugarman or Joan Forsyth (on 01-262 
Price: £9,750 + VAT residential, all materials 5050 ext, 468) to reserve a place at the next evening "Information 
included | | Session’, at which you can meet staff and current students on Monday, 
C | 31st July at 6.15 pm. 
~ Directors: Rosemary Stewart and Roger Undy — —— — — — — — — — — — —— 
Enquiries to: Elaine Pullin [Please send me your Part-time MBA ems brochure - 











N eT C TANEET, $ AE EEE 
Telephone: (0865) 735422 gos peck EON 22/788 
Telex: 83147 attn TEMCOL | ids RR MED E 
Fax: |. (0865) 736374 Address lee ——— — 
| Ref: M620 | M VÀ 5 
information Officer, MBA aan TERR London Business School, whee 
1 PITH ebon Colle e | Sussex Place, Regent’ s Park, London N 145A — | pe 
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NIGER STATE AGRICULTURAL DEVELOPMENT PROJECT 
LOAN NO. 2988 UNI 


INVITATION FOR BIDS (IFB 


3; . IFB NO. NSADP/IFB/1 MN 
| Issuance of invitation dated this 30th day of June, 1989 


VEHICLES, PLA 


-| L The Federal Government of Nigeria has applied for a loan from | nternational Bank for Reconstruction and 
| {IBRD} in various currencies towards the cost of Niger State Agricultural Development Project (also referred to as 
is intended that part of the proceeds of this loan will be applied to eligible payments under the contract for 
otor Vehicles and Equipments. E 













































. DELIVERY 
SCHEDULE 








Wheel Loader .......... 
Motor Grader.......... 
Elevating Scrapers 
Tractors... 
Cars Sedan ........... 
Cars Station Wagon ...... 
2WD Pick-up ...... 
Motor-cycle.......... 
Bus a. 
4WD Pick-up ....................... 
4WD Mobile Bank Van. ............... 
Tipper Truck Base Unit ........ 
Diesel Engine............. 
Petrol Engine....................... 
Electrodyne Sprayer ................. 
Knapsack Sprayer, manually operated. . . . . 
Water Pumps.......... 


"O^ + c£ © he Re $^» o» 5 9 X 


irrigation Pumps .................... 
Hammer Mills (25-30 BHP Diesel) . 

Rice Dehuller (25-30 BHP Diesel) . 
Veterinary Input... . . . 
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iders may obtain further information from and inspect the bidding documents at the Headq | 
h inti eror Project, Shiroro/Kuta Road, Maitumbi, 
Niger State, NIGERIA. 


" Document from | 
4 New Cavendish Street, London WIM 7LH 



















| ' submission of a wr 
; and upon paymon of a non-refundable N900.00 (nine hundred Nair 
red US Dollars) if purchased overseas. E. 

in the form of a Bid Bond or Bank Guarantee of each lot, as specif 
, and must be delivered to the offices of Niger State Agricultural De 
as stated in the Bid Documents on or before 12.00 noon (local time). 
























6. Bids will be received by Programme Manager, Niger State ADP, until 12.00 hours local time on 18 August 1989, for 
opening in public immediately thereafter. : Xd | 


ALHAJI ABDULKADIR I. GUDUGI, Programme Manager . EN 











THE COMMONWEALTH FUND OF NEW YORK 
FELLOWSHIPS, 1990 


for study, practical experience 
| & travel in the USA 
.. Upto 15 awards, for periods of 6-9 months, are offered in 1990. 
E The aim of the programme is to expose potential leaders to new 
ideas, approaches and contacts in the USA and to enhance their 
... ability to bring about change and improvement in the UK. 
Candidates will be asked to propose study projects addressing issues 
| MN in three main subject areas: 
.* Promoting Good Health: maximizing the contribution of 
health services and other relevant activities. 
@ Educating for the 21st Century: enabling individuals and the 
community to realize their full potential, 
€ People in Cities: promoting equity, opportunity and productivity. 
Fellowships are open only to British citizens. There are no formal 
age limits, technical or academic qualifications, but successful 
candidates are likely to be aged between late 20s and early 40s, 
and to have substantial professional experience. 
Further information may be obtained from The Harkness Fellowships, 
28 Bedford Square, London WCIB 3EG. 























ESSENTIAL BUSINESS AND MARKET ANALYSIS FOR 


THE WORLD’S FIBRE AND APPAREL INDUSTRIES 
A year's subscription will bring you reports on: 
e Profiles of the world's major textile — Locations of current and future 


companies investment — 
e Consumer market research data e Regional Analyses 


. The latest issue includes: 
g > Profile of the Textile and Clothing Industry in Pakistan 

M» World Textile Trade and Production Trends 
M The EC's Strategy in Textiles and Clothing for 1992 and Beyond 
> Profiles of Leading West German Textile Companies 

The World Market for Silk Products 
- Subscribe now! Your competitors in over 50 countries are already doing so! 
The Economist Intelligence Unit Limited, 40 Duke Street, London WIA 1DW 


I€ Please enter an annual subscription {8 issues) to Textile Outlook international. i 
Price including postage (airmail outside the UK} . i 
(3 UK £265 ©) Europe £270 © North America USS513. ri Rest of World £282 
CI enclose a cheque for USS ta The Economist intelligence Unit Lid 

i TI Please invoice me 

ft Name — 
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i ; 
st The Economist ? vus Street A EXLA 4 
1 Intelligence Unit Telephone: (01) 493 6711 Telex:266353 — | 
U ] 215 Park Avenue South, New York, NY 10003. USA. Tel: (212) 460-0600 Telex: 175567 I 
gi A division of Business International i 
Peg: office: 25 St James's Street, London SWIA IHG. Regd. in London No.1762617 

























HANDWRITING ANALYSIS | 

Suspect Documents: Examiner of 
Forged/Anonymous writing. 

Also Personnel/Character Assessment. - 

P. Lavell 

9 Village Close, London NW3 5AH, 

Tel: 01-794 6060. 


| New homes, wall panels, components 
| and appliances, shipped to your 

location. "d 
Call or write for free brochure. North- 
ern Counties, Rt 50 West, PO Box 97, 
Upperville, VA 22175. Telephone 703 | 
2592 3232. Fax: (703) 592-3552. 4 


32 Stoane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
| Smail character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of rates, 
A LINBAH EXCLUSIVE HOTEL 


OFFSHORE 

COMPANIES 
BRITISH VIRGIN 
ISLANDS 
GIBRALTAR 
| GUERNSEY £550 
HONG KONG £500 
IRELAND NON-RES | 
ISLE OF MAN | 
JERSEY £550 | 
LIBERIA $950 
PANAMA $950 
FULL NOMINEE, MANAGEMENT, 

ACCOUNT 


ING AND ADMIN 
SERVICES AVAILABLE 



























































FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 
ISLE OF MAN : 
TEL: 1 800 2834444 (TOLL FREE IF 
PHONING FROM USA). 
TEL: 0800 269900 (TOLL FREE) 
0624 815544, TELEX 628488. 
FAX 0624 815548 
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As a student you can earn monthly 


polytechnics starting in October 1989. 
DERSFIELD, STIRLING, NORWICH. 
PORTSMOUTH AND CRANFIELD. = 


Freepost, 








| US IMMIGRATION 


| HANDLED BY A LICENSED US ATTOR- 


- Contact: Edward P. Gallagher, Attor- 


| 7269. Fax: (301) 983-3439. 








m IMMIGRATION—CANADA | 
One of Canada's largest investment houses offers bank or first mortgage | 
guaranteed investments in the Investor-Immigrant Program. i 


We e leaders in the field of Investor-Immigration in Canada, Confidentiality is 


C/O Mr Louis Leblonc or Mr Stan Siscoe, 1155 Metcalfe, Montreal, Canada H3B 


STUDENTS EARN EXTRA INC 
CAMPUS REPS REQUIRED — 


His resale as: The Economist, Time, National Geographic, Newsweek 
and New Scientist. We need reps to cover the following universities and 


ABERYSTWYTH, PLYMOUTH,. SOUTHAMPTON, SV 
SUSSEX, HULL, BRISTOL, KENT,’ BATH, BUCKINGH 


To find out more send for an application form to: FE 3 : 
Nordic Subscription Service UK Ltd = 
Whitchurch, Shropshire SY13 1BR © 







Obtain US immigration through pur- 
chase of secured and well-rewarding 
real estate or opening of American 
branch companies, etc. ALL MATTERS 









NEY/PhD ECONOMIST. 







ney-at-Law, PO Box 70302, Washing- 
ton, DC. 20088 USA. Tel: (301) 299- | 







* Executive Offices 
* Conferences 


| |... * Communications 
. | © Club Restaurant 


— Trafalgar Square 01-872 5959 
* London * Stockholm « Copenhagen « 


THE 
ECONOMIST 


For information about 
classified advertising 
contact 
Elizabeth Bisson 
The Economist Newspaper Ltd 
25 St James's Street 
London SW1A IHG 
Telephone: 01-839 7000 
Fax: 01-839 4104 
Telex: 24344 ECON G 
or 
Nicki Barth 
The Economist Newspaper Ltd 

10 Rockefeller Plaza — 
New York, NY 10020 
Telephone: 212 541 5230 
Fax: (212) 541 9378 
Telex: 148393 


















Fox 514/879-1015 










commission by promoting such 









/ANSEA, HUD- 


ESSEX, EXETER: R 
AM, YORK 




























DR LICENCES. Any 

ports on how to | LEGAL DRAFTSMAN 

26 Kleomenous, Ath- | Legal draftsman with international expe- 
B ds | rience available for short assignments in 
any country whose legal system stems 
from the English Common Law. 
















BURN MONEY 


wanted for risky hi-tech opportunity. $300,00€ 
Chances of success slim. If successful, substantial retu! 


and worldwide reputation. Nicholas Lendon, 
Astwood Mews, London SW7 4DE. Tel: 01-3 7035 3 













: "opportunities world- 
is, all disciplines. Ultra- Write to: Box 91, The Economist Newspa- 
» intel, Dept A, Duke per Ltd, 10 Rockefeller Plaza, New York, 


Waterloo. Street, Hove BNI | NY m iui 


























HOTEL 
2 CHESHAM STREET 

BELGRAVIA 
LONDON SW1X 8DT 

Tel: 01-235 1544 

Telex: 926679 DIPLM TG 

Fax: 235 1544 
| In exclusive Belgravia within walking 
| distance of Harrods. Provides unsur- 
passed opportunity for super accom- 
modation and fuil English breakfast at 
exceptional value. 
Single bedroom from £49.95 + VAT 


Double/Twin from £74.95 + VAT 
A nm USIVE HOTEL | 





RS invited to submit 
ripts, € Pose mida, a E 



































Successful 


CASINO-GAMING 
ENTERPRISE 


under experienced Swiss management, 
enjoying tax privileges 


OFFERS 
PARTICIPATIONS 















Moles ie rolas Shirts, Free- 
Dost, t Dept 29, Bradford BD1 1BR. ` 













der S ‘bestknown CHESS LIBRARY 

“including manuscripts and prints before 
1500. Price  SFr400,000. Chiffre: 
3MOXFG147, Mosse Annoncen, Post 
Box, CH-8025 Zurich, Switzerland. 





. | in the financing of the Company's further expansion. 
OVERSEAS POSITIONS. Hundreds of HOW TO LEGALLY OBTAIN A Minimum participations US$ 7.500 
top-paying positions. All occupations. — SECOND FOREIGN PASSPORT Excellent returns, tax advantages, complete confidentiality, 
Free. details. Overseas Employment — page PASSPORT OFFERS MORE FREF- Further information can be obtained from 


Services, Dept EC, PO Box 460, Town | MENT OPPORTUNITIES AND CAN HELP TO 
of Mt Royal, Quebec, Canada H3P SAVE TAXES. 


307. ATLAS FINANCE LTD 


Baarerstrasse 8 - P.O, Box 142 
CH-6301 Zug/Switzerland 
Tix.: 862 116 - Fax: 42-22 16 02 
Tel. 42-21 45 40 


The exclusive PASSPORT REPORT is the 






















passports from legal i 
and often cheaply (if not free). Money bac 
guarantee if not completely pleased 

£50 (U8$85) + delivery. Airmail £10 (US$18) 
extra or surface free. Or details from: Scope 
Books Ltd, Box No 118, 62 Murráy Road, 
Horndean, Hants POS SJL, UK. 
Credit card orders by phone or 

cepted. Tel: ge Malos Fax: wares) 
591975. Outside UK dial (international 
Code +44 705). 


US REAL ESTATE 
CONSULTANT 
iin florida since 1979) will assist vou in your US 
S E real estate ventures. We can give you the edge with 
TqUINFORMATION. Fiduciary and Consulting Ser- 
vices, Evaluation, Analyses, Financing, joint Ven 

L tutes, Tax Planning, Immigration, Workouts. 


SWISS CONSULTANT GROUP (USA) INC 
p da 
Fax: 1 813 254 13 for trae brochure 









T FINANCIAL ADVISORS/BROKERS i BY A MAJOR FINANCIAL 
* you are a financial advisor or intermediary and would INSTITUTION 


ke to represent an offshore fund in a rapidly expanding 
„actor of the investment market, then we have a new 
product which will interest you. : 
The opportunity to represent a (non-equity) fund offered by an established financial institution (assets in excess of $US7 billion, and a quoted company on 
the London International Stock Exchange), is now available. 
Commissions are highly attractive, furthermore you will receive the full support of a company with more than 100 years experience in the financial markets. : 
Why not write today for full details. All enquiries will be treated in strict confidence. ze 
Just send your business card or a letter to: 
Box 3667, The Economist Newspaper Ltd, 25 St James's Street, London SW1A 1HC. 


a -— m c a i 






IF YOU m F T SE n FIL IPI? O'S ; INV ITA T Tm TO " 1» AT HIS 
HOUSE WILL HE TAKE TT T H. AT YOU THINK YOU ARE TOO GOOD 
FOR HIM, OR THANK Y OU FOR RESPECTING HIS PRIVACY? 


The Economist Guide to South-East Asia is aimed specifically at business travellers to 
sh 












Hong Kong, Singapore, South Korea, Taiwan, Malaysia, Indonesia, Thailand and the 
Philippines It provides a wealth of information about how business works in these countries as 
well as incisive briefings on the economy, politics and government, and societies of the regi | 


Price: £13.95 UK; £17.50 Rest of World. LT 


For more information or to order The Economist Guides, please call in on The F COonomlist 
Economist Shop at 23a St James's Street, London SW1A LHG or contact Joanne ete ye ara dis 
Osborne at The Economist Publications Limited, 40 Duke Street, London W1A LDW. ie RECS 
Tek 01-499 2278; Facsimile: 01-499 9767. PUBLICATIC 



















Oil Market Consultancy 
| Service | 
market Economist Analyst (PhD, 
Dip, MCIM, MBIM) is available to 
ndertake any Oil consultancy work, 
oil markets’ research and analysis, 
asibility studies and surveys. Ready 
to travel Worldwide at customer's 
request. For any. Services. 


Please contact or write to: Dr M. G. 
eh, Spring Croft, Sturt Avenue, 
Haslemere, Surrey GU27 354, 
land. ka (0428) 4137. 





THERE’S ONLY ONE GIN 


4 FOR THE WELL-INFORMED. 


Sarah Hodge Recruitment Consultants 


. Need à Top Secretary? 


Call (01)434-0030 — 
4215-217 Oxford St London WIR 1AH; 
































Latest Special Report No 1121 
Mediterranean Textiles and 
| Clothing - Competitive Threat 
or investment Opportunity ? 


Mediterranean Rim textile and Clothing . 
production has grown rapidly since the 
mid-1970s - exports now rivalling those 
of many established Far Eastern 
producers. But can this growth be 
sustained? This report focuses on the 
textile and clothing industries in Algeria, 
Egypt, Greece, Malta, Morocco, Tunisia 
and Turkey, and examines reasons for 





















gh value, complex services: 
no technology, research 
ividual and group coaching. 
professional, ethical and 


: Kendall-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 
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: growth and the future expansion 
LON DON prospects in each of these major 
2 producing and exporting CUI 
‘ uth Ken SI ington Price including postage: UK & Europe £150: 












fully furnished. one and two bed 
n quiet cul-de-sac off Queens Gate. 
ident manager, direct dial telephones, 
ideo security and colour TV. Weekly 


North America US$295; Rest of World £153. 


The Economist Intelligence Unit 
Marketing Dept (EFCL) 215 Park Avenue South 




















40 Duke Street New York, NY 10003 
tes from £266 to £560 plus VAT. London WIA JOW. UK UE 
; FULL DETAILS: TEL 01-225 0184. FAX Tel: 01.493 6714 Tet: (212) 460 0600 











pue 0280. TELEX 893095. International 





A division of Business 


















MONEY 
EUROPA 


*EDINBURGH SHERATON» 
16-19 OCTOBER 1989 


A TIMELY INTERNATIONAL FINANCIAL FORUM 


The single European market in financial services opens in key European markets in October 1989, with the application of the UCITS directive. At Money 
‘Europa '89, leading figures in the European Commission, governments and the industry will address delegates on the following issues: 


* THE PROGRESS BEING MADE IN LIFE INSURANCE, PENSIONS, BANKING AND INVESTMENT SERVICES. 
* PRODUCT DISTRIBUTION: ALL CHANNELS CLOSELY EXAMINED IN MEMBER STATES. 
* ASSET MANAGEMENT IN EMERGING MARKETS. 


Papers presented by experts in all major fields of finance will help you to assess the extent to which you are prepared for the single market in Europe and to for- 


mulate your strategies i in terms of product development and market penetration. Attention will be paid to distribution and asset management, ín Reto ii 
insurance and pensions. 


Building on the success of 7 ney Europa '88 in Brussels, Money Europa "89 will take piace in Edinburgh, a leading TR financial centre. Supported by 
. the Scottish. Development Agency and the Scottish Financial Enterprise, this event is aimed at an international audience and will provide financi 
; „professionals with a valuable pul on bus progress ss being made in all main branches 5 the industry as we move Piva the goal of asingle Reropesn market. 
MONEY EUROPA. 89 SECRETARIAT, MEET: ING MAKERS, 50 RICHMOND ST, GLASGOW G1 1xP, UK. Fax: 041-5: 


SURNAME | INITIALS 
COMPANY 








































49. Tel: 041 553 1930. 
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OUTPUT, DEMAND AND JOBS New figures this week provide further evidence of an economic 
SNNT. The. 12-month rate of growth in America's industrial production slowed from 3.9% in 

| 3.4% in June. In the year to May the growth of industrial output slowed to 2.6% in West 
y; Britain's production fell by 1.396. In June Britain's retail sales fell 1.896, reducing the 12- 
‘growth to 2.7%. Unemployment, which usually lags production, continued to fall in June in 
; Britain and Sweden. 


p production GNP/GDP retail sales [volume] unemployment % rate 
3 mths} 1 year latest ye 





: db dio index deflated by CPI." * New series 


E PRICES AND WAGES America's 12-month rate of consumer-price inflation slowed to 5.296 in 
- June, from 5.4% in May. The 12-month growth in American wholesale prices also fell in June, to 
3.976 —the first fall in over a year. In the same month Britain's inflation rate stayed at 8.326 —the 
highest of the countries in the table; Canada's and Spain's continued to rise. In the year to May the 
real wages of Japanese workers rose by 2.496; British workers had a real pay rise of 0.9%. 

% change at annual rate 

wages/earningst 
3 mthst 


di wage rales in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
armis; UK, monthly earnings for ail employees. * * New series. 


Bi JOBS in the past two years, as the world 
economy boomed, employment in industrial 
countries grew by an annual average of 
1.8%. In 1989 and 1990, however, the OECD 
-expects the growth in jobs to slow to about 
“1% a year. This is no faster than the 
-average growth in the labour force, so 
unemployment could start to rise. again in 
some. countries. New Zealand has the 
gloomiest outlook: jobs fell by 3.5% last 
year and are expected to fall by an average 
f 196 this year and next. Denmark is the 
nly other country where employment is 
ecast to fall. West Germany, France and 
eyeral smaller European economies look 
set to buck the trend, with the rate of growth 
JXloyment forecast to quicken over the 
pl of years. Britain, by contrast, will 

arpest slowdown. 


o Tea prices have risen mor 
" than 20% in two months” 

average more than 120 pence a kilo at the 
London auction—an eighteen-month high. 
After a surplus in 1988, smaller tea cro 
this year are bringing the market into be 
ance. Output in South India in the fi 
months to end-May was around 54m kilo 
nearly 3096 down on 1988. The Indian 
government is to consider importing tea for 
re-export to help maintain India's share of 
the world market and to satisfy rising 
domestic demand. Also supporting the price 
is Pakistan's decision to resume importing 
Kenyan tea after two years of restriction 
and the rise in Russian tea imports since th 
Chernobyl nuclear accident. 


All items 
Food — 
industrials 


__ Metals 1399.4. 


SDR index 
Ail items 


Crude oil North Sea Brent | 
17.40 1802 + 84 
i $ Provisional - $3 Non-lood agricuiturals 





ces 

















i WORLD BOURSES Stockmarkets continued to rise, fuelled partly by takeover fever, until poor trade 
figures in America punctured enthusiasm. Wall Street rose 1.2% in the week; London was up 1.0%. 
In Japan worries about forthcoming elections depressed turnover, and prices fell by 1.2%. 


nterest 
























5", excluding Yugoslavia). As interest rates | Stock price indices —— % Change on 

ell, interest payments declined from a peak Jul 18 | 1989 one one record 31/12/88 
f 3396 of their exports of goods and high low week in local — i 
ervices in 1982 to 23% in 1987. Last year, | ——— n aaa 31 






jowever, the ratio rebounded to 26%. This | zz Oe 






















pott al | dii: 7 61584 5519. ~ 0. + 24. l +93 +25 
as despite a slight fall—the first in the | Ganada 38534 38548 — 33505 +10 +128 — — 63 +137 +139 
980s—in these countries’ total debt, partly | France 488.7 4910 — — 4179 tis — 4 408 — — 05 4176 4109 
ue to the increase in debt-equity swaps. W.Germany ^ 18587 1872.0 1595.7 +04 +266 —184 +125 + 54 
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Mong with a boom in exports, this trimmed 
he ratio of total debt to export earnings from 
6496 in 1987 to 323% last year—although 


166.7 + 14 + 23.8 — 16 418.7 +11.3 
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+ 30.2 —24,8 415.8 +10.3 




































































t was still almost double the figure at the Japan 339343.7 934266.8 eee a 1.2 + 22.8 — 27 +10.6 ~ 23 

tart of the decade. But the impact on | Singapore 1261.6 1363.5 1030.7 ti! + 199  —96 1311 F301 
edict | | South Africa — 2658.0 2671.0 1961.0 +05 4516 —05 +30 +295f 

tors’ interest payments was more than | sui 302.2 315.9 286 -o4 4 37  —71 4101 ^ 4 60 

by the sharp rise in short-term dollar | Sweden 4370.4 4391.1 33339 +10 + 4 447  -— 05 3268 4199 

terest rates, from 7% in 1987 to almost | Switzerland 7570 759.5 613.1 t 13 4384  -— 03 4254 1148 

096 by the end of last year. UK 2273.1 2274.9 1782.8 t 10 +232  - 70 +268 +14.0 
USA — 25448 25548 21446 — - 12 — - 213  - 65 4173 4173 


{Converted at financial raw  } 
MONEY AND INTEREST RATES America’s narrow money supply, m1, fell by 0.7% in the yearto- j 
June; the growth of broad money, m3, remained at 4.2%. The 12-month rate of growth of France's |. 
broad money, M3, slowed slightly in April, to 7.696. Spanish banks raised their lending rates. |. 
Money supply Interest rates ^o p.a. (Tuesday, except bonds which are previous Friday) ^— 
% rise on year ago Money market — Commercial banks Bond yields - Eurocurrency 
Narrow — Broadt Overnight 3months Prime ^ Deposits Gov't Corporate Deposits Bonds 











[M1] lending 3months long-term 3 months 

Australia +10.1 +246 my —1700'* 1809**  19.75** 1780'*  1343** 1443 1775 14.24} 
Belgium +17 +39 « 650 850 1075 815 845 841 850 B71 
Canada + 50 +10.7 m 1263 1225 1350 — 1220 946 10.26 1200 — 974 
France +66 +76 — 9.3 9.19 960 8919 860 910 906 925 
W. Germany + 59 +53 may 890 695 850 6.32 690 690 694 674 . 
Holland +39 +125 a 691 715 975 7.45 701 7.54 706 7.12 
italy +78 +84 te 1250 12.88 14.00 na 1162 1161 123 1093 
Japan +64 +94 wy 506 472 488 204 526 5.24 534 — 534 
Spain C477 — 4128 a 15.41 — 1567 1625 ^ 775 1327 14.46 14.50 na 
Sweden — na - 74 a — 1185 — 1200 1250 1171 1121 1187 1144 1123 
Switzerland — 73 + 57 æ 719 718 850 7.00 515 5.65 700 553 
UK +10.9 +216 may 1450 1388 1500 13.88 970 11.36 1388 1081 
USA — 07. +42 » 9.19 858 1100 — 873 809 901 894 668 





Other key rates in London 3-mth Treasury Bills 13.3%, 7-day Interbank 14.0%, clearing banks’ 7-day notice 4.0%. Eurodollar | 
rates (Libor): 3 mths 8.9%, 6 mths 8.8%. . i | n 

1M? except Australia, Canada, France, Spain, Switzerland, USA, UK, W. Germany M3, Japan M2 plus CDs. Definitions of interest rates quoted available on requ 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederianc i, Svenska Handelsban 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks. Now series, “Last week ‘Stales. 


, EXCHANGE RATES AND RESERVES America had a bigger-than-expected visible trade deficit in May of $10.2 billion. But its 12-month- 
lative deficit continued to fall, to $104.9 billion. Other new trade figures show Spain's 12-month trade deficit rising to. $24.7 billion in June and 
'ada's surplus falling to $6.1 billion in May. America's foreign reserves rose in May by $4.7 billion; elsewhere, reserves fell by $4.6 billion in Japan, 

‘billion in West Germany and by $2.3 billion in Britain, as central banks intervened to sell dollars. 














trade balancet current- trade-weighted++ currency units per $ currency units foreign reservestt 
| $bn account exchange rate $n .— 
latest latest 12 balance $bn 
| month months latest 12 mths latest year ago latest year ago per perSDR  perecu May year ago 
Australia ~ 039 a — — 29 — 139 m č na na 1.31 1.25 2.12 1.66 1.41 12.2 12.1 


^— 02 





106.4 106.0 39.7 39.0 64.6 50.6 43.4 ^ 101** 9.0 
































































p 103.5 1008 119 1.20 1.94 1.51 1.29 14.8 12.5 
| i | 99.5 100.2 642 629 104 .820 — 703  257* 312 
“+ 6.25 wy | 4 76.1 + 538 wey “4133 1128 1.89 1.86 3.08 242 . 207 #4563 J 
Dm : jo — 1106 101 2 347 ^ 272 234 58 
0,92 m — — 118 = 52 a 99.2 96.8 1371 1381 2230 1753  — 1502 394 268 
+ 507 may + 93.3 . + 74.8 Kay 138.6 146.1 141 134 230 178 153 — 948 865 
— 240 wm ~ 247. — 67 tay 1038 — 980 119 123 193  — 152 180 384 338 
+ 0.13 my + 43 o — 29 w 96.1 95.4 6.49 640 — 106 824 704 6.0 10.0 
— 048 Feb — 62 + 55 1070 — 1113 / 164. 1.55 2.67 209 — 180 203 23.4 
J — 281 my — — 405  — — 313 us 923 95.7 Q1 0.59 — 079  . 067 39.6 47 /—— 
USA ~10,24 may ~1049 — — —1252 oq — 703 683 | | — = . 163  . 126 | 108 439 30.9 


Australia, France, Canada, Japan, UK and USA imports fob, exports fob. All others ci/fob. 44 Bank of England index 1985 = 100 New series. tt Excluding gald; "*Apr.— SSS 
| Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd. 








A Unique View 


hil td bal bal d GT YT 


Sy "p 3775 103 TED 203 379 73 


n ELE Ed id e ir 
oo p PA e TE E E 
n ri ba £ ens 


mmm] (puny 


il | ii 


ELTE | Ligen 


fru) 


ere ii (id Ai IT 
enm m mm m 
n numm mm 


EG 
AER a il 
AE EETI- 
= MApN 
T Bd Bll 
wb H l 
WERE 
Pi - 
if EEEH m ri 
mn Hl daha MS T 
Peer T 


= trem qu 


HET E EE. TE 








A Unique Building 


Unique Opportunity 


FOR SALE BY TENDER 


Australia’s Finest 
Development 


Sydney... Only one city, one harbour 
in the whole world looks like this. 
And it looks like this from one 
building only. Designed for Bond 
Corporation by internationally 
acclaimed American architects 
Kohn Pedersen Fox in conjunction 
with Travis Partners, the building, 
one of Australia’s largest at 73,000 
square metres, will occupy the last 
great site in the commercial heart 
of Sydney. As a building it will 

be unique in Australia, an elegant 
tower constructed without 
compromise. From almost every 
floor will be views of city and 
harbour that can never be built out. 
On completion in December 1991 
it will unarguably be the finest 


modern building in Australia. 


Tenders are invited for outright 
purchase or equity participation 
from major developers, financiers 
and investors. Tenders close at 4pm 
Wednesday 18th October 1989. 


Enquiries should be directed 
to Mr Robert McCuaig of 
Colliers International, Sydney. 
Telephone (612) 257 0222 
Fax (612) 251 3297. 


Or to Mr Chris Brown of 
Jones Lang Wootton, Sydney. 
Telephone (612) 251 5888 
Fax (612) 232 8120. 


Alternatively you may wish to 
call Bond Corporation direct 
on Sydney (612) 231 1311 


LSA 1597 





At any given moment of any day, This ebb and flow of passengers LAX. And hundreds of others. 
thousands of people are taking off and planes goes on around the clock It all adds up to nearly two mil- 
aboard Boeing jetliners. Thousands at major airports around the globe. lion people flying on Boeing airplanes. 
of others are just landing. At Heathrow. De Gaulle. Narita. JFK. Day after day. Every day of the year. 








Bw. hani TROY IY 


n fact, every 21⁄2 seconds a Boeing jet 
akes off or lands somewhere on earth. 
Boeing. We dont just deliver a lot 


of airplanes. We deliver a lot of people. MBO EIME 





7 draw a line between 
business and holiday. 


oul) Think 
youre on holiday even when on business. 
it’s not that youll be ouf OF ^ne. 

Ka ther, (Fs the way the hofel with heart 
makes you feel right at home. 
Friendly afl'enhon and warm service 
throughout your trip. And excellent 
secretarial services at our Businessmen 
Centre. Taking Care of every need. 
No wonder even on business, you // 
enjoy uounse/f here. 
$e the. next Ame youre In Jakarta , 
make. yourself feel right at home. 
Stay at Sari facie Jakarta. 

The hotel! with heart. 


JALAN M.H. THAMRIN, P.O. BOX 4148, JAKARTA 10340, INDONESIA. 
TEL: (21) 323-707, TELEX: 44514 HTLSARI IA, FAX: (21) 333-650 


-1122 Tokyo (03) 214-3001 Osaka (06) 227-13 Hong Kong (8) 801-5720. - ) 339 
. £UK and Europe) (01) 491-3812 Vancouver (604) 662-322 ISA (Nation-wide) (800) 663-1515 Tulip. : E 
Horis Swissair Lufthansa Hotel Reservation System "as 
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ROARY 


SOCIALIST JAPAN? [88° bossa 
UNSETTLED AFGHANS — 5 | vse 


j ot SIPS ee ra: 
BRADY'S MEXICO page 68 
‘$$6.00-HK$21-A$4.80-india Rs35-Y850 (28825) -MS6.00-Won?,500 VI ETN A M R ETH | N KS pages 19-22 
NZ$6.10 - Pakistan R38 * NT$100 - Baht70 - TK70 + Indonesia Rp3,650 - Philippines Peso45 
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MEGATOP 747 — the largest, fastest long-haul 
aircraft in the world — is sweeping even Economy 


Class passengers off their feet. In yet another 





aviation first, Singapore Airlines has equipped 


each Economy Class seat with a special footrest, 
a luxury hitherto found only in First or Business 
Class. The seats are contoured to provide full 
lumbar support, whilst unobstructed legroom 
and improved under-seat clearance combine to 
give a spacious ‘living area’ in which to stretch 
out and relax. Especially as our new ‘superbin’ 
overhead lockers reduce the need for any carry- 
on luggage to be under your feet. So now, while 
you sit back and enjoy inflight service even other 
airlines talk about, you'll be travelling further, 
faster and more luxuriously, than you ever 
imagined. The MEGATOP 747 — the latest 


addition to the world’s most, modernpléet. 
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Bank of America NT&SA © 1989 BankAmerica Corporation 


A Different View. 


The Golden Gate Bridge, 


photographed by Alan Ross. 


How you look at the world often depends on where 
you stand. As a global bank whose vantage point 


is the western U.S., Bank of America offers a fresh 


perspective on world markets. A distinct outlook 


that points the way to new solutions. And a view of 


your needs that extends beyond today's transaction. 
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ited T espondency 
inertia. The reality is that of 
igorous and thriving aca- 


“articles ignore the na- 
al context. ord s. devel- 


ve ‘ity to B E circum- 
es, after the University 
nts Committee was obliged 
"duce its support of the uni- 
ies in 1981 and again in 
o may be more e for- 


T must set the record straight 
n some of the more detailed 


a) ki is not true that the Univer- 


no specific purchase in mind”. 
te campaign statement sets out 
lear list of the objectives. — 
It is not true that "only pri- 
e universities seek support on 
uch an open-ended basis in 


t is true that £51m, out of 
£65m recently reported as 
ted so far, was “already 
' when the campaign was 


ch d last October. The 
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American experience shows the 
advantages of laying solid foun- 
dations before going public. It is 
also true that a large part of the 
£51m, as was made clear at the 
time of the launch, consisted of 
support from certain pharma- 
ceutical companies. Their mas- 
sive support showed not only 
far-sightedness but also confr 
dence in Oxford’s scientific 
research. | 

(d) British academic salaries are 
indeed uncompetitive. When a 
leading academic leaves Oxford 
the departure is regretted, but it 
is not necessarily a disaster. In 
any case it is very far from being 
a one-way traffic. In the past five 
years Oxford has recruited 11 
professors from top American 
universities, including Stanford, 
Princeton and Yale, in fields 
such as mathematical logic, com- 
puting, information engineering 
and modern history. 

(e) It is difficult to comment on 
your financial analysis, because 
(perfectly reasonably) the under- 
lying arithmetic is not shown. 
But we do not understand your 
figures. Comparing the 1976-77 
accounts with those for 1987-88, 
and adjusting for inflation by ap- 
plying the relevant index (ie, the 
university pay and prices in- 
dex—formerly the Tress-Brown 
index), we find that the growth 
of total income was 24.896 (com- 
pared with your figure of 54%). 
Over the same period and on the 
same basis, the "contribution 
assuming 
the customary definition (ie, 
UGC grant plus university fees 
payable for home and EEC stu- 


LÀ 
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st week in December and the first week i in PAIR by The. Economist New 
res Printers be Lid, Times Jurong, 2 Jurong 
vepaper Ltd. Repre: 


dents), did not incre 
as indicated by you; 


that it fell by 6.4% (mainly as a 





result of the government stop- 


ping the “subsidisation”’ of over- 
seas students). During the same 
period student numbers rose by 
14.6%. As for your figures for in- 
come from research grants and 
contracts, we calculate a real in- 
crease over the period of 108%, 
not your 250%. 

(f) You find that, despite the in- 


creases in income, the Univer- | 


sity is “somehow managing to 
make a loss on all this activity”, 
partly because in its contracts it 
“grossly undercharges" for its 
services. This reflects a miscon- 
ception. Scientific work in uni- 
versities is increasingly under- 
taken through co-operation 
between sponsors and academ- 
ics. If a university needs help to 
conduct a £500,000 research 
programme, and can find a 
sponsor willing 
£400,000, has it really made a 
loss" of £100,000 if it finds the 
balance itself? 

By far the most important 
point concerns the colleges, and 
in particular their relationship 
to the University centrally. It is 
difficult to comment on your fig- 
ures on college endowments 
without seeing more of the cal- 
culations involved. But informal 
inquiries of four colleges listed 
by you suggest that their endow- 
ments have been overvalued by 
at least 50%. If the same over-es- 
timation occurred in the case of 
the other colleges, your £900m 
"conservative estimate" of the 
value of college endowments 


may be £300m too high. The 


. overall net return on those en- 


dowments would then be 496, 
rather than your 2.796. 

Then there is the question of 
expenditure by colleges on aca- 
demic salaries. Why is it "odd" 
that colleges spend less on this 
than they receive from public 
funds? The University analogy 
may be helpful: academic salaries 
comprise about 4596 of the Uni- 
versity's regular budget. 

Your view of Oxford is based 
on a fundamental misconcep- 
tion of the institution and of re- 
lations between the colleges and 
the University. You say the col- 
leges are an "obstacle" to the 
University Development Office. 
The alumni “point up a struc- 
tural flaw” by expressing college 
loyalties. Oxford might be better 
served if its colleges had “no 
University above them”. 

The University is, as yot 


arora Port ond SPgapore 261. Tel: 2 





we calculate. gr 


to put up 






but it is itself à pu eei 


community. It should be no sur- 


prise that the University cannot 
control college spending: the 
colleges are legally independent 
bodies, managing their own af- 
fairs and owning their own as- 
sets. On the other hand, the 
University does have powers of 
taxation, to ensure that the rich- 
est colleges help to build up the 
finances of the weaker ones. 
Your reference to this scheme is 
a little ungenerous: it does not 
make the point that the wealth- 
ier colleges are putting in over 
£lm a year to enlarge the endow- 
ments of the poorer. 

Moreover, the colleges collec- 
tively have recently taken over 


from the University recurre. ^ 


burdens of some £500,000 
year, and three colleges have put 


up £1m to finance some Univer- 


sity posts. Meanwhile the Uni- 
versity, far from resenting col- 
lege appeals, is helping them: the 
campaign itself disseminates col- 
lege appeal literature; substantial 
sums—-£615,000 in the first 12 
weeks from the first mailing of 
British graduates—are being 
subscribed for colleges through 
the Development Office. 

But the misconception under- 
lying your analysis is even more 
deep-rooted. No one suggests o 
that the collegiate system in Ox- 
ford is administratively stream- 
lined, or denies that tensions 
sometimes arise and difficulties 
have to be overcome. But, as the 
heads of colleges put it in the 
campaign statement, “the Uni- 
versity needs strong and inc 


pendent colleges, and the c 


leges need a strong. and well- 
endowed University". 

In writing of the “structural 
flaw", you have got it exactly 
wrong. It is the strength of Ox- 
ford University, not its weak- 
ness, that it consists of a federa- 
tion of small and independent 
academic communities. If Ox- 
ford University is currently un- 
der some financial pressure, it is 
partly because it is not only alive 
and well, but booming. 

Sir PATRICK NEILL 
Vice-Chancellor 


Oxford | University of Oxford 





‘Saving the elephant 


| Sik—lt was heartening. to see 
your article on one nal the trage 
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One of the leaders in its profession, and long- in part outside the public sector or the academic : 
established, this firm has about 500 staff and is world. Experience in an international plc, astrategic — 
widely respected for its high standards and — consultancy or another professional firm would be 
innovations. Whilst retaining its dynamic but whollv appropriate. A strong personality and excellent 
professional style, emphasis is now on the planned — communication skills will foster working 
strategic development of the business. | relationships with the Board, Partners and 

professional staff. 


The Director will drive this initiative forward, using 


client corporate information and other economic Compensation is unlikely to be a bar to a suitably 
data to forecast trends and identify long term qualified candidate. Board membership within nine 
commercial opportunities. The established months is planned. Benefits include profit sharing, 






ormation department will report to the Director. a quality car and appropriate pension arrangements. 
e key task will be to work with the several 
divisions of the firm — effectively the function's Please reply to Barry Underwood, Adviser to the 
clients — developing their business plans, and the Board, in strict confidence, with details of age, 
master plan for the whole firm. career and salary progression, education and 
j qualifications, quoting reference 5259/E on 
The need is for an intellectually gifted business both envelope and letter. 


person who is appropriately professionally or 
academically qualified, and is probably under fifty. 
Wide-ranging skills will have been developed at least 





Management Consultancy Division 
PO. Box 198, Hillgate House, 26 Old Bailey, London EC4M 7PL 













owever, you gi 


can elephants, there are only 
0-40,000 Asian elephants 
in the wild. They have been 





inal range, which extended 
i Syria to the Yellow River in 
From India through 
th-East Asia the survivors 
1emmed in by teeming popu- 
ns and suffer harassment, 
conflicts with people. 
n Asian male elephant’s 
far from being “tiny”, can 
ith those of African ele- 
5. One reason for the scar- 
of large tuskers is ivory 
g, which has gone on for 
, and has devastated 
rvivors in recent years, 
~~ World Conservation 
s Asian Elephant Special- 
oup will be publishing a 
ater this year with recom- 
dations to Asian govern- 
The group is optimistic 
their response because of 
role that the elephant has 
_in their peoples’ culture 
‘religion through the ages. 
ian elephants have served 
ian in forestry, transport and 

























































iere are still some 12,000 in 
iptivity, including 5,400 in the 
rmese timber industry. Inci- 
dentally, it is untrue that African 
elephants cannot be trained—in 
sub-Saharan Africa wild animals 
were never domesticated as in 
ja. 
‘One other point: your black- 
o figures are wrong. In 1975 
were about 60,000, not 
90,000, and the horrific figure 
is 4,000, not 40,000. In 
all five species of rhino total 
Tu than 10,000 


PETER JACKSON 


Fifteen years ago there was 
the Lisbon zoo a very fine 
African elephant which in 
n for a peanut would blow a 
rumpet and ring a bell. 

hat elephant had not been 
ed (as you say they cannot), 
/hom had it inherited its 
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trafficking, you claim that a 


n trading in ivory will sim 


ft ^to the Asian elephant. E 
ared with over 600,000 - 


fined to a fraction of their. 


arfare since ancient times, and . 


Drawing an analogy with 


















Safe from the black market? l 


ply drive the trade underground, 
force the price up and increase 
poaching pressure. . Hu 
But ivory is not cocaine. At 
least in Europe and North 
America-—the end market for 
64% of the world’s worked 
ivory—it is hard to imagine 
where a black marketeer will find 
his customers. Will people line 
up in alleyways to buy the stuff? 
The fact is that the poachers 
need the legal market to sell 
ivory, especially worked ivory. 
Four-fifths of the world's ivory 
trade deals in poached tusks. 
The effect of the legal trade has 
been to provide a massive laun- 
dering system for contraband. 
Toronto RONALD ORENSTEIN 





Green tribe 


SiR—You make a basic error 
when you assume (June 24th) 
that the goals of "fundi" Greens 
like myself both in Britain and in 
other parts of Europe (notably 
West Germany) are to establish a 
form of autarky. Such a goal 
would presuppose a commit- 
ment to a Ewrope des patries, a 
concept first bruited by de 
Gaulle and lately embraced by 
Mrs Thatcher. What we are 
about is something far more 
sweeping, a Europe des tribes. 
Essentially, this would mean a 
return to a Europe which existed 
in the distant past.—the Western 
and Central Europe which ex- 
isted between the fall of Rome 
and the rise of Charlemagne. 
The principal political and social 
entity was the tribe (Burgundian, 


Lombard, Jute) and the basic 


unit of society was the rural 


holding, scarcely larger than a 


hamlet. lt is a society which 
recognises that the only way for 
humans to live in harmony with 
nature is to live at a subsistence 
level, as in fact do most animals 





in the wild and as did mo. 


gument in 





ples until the nineteenth 


industrialisation, which depends 
exclusively on that which can be 
produced within the familial and 


tribal unit. While it is true that. 


(as Hobbes put it in another con- 
text) the natural state of human- 
ity in this condition was nasty, 
brutish and short, it is neverthe- 
less better than the current alter- 
native, which for too many pro- 


longs. the nastiness and 
brutishness unbearably. 
- Liverpool Ron JAMES 





SiR— "There is no clear reason", 
you say, "why growth in general 
ever need stop." Oh dear. I will 
leave others to debate with you 
the law of entropy. I want to take 
issue with two other implica- 


tions of this sentence. First, that 


growth means material growth. 
Second, that material growth 
makes people happier; if it 
doesn't, why bother? | | 

Within a given society, those 
with more tend to be happier 
than those with less. Between so- 
cieties, however, the evidence is 
against those with more goods 
and services being more content 
than those with less. Schu- 
macher tells the story of an 
American development expert 
returning from Burma and com- 
plaining that, "I can't do any- 
thing with these people. They're 
too goddam happy.” B 

Material growth may or may 
not be appropriate. Schumacher 
again: "If my son grows, that's 
great. If I grow, that's a disas- 
ter." But people do not stop 
growing—one hopes—once 
they reach maturity: ít simply 
ceases to be physical. 

The first step for all of us is to 
decide what sort of economy is 
sustainable. It probably won't 
look much like this one. Will 
your newspaper be doing its bit? 
London PERRY WALKER 





SiR—Apropos the greening of 
Margaret Thatcher, a friend of 
mine with a knowledge of farm- 
ing points out that asparagus 
also turns green when it sees the 
light. 

Gex, France 





Tariffs and chips 


Sm—l was much impressed by |: "Duke Sh 
the objectivity and clarity of ar- E cem 
article hene 


your 









. cen ` of mid 


tury. It is a society which abhors 















| suffer delu 
ever, you were incorrect to state 
that "there are no tariffs for 
chips in Europe as there once 
were in Japan''. The fact is that 
the conventional external tariff 
of the EEC on chips (and semi- 
conductors) is 1496. 

Such a high tariff on such im- 
portant components as chips 
and semiconductors cannot fail 


ustons | 
dow- 


| to hurt the competitiveness of 


EEC industries using them (like 
the computer industry). Japan's 
tariff on chips is now zero. The 
tariff was removed in March 


1985. 





MAKOTO KURODA 
Japan Economic 
Tokyo Foundation . 
Flag-burning 


Si&—American Survey has in- 
creasingly come to resemble a 
campaign letter from Michael 
Dukakis, but on July 1st you ex- 
ceeded yourself Deep respect 
for the Flag, and passionate an- 
ger against those damaging it, go 
as far back as any of us can re- 
member. When I was a child in 
the 1930s, any man not saluting 
the Flag as it passed was in real 


danger from those nearby. And 


is it an unworthy emotion to 
prize and protect the one symbol 
that unites such an extremely di- 
verse country? — 

It might be well for you to get 
an editor for American Survey 
who knows something about 
America beyond the liberal en- 
claves of Washington and New 


York city. : 
Glassboro, Lais 
ART POTTS 
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GUIDE TO MANAGEMENT 
| BUY-OUTS 1989/1990 

The fifth edition of the UK's most 

comprehensive guide to MBOs. 
| Recognised as the central work on the 
Subject, it contains all the information 


the prospective buy-out team needs for 
its analysis of buy-out trends and 
survey of financial institutions also 
. make it essential reading for advisers, 
financiers and other MBO professionals. 


ara, 
NY 10020, USA 
5730 
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National Economic Research Associates (IN 
recruiting professional economists to join its 
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Leading Retail Banking Group 0 cae m 
Cy; 0500s 79 lo 0s £40,000 — £45,000. 
Financial services experience would be an advantage for this job, but it is not essential. | | REUS 
An experienced, qualified corporate planning manager is required to join the head office strategic 
development team of 18. This large and well-known established banking group is undergoing a period. of : 
major change and development. It covers a wide range of banking and insurance businesses. The 
strengthening of strategic and business planning support for the board and top management is a vital part 
of preparing for the challenges of the 1990's. | 
n this position, reporting to the head of planning, you will co-ordinate the group's planning process.” 
develop and implement improved planning systems, and participate in the ed uation of group and. 
divisional strategies. You will be supervising the work of one or more planning analysts, in teams 
organised around projects. | | 
Executive car and full banking benefits, including low cost mortgage. 
Male or female candidates should submit in confidence a comprehensive c.v. or telephone for a Personal. 
History Form to, D. Venables, Hoggett Bowers plc, 1/2 Hanover Street, LONDON, W1R 9WB, 01-734 6852, 
Fax: 01—734 3738, quoting Ref: H15072/E. | 
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Someday, something out there will arrive with the 


Until then, System 12 remains a world apart ^ arrive with a system to rival ours, they'll have to 
from other public switching systems. be as flexible as us. We're already well on our 
Why? Because you can only call a system way to installing nineteen million lines in twenty- 
‘Future-proof’ if it's going to prove adaptable to two countries. They'll also need to spend 1 billion 
any future services. Of course, if anyone does dollars each year on Communications Systems 


System 12 is manufactured in Belgium, People’s Republic of China, Germany, Italy, Korea, Mexico, The Netherlands, Norway, Portugal, 





technology to make System 12 obsolete. Someday. 


Research and Development, like we do, turning y 


science fiction into science fact. And they'll require 
our experience. The expertise that means when ALC A TEL 
you choose System 12, you don't worry. 


Unless you start seeing flying saucers. PUBLIC NETWORK SYSTEMS 


Alcatel n.v., World Trade Centre, 
Spain, Switzerland, Taiwan and Turkey for worldwide applications. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


Iwas 


BLANCPAIN 


Selfwinding with second hand Each watch is assembled, polished and 
and date finished by hand by the indivjdual watch- 





maker. 

Only about a dozen watches, each indi- 
There is still no Blancpain "collection" as vidually signed and numbered, daily 
such. The same case houses each of the leave the workshops of Blancpain - the 
six "masterpieces" of the art of watch- oldest watch name not only in Switzer- 
making developed by Blancpain. land, but also in the world. 


Available in London: 
Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, The Watch Gallery, Tyme and: 


BARCELONA Soler Cabot BOSTON Dorfmann BRUXELLES Frohmann Frères DUSSELDORF Blome, Wempe FRANKFURT Friedrich, Wempe GENEVA Benoit de Gorski, Chimento, Facet, Golay Fils & Stahl, Zbinden 
GENEVA-AIRPORT Comptoir de l'horlogerie GRAND CAYMAN Dennis Smith HAMBURG Becker, Wempe LONDON Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, 
The Watch Gallery LOS ANGELES Princess Ermine MADRID Suarez MÜNCHEN Hemmerle, Huber, Wempe NEW YORK Cellini, Tourneau, Wempe PARIS Arfan, Buccellati, De Paillette, Wempe, Col ROMA Ansuini, 
Capuano, Hausmann ST. MAARTEN La Romana ST. THOMAS Riviera TORONTO European Jewellery WIEN Carius & Binder, Hübner ZURICH Barth, Filitz, Gut, Meister ZURICH-AIRPORT Turier BERMUDES 
frisson MONTE-CARLO Buccellati, Van Hubrecht. Information from: Blancpain SA - CH-1348 Le Brassus - Switzerland - Tx 459 420 Tel. 01041-21845 40 92 
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dp NCE every century or so, the way of 
AZ making things changes with a sweeping 
flourish. Rigt 













T Right now, the workshops of the in- 
-. dustrial world are on the cusp of their next 
= major reformation. The "factory of the fu- 
ture” that this entails—automated and so- 


yet flexible enough virtually to al- 
law each customer to design his own 
=. aduct—has long been predicted, described 
“and analysed. Now, faster than anyone ex- 
pected, the future is actually arriving. It will 
c change what companies make, the ways they 

| organise themselves and how they compete. 
-The process of making things on an assembly line—virtu- 
ally unaltered since Henry Ford refashioned a [Scion in De- 


phisticated, : 





'troit 75 years ago to build the Model T—has been adopted 


universally, turning out products by the million, at prices peo- 

ple can afford. Yet the lines are hugely expensive to build, so 

production managers must force-feed them. To be economic, 

a line making, say, car engines has to turn out more than 

. . 500,000 of them a year, all precisely the same. At the other 

- eextreme, variety can be provided by the solitary numerically 

controlled machine tool—or by the hand craftsman. Almost 

infinitely programmable, human beings can. make a vast 

range of products to satisfy a designer's every whim. But the 
penalty i is far lower output and higher prices. 

Detween these two extremes lies the new generation of 

flexible manufacturing systems. Manhandled by robots, these 

ymputerised machining centres are jacks of all trades. Their 

virtue is their flexibility. 


Savile Row at high-street prices | 
Small is especially beautiful in modern manufacturing. Pro- 
duction managers want equipment that can churn out bits 

. effciently in batches of 50 instead of 50,000. One good rea- 

|. son is that doing so practically eliminates the bins of half- 
-finished goods gathering dust while meandering around the 
<- factory. Such work-in-progress is one of industry's biggest 
+- wastrels. An even better reason is that small production 
^ batches allow customers’ orders to be met in days rather than 
. months. Most promising of allis that making things in small 
batches offers the first glimpse of that holy grail of manufac- 
.* turers everywhere: the marriage of cheap, mass-production 
= methods with all the variety of bespoke engineering. 

— Two trends are heading towards this dream. The first is a 
switch to "modular manufacturing" that emerged in Japan's 
electronics factories a few years ago, then swept swiftly 
- through the industrial world. With its miniaturised laser and 
-special microchips, the compact disc (CD) player that replaced 


















Lugd aM pede. 





































__ the gramophone had only one mov 
and few other mechanical bits. Ov 
the skills painstakingly acquired by bi 
in the record-player world coun: 
nought. Any backstreet firm, with litt 
. experience and still less engineering 
-could buy the electronic parts and pl 
gether a CD player that made tradit 
.. sound like a scratchy echo from the 
«| From the rag trade to the m 
.. the big brand names of Americ: 
as well as Asia are copying this, g 
suppliers to provide them with whole modules in: 
mere bits and pieces (see page 57). In the process, th 
manufacturing is being pushed back up the line to 
sub-contracting firms that master the intricacies of us 
two parts of a product, and then supply them by 
to the whole industry. UNUS 
The second, related, trend is the way design engin 
being forced increasingly to reach for the catalogue instead 
the drawing-board. Fiercer competition and choosier custo 
ers are making manufacturers come out with new model 
ery year or two, instead of once or twice a decade. Often 
only way to survive is by fashioning products from off 
shelf components. Japanese engineers are past m 
browsing through catalogues for the right bits and p 
then melding them into market-winners. Ingenious i 
and matching of catalogue components can lead to prod 
offering 9096 of the performance of the r most carefull l 
tooled versions, but at 50% of the cost. d 
Nobody quite knows where all this is jed bui 
the makings of a revolution. In principle, modular 
ble manufacturing should increase competition by lov 
the huge costs of entry into mass-market businesses. Fu 
more, they should shift the emphasis away from pro 
skills (which anyone can have) and towards ideas, 
sensitivity to what customers might and do want. 
There are fears too. One is that relying on a hanc 
suppliers for all the main modules and components 
chine could lead to dreary sameness. The issue is not 
tled, but so far such fears seem groundless. Many of 
cars share the same engine, transmission, suspensio 
bits of the body. Yet they invariably look different, 
ferently and appeal to wholly different sets of custc 
Whether they assemble cars, computers or video 
firms will buy in the guts of the machine, add the grav 
sell the sizzle. D 
A more serious problem is the rise of monopoly supp 
Bosch has a grip on the market for fuel-injection system: 





































ity joints needed to drive a vehicle's front wheels. Why 
Id either of them do anything to render their own bread- 
ners obsolete? Who, then, will bequeath the world the 
ct great leaps in imaginative new design? There is no clear 
wer. But the experience of Japanese carmakers suggests 
this is less of a problem than it seems. Only now are 
yota, Nissan and others beginning to innovate in car tech- 
gy, despite a parallel shift towards modular monopolies. 
ey are managing to innovate wherever necessary, while 


er bid for posterity - 





: U have to bandi it to her. Just when it seemed that Mar- 
aret Thatcher had lost the oomph to control Britain's 
itical agenda, she announces a cabinet reshuffle of breath- 
ing nerve. She offends two of her three most senior minis- 
moving.one and being ready to move the other; she 
ds to the Foreign Office a man who, a year ago, was recog- 
ed by just 296 of respondents to a poli by The Economist 
nd MORI; she appoints as environment secretary one of the 
greenest politicians in the land. But after the flurries of July 
ave settled into the torpor of August, will Mrs Thatcher’s 
government look any more convincing? —— 
- In some ways it won't. By moving Sir Geoffrey Howe from 
ie Foreign Office to the leadership of the House of Com- 
ions, she has turned someone who should be a close col- 
ague into an enemy—though he would have been a greater 
teat if he had left the government voluntarily. By offering 
ir Geoffrey the Home Office, which he declined, she has 
nnoyed Mr Douglas Hurd, the present home secretary. Put 
ese two with Mr Nigel Lawson. the chancellor of the exche- 
r, and Mrs Thatcher now has three senior ministers whose 
alty to her is paper thin. Nor have ten years of power made 
s Thatcher's cabinet a team of all the talents. The trans- 
energy and—depressingly—the education departments 
gone to men who were ineffective in their previous jobs. 
new secretaries for defence and Northern Ireland display 
unimagination. Of the four newcomers to the cabinet, 
one, Mr Christopher Patten, in the environment depart- 
, quickens the blood. 

















will live beyond the grave. 


atever its shortcomings, the reshuffle is another reminder 
t Mrs Thatcher aims to shape not just a decade, but a 
le generation, of British public life. Plainly, she has the 
fidence for the job. None of the three big winners of the 
k—Mtr Patten, Mr John Major (the new foreign secretary) 
. Mr Kenneth Baker, the new chairman of the Conserva- 
arty—has ever been a true Thatcherite. Mr Major has 
tuck with the right-wing populism that helped propel Mrs 
itcher to power; Mr Baker was once a lieutenant to Mr 
zard Heath; Mr Patten was once as hostile to her economic 
y as any Tory contd: be while remaining in the party. 





n cars. GKN reigns supreme in supp! ying the constant- 


ret” r natcher’ 's reshuffle could keep Thatcheriam i going long after she has retired 








eine modul lar in n other ways. - n 

Whatever the fears, the tyranny of M production line has 
become as out of place in the factory as a chain gang in a 
prison. Toyota long since realised that. It gave its workers the 
right to halt the line, respecting their intelligence to do so in 
order to correct faults as they occurred. Western manufactur- 
ers will have to do the same. They will also have to master the 
knack of altering their production habits as they go along. 
And each product will have to be made to an [entire differ- 
ent set of rules: the customer's. 





That she is now able to promote them proves two Hing 
First, the old anti-immigrant, pro-hanging right wing of the 


- Conservative party no longer counts for anything. Second, 


she has won the economic argument. It is not she who has 
changed her dislike of corporatism, her faith in markets, her 
desire to cut taxes: it is men like Mr Patten and Mr Baker who 
have come to share her views. On the big questions of eco- 
nomic policy, Mrs Thatcher now speaks for a consensus that 
extends well beyond her own party. 

There is another sense in which the reshuffle shows a con- 
fident Mrs Thatcher. For the first time, she has all but ac- 
knowledged that she is mortal. She has put both Mr Baker 
and Mr Major in positions where they are bound to be spo- 
ken of as her likely successor (and Mr Patten soon will be). e 
Granted, when the time comes for her to go, she will not be 
able to choose who follows her. But the very fact of allowing 
talk of heirs apparent—of people who might inherit when the 

old queen’s political life draws peacefully to its close, rather 
than those who would succeed after a palace coup—is not the 
action of someone as pig-headed and vain as her detractors 
have always claimed her to be. | 

Instead, the reshuffle marks the end of de od stage vat 
Thatcherism. In the first, which lasted for ten years from 
1975, she was the leader of the opposition, even though, for 
six af those years, she was formally prime minister too. Her 
economic policies were those of a minority within her own 
party, never mind the country at large; she continually had to 
take two steps back for every three forward. In re second 
stage, she had secured her position in the Conservative party, 
and could press on with radical Thatcherism—privatising ev- 
erything that moved, emasculating alternative ‘sources of 
power like local government, insensitive, all the while, to the 
need for political horse-trading and constituency building. 

That stage is now at an end. Lord Young, the apolitical 
businessman who epitomised it, has left the cabinet. The men 
of mature, third-stage Thatcherism are politicians to their fin- 
ger tips. Each of them will be severely tested. Mr Baker, who is 
a mite too smooth for some tastes, must show that he can be 
lovable as well as clever. Mr Patten has to prove that Tories 
can be green, that the poll tax is not an abomination, that 
privatising water is not just a : money-grubbing femp. 














-toughest test. He is being cast as Mrs Thatcher's placeman in 
the Foreign Office, which will not help him win respect there. 
Nor, if he is nothing but his mistress’s voice, will he be the 
kind of foreign secretary that Britain needs. If he is as honest a 
-manas he seems, he will soon have to tell Mrs Thatcher that 
Sir Geoffrey’s desire for ever-closer co-operation within the 
< European Community—even at the cost of surrendering 
| som perceive independence for Britain—is in the country's 











LS that i is welcome but not risk-free 


T HE news s Japan's upper-house election on Sunday— 
L that the ruling Liberal Democrats had suffered their 
.. worst defeat since they were founded 34 years ago—sent the 
<= Tokyo stockmarket up on Monday. On Tuesday, after the 
prime minister, Mr Sosuke Uno, said that he would be resign- 
i ing, the market hit a record high. Investors were said to be 
. “relieved” that the uncertainty in Japanese politics was over. 
In fact, it is just beginning. 
The Liberal Democrats took even more punishment Sa 
_ they were expecting. They went into the election holding 69 
of the 126 seats being contested, and came out of it with 36. 
The big winner was the Socialist party of Miss Takako Doi, 
which was defending 22 seats and ended up with 46. Miss Doi 
is now scrambling to form an opposition alliance to run the 
e 252-member upper house. The Liberal Democrats, who still 
have a big majority in the far more powerful lower house, are 
struggling to choose their third party president (and thus Ja- 
pan's third prime minister) in three months. 

- Does this matter? Many people feel they have seen it all 
before. Did the Liberal Democratic party not suffer the loss of 
its lower-house majority after the Lockheed scandal of the 
970s and still survive as the governing party? Was this not 
‘mainly a protest vote that has little chance of being repeated 
in a general election? Are those fine bureaucrats not still in 
their offices really Dinning the place? 


Yes, but 


. These thoughts would be more reassuring if Japan were not a 
strikingly different place today from the one it was when the 
eral Democrats harmlessly lurched into and out of their 

"d ier. troubles. Japan has successfully gone through two 
í nous post-1945 modernisations. The first brought it (al- 
; -as an unnaturally docile member) into the West's 
-.- league of civilised nations. "The second was its great economic 
... miracle. What should have followed by the 1970s, but did 


‘not, was a third revolution, to bring Japanese society and poli- 











tics into rhe modern world. 

That third revolution is happening now. The public’s 
hostility to the Recruit money-politics scandal, which ended 
the prime ministership of Mr Noboru Takeshita in May, was 
one sign of this. So was anger on the part of rural voters at the 
government's cautious efforts to liberalise farm imports; on 





‘the three winners in the reshuffle, Mr Major faces the Pest interests. 


ipan's next revolution 


T 1e success of Miss Doi's Socialists marks the beginning of a belated political upheaval 





























Standing up to the boss who kis just promoted 
never easy. Yet that is what Messrs Major, Baker and 
must do. And not just for their own sakes, but for M 
Thatcher's too. Provided the economy comes go 
hopes of winning a fourth election depend largely ont 
she triumphs, one of them is almost certain to s 
She would then have the pleasure of knowing that, 
out Thatcher, third-stage Thatcherism goes on and oi 


the part of housewives to the 396 consumption 
duced in April; and on the part of women in gener: 
sures about Mr Uno's fondness for geishas. Nc 
would have caused much of a fuss in the past. But 
Democrats have failed to come to terms with a Japa 
politicians are now expected to represent 
vaguely— policies rather than simply interests. 
The changeover to a politics based o 
messy. The Socialists will introduce a bill in 
to repeal the 3% consumption tax. The lowe 
this, and parliament is then likely to slow. 
early general election is held later this year. Mear 
perhaps for longer than that—decisions will be piling ut 
controversial questions that affect many people besid 
Japanese. The defection of Japan's over-represented fa 
to the Socialists on Sunday will make all politicians s 
liberalising farm trade. Pressure will also be buik 
liberalisation of retailing, over land prices and th: 
government spending. The bureaucracy can dazzling 
out policies on which there is a consensus; but on b 
tions politicians have to shape the policies first. 
The way they do it will depend on the evolution ov 
next few months of both the Liberal Democrats and tl 
cialists. The ruling party richly deserved the kick it he 
got from the voters. The question now is whether it 
make itself enough to regain their confidence: by t 
the system of money-politics that produced the Recruit 
dal and that ties the party so closely to special interes 
choosing its leader more democratically; eventually by 
ing the faction system that stifles talent and makes « 
campaigns so costly. Sooner or later the Liberal Dei 
must face the biggest question of all: what do they ste 
As a coalition of interests, the party has spent dec: 
bouring protectionists (such as farmers) as well as t 
would profit from a more liberal Japan (such as city 
consumers). It is going to have to choose between t 
perhaps by splitting apart. 
The Socialists too face hard questions. Miss Doi à i 
Japan's most popular politician, but if her party is to- 
power it will have to offer something more than just an o 
for frustration with the Liberal Democrats. That will no 
easy for a party of the left that has enjoyed the irresponsik 











































SS. stirred by social concern, sometimes driven 
mic need, successive British governments have 


o 1 E dias worked. Year RON year, money has been 
d, latent talent squandered. lt is time to try an approach 
usually works with grown-ups: bribery. 

o one seriously disputes the costs of educational failure. 
omists stress that brain has overtaken brawn as a source 
conomic growth, while massed bands of sociologists point 
that failure in school leads to poverty and vice versa—the 
alled cycle of deprivation. Politicians invent buzz-words 
their attempts to break this cycle. In the 1960s it was 
tegration” and “expansion”: the grammar schools were 
abolished and the universities expanded, in the hope that 
working-class children would flourish in the comprehensives 
and crowd onto the campuses. Then, in the 1970s, "target 
ing" came into vogue: money was concentrated on inner-city 
schools in the hope that spending more would produce better 
results. The 1980s brought in the fashion for "vocational 
lucation’’.. 

- And all for what? Britain's inner-city comprehensives are 
dismal as were the old inner-city secondary moderns; uni- 
'rsities are still dominated by the middle classes; educational 
iority areas continue to churn out illiterate children. The 
ances of a working-class child going to university are little 
er now than in the 1920s—while the hard core of disaf- 
ed pupils in the worst schools goes on growing. 

Past attempts to free poor children from the deprivation 
e have always involved spending more on the producers 
ducation. This may be the reason for their failure. Decent 


Bush for Mars 





MANKIND i is to expand into the vastness of space fen 
as George Bush suggested on July 20th, Mars stands as the 
t frontier to be conquered. It is relatively close to earth; no 
anet but Venus comes closer. Conditions there are reason- 
y benign—no worse than an airless Antarctic night.— 


ic pressure and clouds of sulphuric acid, is a fair ap- 


Len AARAA EA AAA ————————— 


eorge Bush i is no o Jack Kennedy: the way to Mars i is not via an Apollo-style space race 


le Venus, with a temperature of 400°C, crushing atmo- 





r than z | 
hope she makes it to j the middle. The message 
of ‘Sunday $ electioni is dae one way or another, Japan is go- 
ing to stop being a one-party state. It will be a better place for 
that—if it gets the transition right. 
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teachers and sensible curricula may be necessary for turning 
out educated children, but- they are not sufficient. The larger 
problem is getting children to consume the stuff. : 

The working-class truant may not realise it, but his prob- 
lem is the high discount rate that he applies to the deferre. 
benefits of education. The present value of future economr 
rewards from passing exams looks too pp to persuade him 
to spend another boring day taking his classes seriously. Sur- 
veys show that, among deprived families, both children and 
parents regard education as an alien experience, unconnected 
with their personal lives and irrelevant to their economic fu- 
tures. In effect, the higher a child’s discount rate, the more he 
needs immediate inducements as a counter-measure. 


Get your grades, get a car 


A middle-class child, balancing homework against fun, has 
many more reminders of the prospect of high future earnings. 
If he is falling behind, his parents are quick to offer bribes. 
Bicycles and foreign holidays are standard pay-offs for doinge 
well at school. The promise of a car has been known to work 
wonders with even the most air-headed offspring. All these 
rewards lead him to have a lower discount rate. 

Inner-city schools should be encouraged to imitate such 
middle-class habits. They would have a budget (courtesy, per- 
haps, of local employers) to bribe pupils to exploit their un- 
derused brains. Everyone who reached a certain weekly sta 
dard would be given, say, £10 a week, so none would have to 
be left out in the race to enrich themselves... The prizes for 
good marks in exams, or a place at university, would be much 
bigger. The results just might be astonishing. 








proximation to hell. Mars à appears b — now but may once 
have harboured life. If so, what killed it off? If not, why was a 
planet much like earth stillborn? And it has spectacular scen- 
ery to excite the taxpayers who would be footing the bill: roll- 





ing pink deserts, icy badlands, volcanoes higher aa Everest, 
-a Grand Canyon the size of Aus : 







That is why, on the 20th anniversary of Neil 
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leap onto the dust of the moon, Mars was the right tar- 
t for President Bush to set for America. But not at any price, 
or necessarily tomorrow. When the National Space Council 
irns his words into a programme, it should avoid the hell- 
r-leather rush that ensued when President Kennedy asked 
ne moon. Mankind's exploration of space is three de- 
and may well span millennia to come. There is little 
ined by haste and much to be lost, both in terms of 
ney and public disillusionment with a noble cause. 
- When men first walked on the moon, they stirred spirits 
. back on earth. But by sacrificing everything at the altar of 
. Apollo, America warped its space programme almost irre- 
trievably. In the race to the moon, long-term planning was all 
but ignored. The moon was the end of the road. Once the 
space race had been won, a once-awestruck public quickly be- 
came bored. The last few Apollo missions were cancelled: the 
= manned space programme in the late 1970s and the 1980s was 
limited to the development of the ill-fated space shuttle. 
. With political will and unlimited money, America could 
. uta man on Mars within 20 years. But the solar system's 
biggest debtor would be ill-advised to try it immediately. Far 
better to build a sustainable and affordable programme. The 
first step is a space station. The one NASA has already planned 
has its drawbacks. It has been designed as an end in itself, an 
expensive orbital laboratory, rather than as a truck depot and 
pit stop ready to take its part in a bigger scheme of things, 
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be pretty much perfect from the start, because help from 
earth would be years away. A moon base, on the other hand, 


The City after County 









London's financial markets have been helped, not harmed, by the County NatWest affair 


YT HAS been a bad week for National Westminster, Brit- 
(0 K ain's second-biggest commercial bank, roundly and pub- 
~ticly condemned in the report by the Department of Trade 
and Industry (Dr!) on a rights issue handled in 1987 by its 
investment-bank subsidiary, County NatWest, and by a 
:stockbroker, Phillips & Drew. That report, which detailed a 
drama. of deception, law-breaking and weak executive con- 
=> trol, has led to board-level resignations in both NatWest and 
=o. County, including, most dramatically, that of NatWest's 
‘chairman, Lord Boardman (see page 72). Phillips & Drew has 
-avoided the spotlight, but changes have been made there too. 
t despite all the horrors of the Blue Arrow affair, it has 
been a good week for the City of London. Historians are 
ikely to conclude that this affair did more to enhance the 
-City’s reputation than to damage it. 
-. The reason is that, for all its flaws, the report and the 
 regulators' reaction to it demonstrate that the City's old-boy 
“network is dying—if it is not already dead. Less than five years 
ago the bank and County NatWest might surreptitiously have 
_been saved from the battering their reputation has taken. The 
report would have taken years to complete, and any dirty 
en would have quietly been bleached. Not now. Though it 
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he next step should be a moon base. A Mars base has to _ 











can be resupplied relatively easily. It can ; 
cheaply, because it can partly be automated. At 
moon is only a second or so of remote-control radio 
its supervisor. The speed of light means that Mars. 
three and 20 minutes away. The moon may also: 
materials. The Space Studies Institute, a private firi 
Princeton, New Jersey, is planning to send a probe t 
ice. If ice is found, a moonbase might earn its keep 
ing it to space stations as a cheap water supply. 

















































À project for earth 
The other lesson from Apollo is that the race does nota 
go to the swift. The Russians did not get men to the 
But in more prosaic tasks in space they have done bette 
America has. Why not co-operate with them? Russia ! 
capacity to launch far larger objects than America cat 
age. It also launches smaller payloads cheaply. Contrac 
launch parts of a space station or moon base wit 
rockets would make space cheaper for America. In. 
later Mars mission, Russia's unparalleled experien 
long stays in space would be invaluable. 5 
Unlike man, Mars is not going anywhere. Its ex 

will be one of the great adventures of the next c 
matters little whether that adventure starts in 201 
2030, or who succeeds in the end. Better to build a so 
der than to take a once-for-all leap of faith. When Nei 
strong set foot on the moon, it was the culmination 
nation's vision. The first steps on Mars should be 

universal dream. | T 


took a year for the DTI (prodded by reports in The Econo: 
to appoint inspectors, they then moved with admirable s 
and determination, and the dirty linen they found was 
up for all to see. There is no evidence that the City 
more crooked in 1989 than it was in 1979 or 1969. B 
report does suggest that the authorities are more prepa 
crack down on crooked, errant or incompetent beha 
even in the most respected of institutions. 

The City's old clubbiness not only lost business to 
banks, exchanges and financial firms (and prompted 
thorities to encourage financial conglomeration - 
1980s); it also cocooned its practitioners from a ci 
moral climate. There was the fringe-banking drama 
early 1970s, brought about by a mixture of incompete 
dishonesty, and loose informal controls by the Bank 
land; then, in the late 1970s and early 1980s, there Wer 
nanigans and wholesale theft in the Lloyd's of London: 
ance market. If London was to regain its pre-eminence in 
world's newly free and mobile financial márkets, some: 
more dubious and crooked practices had to be stamped 

Painfully and loudly, that message was delivered : 
Guinness affair; in the Geoffrey Collier insider-dealing « 
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shndon Matthey. Bankers | debacle. itpridngly,: old 
; persisted about this in National Westminster. Why else 
uld somebody at County Nat West involved in the Blue Ar- 
v affair jot in the corner of a notebook: "Worst case — 
yped on knuckles.” How understandable, but how wrong. 


andal as teacher 


are two further lessons in this sad affair, one mana- 
il, one regulatory. Some commercial bankers at NatWest 
ned that they did not understand corporate finance and 
o rely on their merchant-banking underlings to keep 
informed. That is what happens when clearing banks 
into new, riskier areas. But a different management 
cture- could help. An investment-banking subsidiary 
its ¢ own board, strong enough to supervise eager whizz- 


: ettled Afghanistan 


"m aed stalemate is a time to try for peace 


HE ones that swirled about the departure of the last 
Soviet troops from Afghanistan five months ago have 
ely evaporated. The communist regime that the Russians 
behind has defied predictions that it would collapse with- 
reeks. The fighting goes on, not just between communists 
d anti-communists but some of it among the anti-commu- 
st guerrillas, the mujaheddin, as well. Can it be stopped? 
Not easily, to be sure. Afghans have never had much re- 
t for the efforts and concerns of the outside world, which 
one reason that in the end the Russians had to pull out. But 
ey were helped to pull out by the fact that the two powers 
ainly responsible for arming the two sides in Afghanistan, 
ussia and America, came to an agreement in Geneva last 
, Next week Russian and American negotiators meet 
n to discuss regional conflicts, this time in Stockholm. 
€ is another small chance to stop a war that should have 
sped already, and to provide a battered country with a 
representative government. 

ompared with what has gone before—ten years of war 
left more than 1m Afghans dead, made refugees of 5m 
s and dislocated millions more—the present fighting in 
hanistan almost passes for peace. Yet this may change. 
gry at the way the Russians have armed the Kabul govern- 
nt to the teeth, the Americans are now stepping up arms 
plies to the mujaheddin and are urging them to make an- 
er effort to overthrow President Najibullah before the au- 
in rains call a halt to serious fighting. 

It may not work. It is not certain that the mujaheddin are 
| enough organised, or well enough armed, to beat Mr 
ibullah's men. They held out against the Russians because 
erica’s Stinger missiles neutralised Soviet air power; but 
have no equivalent weapon that can help them to break 
the cities held by the Kabul regime. And, if they fail, that 
gime will presumably be less willing to negotiate. 

may therefore be better to look for a negotiated settle- 
nt now. Pakistan's prime minister, Miss Benazir Bhutto, 
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je main-board directors, preferably 
brought in with relevant experience, need to be tied closely to 
the operations for which they are responsible, such as one 
board member in charge of capital markets, another for M&A. 

The regulatory lesson may be surprising to some. As vic- 
tims have claimed, there is a Star Chamber flavour to most 
DTI reports. If individuals or firms are accused of criminal act- 
ions, then, presumably, their guilt or innocence can be deter- 
mined in a court of law where they can confront their accus- 
ers and where they have a right of appeal if found guilty. But 
those fundamental principles of justice are denied to individ- 
uals criticised for non-criminal misdeeds, which could (and, 
for some in the County NatWest report, will) end their ca- 
reers. Along with tougher and speedier investigation by regu- 
lators there should be a mechanism for appeal. 








favours such a settlement as the best way to allow the 3m 
Afghan refugees on Pakistani soil to return home, though her 
military chiefs are more bellicose. Some of the political lead- 
ers of the mujaheddin, and some of the fighting groups, are 
against negotiations because they want outright victory. Oth- 
ers are willing to talk, though they will probably refuse to talk 
to the hated President Najibullah. 


A slim chance amid the angry men 

They should not have to. The Afghan conflict blew up be- 
cause the Russians tried to impose an unpopular regime on 
the Afghan people. It would be unjust if the communists were 
allowed to hang on to power. A preferable sequence of events 
would be for President Najibullah to step down (as he has said 
he is ready to do for the sake of peace) and for a compromise 
administration to take over until the Afghans can choose 
government of their own. An interim administration might 
include people from the pre-communist government of for- 
mer King Zahir Shah, tribal elders and civil servants. The risk 
is that such a government would prove too weak to keep the 
peace and supervise a fair election, amid so many angry and 
armed men. Yet the Russians have hinted that such a solution 
might be acceptable to them. If they can satisfy themselves on 
one point, the Americans should agree. 

That single point is the Soviet supply of weapons. At 
present both Russia and America say they will go on provid- 
ing their respective friends with arms as long as the other su- 
perpower does the same. The result is an arms build-up in 
Afghanistan, and the certainty that sooner or later the weap- 
ons will be used. If Russia can provide America with an iron- 
clad (and checkable) assurance that it will end its flow of arms, 
America should stop sending supplies to the mujaheddin. 
That will not necessarily push everybody into peace: too 
many guns have already gone in, too many Afghans remain 
ready to thumb their noses at at outsiders. Bur it is worth a try. 








[he slow road to doi moi 


Vietnam's economic reform is under way. Any real political reform is still a 


long way up the road 


RAVEL in Vietnam and you will find 
that doi moi, or "renovation", is deeply 
popular. Some say there would be a rebel- 
e lion if the Vietnamese government were to 
reverse its version of perestroika. Certainly 
there would be another, even bigger, wave 
of boat people setting sail for the miserable 
camps of Hongkong. 

As in China, the main thrust of Viet- 
namese reform is economic. But doi moi also 
has elements of glasnost. Everywhere people 

ilk of a new openness. They think both as- 
pects of doi moi are crucial to their dreams 
of prosperity. It hurts deeply that an old ri- 
val, Thailand, is growing rich, while Viet- 
nam has been left miles behind. 

Reviving Vietnam requires three things. 
First, reforms must be put in place to get the 
economy out of the mess it has been in for 
years. Second, substantial foreign invest- 
ment is needed. Third, the government 
must handle with sensitivity the calls for po- 
litical reform that will grow should the first 
two aims be met. 


Doing better on the land 


What are the chances of success? Some 
progress has been made with economic re- 
forms. The foreign minister, Mr Nguyen Co 
Thach, likens Russia and China to two ele- 
phants, Vietnam to an ant, smaller and nim- 
bler than its huge neighbours and so able to 
change faster than either. He points out that 
in one sweeping move Vietnam has liberal- 
ised practically all consumer prices, though 
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those of electricity and transport remain no- 
table exceptions. 

Agricultural reform is impressive—not 
before time: past farming policy has been a 
disaster. Collective farming was revised a 
few years ago to allow "team farming". 
About 30 people within a collective were 
able to manage their own land. That failed; 
there was little incentive to work harder 
than anyone else on the team, since all pro- 
duce was shared out equally. Government- 
imposed targets resulted only in false reports 
of good harvests. In reality, food output 
faled to keep up with Vietnam's fierce 
population growth. Even last year there was 
famine in parts of the north. 

This year has brought radical change. 
Peasants can now sign contracts on their 
land, in effect leases, for up to 15 years. No 
less startling, policy is actually being put into 
practice. Each plot of land is allocated to 
Vietnam’s natural working unit—the fam- 
ily. Agriculturalists say they have laboured 
for a decade to get that reality, or even the 
word "family", accepted by the govern- 
ment. There is joy in the rice fields. One old 
woman, asked how long her land contract 
has to run, replies happily "for ever”. 

Peasants hated the previous system; in 
particular, because they were forced to work 
on a different plot of land each day. It was 
like slavery, they say. "Now," says one old 
man, “I can get to know my own land and 
only I know how to manage it properly." 
The peasants have also been given freedom 


to sell their produce as they choose. Before 
doi moi they could trade freely only within © 
their own district; otherwise they had to sell 
to a state agency. Now they can sell to mer- | 
chants from the cities, and do so. They still - 
have to pay a tax in crops to their local au- 
thority. But it has been much reduced, in 
some cases from more than half the crop to — 
as little as 8% (plus payments for herbicide — 
and fertiliser). | 
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The dong joins the real world 


There has been drastic monetary reform too. 
over the past 12 months. In 1988 prices were 
roaring up, at an annual rate of 800% at one — 
period, so business was done in dollars, gold — 
or rice. The state bank made loans to inef- 
ficient state enterprises at a fraction of the 
inflation rate. Banknotes were flooding off - 
the printing press. As recently as last Octo- 
ber the black-market value of Vietnam's | 
currency, the dong, against the dollar was - 
one-tenth of the official rate. 
Then late last year the state bank sud- 
denly devalued the dong nearly tenfold. It 
has been cut again this year, and by May 
there was little difference between official 
and black-market rates. Interest rates were 
raised in April to 9% a month for one- 
month deposits and to 12% for three-month | 
deposits, about double the rate of inflation 
at the time. Suddenly people were queuing 
at the banks laden with large paper bags of 
cash to deposit. For the first time the banks 
had real money to lend. Loan rates 2 SO 
soared, to levels that businesses found crip- 
pling. But as inflation has fallen, so have c e 
posit rates (to 596 and 996 a month respec- - 
tively) and with them the cost of borrowing. — 
Economically, much remains to be 
done. State enterprises have been told they | 
must stand on their own feet and will be ` 
closed if they cannot. But that would mean — 
adding to Vietnam's already high unem- - 
ployment, and may prove too painful in so- _ 
cial terms to be carried out. There is still 
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work to be done putting a proper domestic 
investment law into place. The complex tax 
system needs reform. In general, though, 
Vietnam has surprised everyone with the 
rigour and speed of its efforts to stabilise its 
economy. Falling inflation, now about 3-4% 
a month, is testimony to that. And already 
Ho Chi Minh City, ex-Saigon, is beginning 
to look a little like Bangkok. 


Wooing the foreigners 


Attracting foreign investment depends on 
international politics. Until now Vietnam 
has been shunned by most foreign busi- 
nesses and by the big international agencies, 
because of its occupation of Cambodia. It 
has no direct investment from the United 
States, nor from Japan, which is following 
America’s lead. The World Bank and Asian 
Development Bank have stayed clear. The 
Association of South-East Asian Nations 
(ASEAN) has been hostile. 

Vietnam’s economic ambitions were 
the main reason for its promise to pull all its 
troops out of Cambodia, unconditionally, 
by September. “September” crops up in all 
discussions about economic revival. By 
then, it is hoped, this year’s rush of eco- 
nomic reform will be showing results, while 
the withdrawal enables relations with the 
United States to warm up. Hey presto, the 
foreign investors pile in. 

Maybe, but more likely not. The Ameri- 
can government is not enthusiastic. But the 
international agencies may start doing busi- 
ness with Vietnam before Washington does. 
Visit one of Hanoi’s few bars and you can 
bump into officials from the Asian Develop- 
ment Bank, or even some connected with 
the World Bank, quietly assessing the 
opportunities for investment after Septem- 
ber. They express optimism about Viet- 
nam’s prospects of economic revival, albeit 
from its low base. 

Their money is needed for the infra- 
structure. Bad roads, communications and 
ports hold back even those foreign investors 
not constrained by the American-led boy- 





That’s Hanoi 
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cott. Last year Vietnam secured a modest 
$440m of foreign investment—which was 
still a good figure by its standards. Three- 
quarters of that went into its big hope, oil 
exploration. An Australian company, OTC, 
is to improve telecommunications. There 
are projects to upgrade and to build hotels. 
Little is being offered for manufacturing. 

If the agency money comes, manufactur- 
ing investment may well follow. In May 90 
Thai businessmen were in Hanoi looking for 
opportunities. Having deforested so much 
of their own country, they would like to step 
up logging elsewhere. But they see manufac- 
turing possibilities too. Wage costs are low, 
around $20 a month for a worker in a cloth- 
ing factory. Last year 3,500 foreign business- 
men visited Vietnam. That was a 50% rise 
on 1987. More than 2,000 came in the first 
four months of this year. 

Overseas Vietnamese too are interested 
in investing. Thanks to the boat exodus, 
there are plenty of them; last year they were 
Vietnam’s largest single source of foreign 
exchange. Now they are to be seen in Ha- 
noi’s best restaurants, well-off and happy to 
show it. That does not make them popular. 
But last year 11 investment licences were 
granted to them, some for small manufactur- 
ing businesses. 

There are also good opportunities in 
tourism. Danang, for example, has a vast 
and beautiful beach, as America’s Vietnam 
veterans know. These days the white sands 
are graced mainly by overweight Russian 
tourists. Vietnamese children on the beach 
selling shell jewellery and carved Buddhas 
complain that the Russians have no money. 
Instead they barter. Americans sometimes 
pass through: veterans of the war coming 
back to take a look, sometimes non-govern- 
mental aid groups. They, say the children, 
make the best customers, why aren’t there 
more of them? 

Touring in Vietnam is spectacular and 
can be fun. The ancient capital of Hue was 
the scene of fierce fighting during the war 
and of neglect ever since, but the citadel, 


once the home of Vietnam’s Nguyen dy- 
nasty, remains beautiful. The tombs of the 
emperors are like small palaces. The Per- 
fume River that flows through Hue could be 
sold as perfect for a romantic holiday among 
the sampans. Vietnam, though, will have to 
liberalise its restrictions on movement; for- 
eign travellers are still mostly restricted to 
organised tour groups. 


Politics rules 


That caveat is a reminder that in Vietnam 
politics still rules, and a dowdy kind of poli- 
tics it still is. Economic reform and the 
promised withdrawal from Cambodia give 
the country a fair chance of pulling out of its 
economic mess. But though the government 
may have grasped the basic realities of eco- 
nomics, political advance is less evident. 

The thirst for reform is manifest. Viet- 
namese are still scarred by 30 years of hard 
times, first during the war against tl 
French, then in the long north-south wa 
Even now they are still struggling to make 
trees grow where there are just grey stumps, 
testimony to the long-lasting qualities of 
American defoliants. These wars are still on 
people's minds. 

But so too is the hardship caused by the 
harsh grip of the Communist party (though 
many people do not think communism, as 
such, is to blame). North Vietnam had its 
own version of China's cultural revolution. 
Intellectuals, teachers and doctors were de- 
nounced and sent off to work on the land. 
The thousands of deaths due to the land-re- 
form programmes of the late 1950s are not , 
forgotten. More recently thousands from 
the south have spent years in "re-educa- 
tion" camps. Travel there and it is not hard 
to find former prisoners. 

Until recently, Chinese-style humilia- 
tion and self-criticism were common. Any- 
one taking out suspiciously liberal librarv 
books might be monitored. Letters were a 
to be opened. Any enterprising person who 
had saved up enough to build a house would 
prefer not to: he would have to show proof 





And this is Saig-—oops, Ho Chi Minh City 
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| We pee meme ne 
of internationa 
currencies 


here is one type of cash investment available which no 
serious investor should ignore - the Managed 
Currency Fund. 
Guinness Flight pioneered this type of fund in 1980. The 
Fund invests in a carefully selected 'basket' of the world's 
major currencies which changes over time to reflect 
the Managers’ views about the prospects for individual 
currencies. 
As these move up and down against each other, profit 
opportunities arise. And — unlike equities — currencies can’t 
all go down together; as one falls, another must rise. 
In addition to the opportunities from currency movements, 
your money earns wholesale money market rates of 
interest on deposit in the various currencies. 
Good interest rates and opportunities for profit. 


Solid Performance 


13-4% in $ 





18-6% in $ 
4-5% 1t 


This table shows the average Mise. ‘compound 





growth* achieved by shares in the Fund, measured in three 
| of the world's major currencies. In all cases, these are sub- 
.. Stantially greater than the returns which could have been 
achieved on short-term deposits in any dida currency over 

_ the same period. 
















= Investors are reminded that past performance is not a guide 
--. to future returns and that the value of investments may fall 
as well as rise. 


*Average annualised compound growth since launch, 23.5.80 
to 30.6.89. Accumulation shares, offer to offer basis. Increase 
. inshare price, same period, 216.80% in $, 376.00% in £ and 
~~ 245.42% in DM. Accumulation shares, offer to offer basis. 

Source: Managers’ published daily prices. 





NOMIST JULY 29 1989 





SESS 







To find out more about how an investment in our ir Managed 
Currency Fund could give your portfolio an added dimen- 
sion, complete the coupon below. d: 


NI ES S FLIGE T i i 


P. Q. Box 250, La s Pueri St vim Port. pom, Chania fake 
Telephone: (0481) 7 10404 or Telex: 4191284 GFFUND G í 















Guinness F emat Fund Limited 
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z If you would also like to be contacted by a representative of Guinness Flight whocan assist: 
= «th all aspects of Guinness Plight Funds, please enter your telephone number below. 
a 

= 


This advertisement has been issued with the approval of Goinnese Plight Global Asset Management Limited: 
member of IMRO and LAUTRO and the investment adviser to Guinness Flight international Fund Limited 
Guernsey Al Authorised Fund and UK Recognised Collective investment Scheme. l 












tained legally, and the meaning of legally was 
less than clear. The house might be confis- 
pes and its owners prosecuted. In darker 
times those who wrote challenging newspa- 
| per articles or poems risked being sent to 
- camps. Until 1986 writers felt sufficiently 
. afraid to exercise extreme self-censorship. 
- .  Mietnam's people today have had 
. enough of hard times. They are greedy for 
. change. For some, especially the former 
. bourgeoisie of the south, that means dreams 
— of a future in California or Australia. For 
E bore content to stay at home, all their hope 
lies in doi moi. In 1986, when it was started, 
= the country was almost bankrupt, and pres- 
- sure for reform immense. Old-guard leaders 
- resigned and a new wave of reformers led by 
Mr Nguyen Van Linh came to power. The 
pressure remains strong for further reform 
- and greater personal freedom. 
- . The risk there is obvious. If the pressure 
becomes too strong, might the authorities 
> crack down, like those in China? 
E: So far, Vietnam's would-be reformers 
- have been cautious. The students are mostly 
 unpolitical. They study rather than demon- 
strate. When he heard on BBC radio about 
S: bus first big student demonstrations in 
— China, says one young man, “I wanted to 
— run out and do the same. But then I 
= thought: Vietnamese students are so tame. 
They will never join in.' 
— That might change, however. A few Ha- 
- noi students this spring called for better 
d . conditions. A worried government quickly 
met many of their demands. Journalists, 
. writers and film-makers too have been cau- 
geo. But journalists are starting to cam- 
_ paign against corruption, and uncover par- 
- ticular cases. They call for the reform of an 
a EU bureaucracy. Writers, for the first 
. time, are now daring to record the sufferings 
— of innocent people during the land reforms. 
- More ancient history is being reassessed. 
- One man is rewriting the his- 
_ tory of the Nguyen emperors, 
: who were previously de- 
nounced. Now it is pointed out 
Buc they built irrigation sys- 
tems wrote beautiful poetry 
" and did other good things. 
E. Film-makers too are wak- 
_ ing up. Before 1986 film heroes 
— were shining revolutionaries, 
film villains were agents of the 
pe ‘Saigon regime". Mr 
Dang Nhat Minh was one to 
E ber the mould, with a film 
- called “The Young Girl in the 
River”. Its heroine is a prosti- 
. tute from what used to be 
-. South Vietnam. A revolution- 
. ary turns out to be a bad guy, a 
bureaucrat who tries to stifle a 
5 . newspaper and is unconcerned 
— bythe problems of the poor. A 
3 soldier who had earlier fought 
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Reformer Linh 


for the Saigon regime proves in the end to 
be the better man. 

All this is considered daring. But no one 
has gone so far as to risk being called a 
counter-revolutionary. Mr Minh had to 
fight to get his film approved (and had the 
satisfaction of seeing it voted the most popu- 
lar film at the 1987 Danang film festival). 
But really dangerous ideas, such as question- 
ing the basis of Communist party rule, can- 
not yet be tackled. Mr Minh says he has no 
wish to do such things on film. It is accept- 
able to denounce powermongers and cor- 
ruption, but not to criticise communism. 


The limits to change 


How far can the demand for reform go? Or 
reform itself? China’s students went too far 
and were crushed in Tiananmen Square. 
The limits to change in Vietnam are un- 
clear. A senior government official describes 





.... under communism 





his country's current policies like this: “To 
get to full socialism, Vietnam has realised it 
must go through a stage which embraces 
many aspects of capitalism." How long 
might this stage last? He smiles. "Perhaps a 
hundred years, perhaps a thousand. We can- 
not know, and in any case the next genera- 
tion may assess things differently.” 

The government recognises the need to 
reform itself. There is a general push to re- 
duce the power of the bureaucracy. In many 
areas the number of people’s committees 
and councils has been cut by a third. Peas- 
ants 25 miles from Ho Chi Minh City con- 
firmed that this was happening in their com- 
mune. "It's a good thing," said one woman. 
A man told her to keep quiet (a bureaucrat 
was present). "Never mind," she said, 
want to speak the truth.” 

But the bureaucrats are not surrender- 
ing their power readily. The experience of 
The Economist provides a modest examp 
of today’s halfway-house doi moi. Arrivit |. 
in Hue, your correspondent was required to 
report to the people's committee (whose 
representatives were polite and offered tea 
and cakes). Her itinerary had to be ap- 
proved (but deviation from it later proved 
possible). A member of the committee tried 
to sit in on an interview with local writers 
(who asked him to leave, in the name of doi 
moi, which he graciously did). 

People used to say of China that reform 
was irreversible, that the people having 
tasted greater prosperity and a little more 
freedom would not let them go. The same 
comments are made of Vietnam. The out- 
come could yet be the same, if the power of 
the Communist party were to be challenged 
too openly or too strongly. 

For the short term, though, there is 
good reason to suppose ordinary Vietnam- 
ese will not want to risk such a test. First, the 
lesson of China is there for all. Second. 
Vietnamese priorities are economic. Or 
nary people are fed up wiui 
things like the sorry selection 
of Russian goods in Hanoi 
shops. Russian books are 
deemed so much waste-paper; 
some are ripped apart so that 
the covers can be used for exer- 
cise books, while the pages are 
dyed bright pink to make fire- 
crackers. 

Today's Vietnamese want 
a good deal more free enter- 
prise than the restaurants and 
coffee shops that are growing 
up in their towns. They want 
foreign factories and foreign 
tourists. "Why did you not 
come before?" people asked 
your correspondent. They 
seemed surprised by the an- 
swer: only now had their gov- 
ernment granted a visa. 
qp —— s—RÓl i —Ó—  ——— — — Án 


THE ECONOMIST JULY 29 1989 











É 3 VE i 
Takako Doi, REA e the Liberal Democrats 


Picking up the crockery that 
the ladies smashed 


FROM OUR TOKYO CORRESPONDENT 
^X N NO uncertain terms, Japan's voters 
have told their government what they 
think of its past year of broken promises and 
misbehaviour. On July 23rd they handed 
the ruling Liberal Democratic party the big- 
gest election defeat of its 34-year-old life by 
depriving it of its majority in the upper 
use of the Diet (parliament). An opposi- 
uun coalition in the upper house is being 
hammered together. For the first time since 
the ruling party was formed in 1955, it will 

not control both houses of parliament. 
Next day the party also lost a prime min- 
ister, its second in two months. After only 
52 days in office, Mr Sosuke Uno, who had 
been brought in as a stop-gap to replace the 
disgraced Mr Noboru Takeshita, abruptly 
announced his resignation. No one had ex- 
pected a Liberal Democratic victory. Mr 
Uno would have counted himself lucky if he 
had merely managed to lose gracefully. But 
he fell far short of that. “I am alone to 
blame,” he perfunctorily proclaimed before 
shuffling off the scene. The Liberal Demo- 
crats not only have the headache of picking 
yet another prime minister. They must also 
find a way of rolling back the anti-Liberal- 
Democrat wave that has been pounding Ja- 
pan with increasing force since the Recruit 

scandal broke a year ago. 


That task is made all the harder by the 
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spectacular rise of a single opposition star. 
The election, for half of the 252 seats in the 
upper house, swept 46 candidates of the Ja- 
pan Socialist party to victory, giving it 67 
seats overall in the upper chamber (up from 
43 before). The Socialists’ leader, Miss 
Takako Doi, utterly dominated the national 
election campaign. She successfully tapped 
the rising anger of farmers over import 
liberalisation and of women over Mr Uno's 
geisha escapades; and of all Japanese over 
the financial shenanigans of the Recruit 


The Socialists’ new landslide Party strengths in Japan's parliament 























Upper House Old  Sealsnot Seats Seats New 
(before and after strength upfor upfor — won strength 
election of July 23rd) election election = 

Liberal Democratic party 420073 36 109 
Japan Socialist party 48 c^ Ho a NW 
Komeito | S M ow 2 
Japanese Communist party 17 $ 7*7 14 
Democratic Socialist party — — 12 ^ 5 Lp * 8 
United Social Democratic party — 1 0 1 0 0 
Rengo —— ^ fov ECCO 12 
Others ag ud ME NE E 8 
Independents | ER cu Loc VO 
hd ai 250 — 106 — 126 
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scandal, the have and have-not divisions. 1s 
created by the land and stock boom and— 
most of all—the 396 consumption tax kt t 
was imposed in April. 4 
The most striking revolt, and the oni 
Miss Doi exploited the most successfull 
was that of women. Among these voters, 
geisha business was a distant second to gen- 
eral irritation about the male-dominated 
worlds of business and politics and specie c 
dislike of the consumption tax. Housewives, 
who do the shopping and feel the tax most 
sharply, helped the Socialists elect ten of dd 
12 women candidates they put up. % 
The only other party to increase its 
strength was Rengo, the confederation o i 
private-sector trade unions. Rengo’ $ vu 
of running mainly where it was in a two-man 
contest with the Liberal Democrats, with no 
other opposition candidates in sight, proved 
as devastating as the Socialists’ "Madonna" 
strategy. In its first foray into elective poli- 
tics, Rengo won 11 of the 12 seats it co Y 
tested. It will stay separate from the Soci: 
ists but vote with them. 
The Socialists and Rengo took seats 
from all quarters—from the Communists, 
the inappropriately named Komeito (Clear 
Government party) and the Democratic So- - 
cialist party, as well as from the Liberal De 
ocrats. That increases the chance that hel 
Socialists will be able to put together a € 
able opposition coalition. And it increases 
the Liberal Democrats' fright. m 
With Mr Uno on his way out, their im- 
mediate problem is to find a replacement. 
who is not only reasonably clean but 
been chosen more democratically thar 
usual. The party barons like to name the © 
party president (and thus the Japanese 
prime minister) through quiet negotiations 
among themselves. This method, by which 
Japan's last three prime ministers have been. 
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HE Socialists cannot expect to 
| change government policy much, but 

| they may be able to modify it here and 
| there. In the upper house of the Diet the 


| to 67 by the Liberal Democrats (and by a 
|| crushing 297 to 84 in the more powerful 
|| lower house). But with the support of its 
| presumptive allies—Komeito, the Demo- 
| cratic Socialists and Rengo— Miss Doi's 
|| party should be able to muster about the 
||| same number of votes (around 120) in the 
| upper house as the Liberal Democrats and 
their independent supporters. The Com- 
. munists will vote against the gov- 
| ernment. Miss Doi thus has less a 
| mandate for a programme than a 
|| chance to prise concessions from 
-the government. 

| How will this affect Japanese af- 
||. fairs in the months ahead? The So- 
|| cialists have picked up new support 
|| from the farmers, who believe that 


| the Liberal Democrats are no 
I longer looking after their interests. 
| Expect, then, a slowdown in the 
|| liberalisation of farm imports. 

| | Miss Doi is cautious about de- 
| fence. Her party's commitment to 
| end Japan's security treaty with the 
| United States, to send the Yanks 
| home and dismantle the so-called 
|| self-defence forces is an embarrass- 
| ing relic from 40 years in opposi- 
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selected, is widely thought to have added to 
the voters' deep distrust of the ruling party. 
— [n desperation, the party bigwigs have 
decided to let all ruling-party Dietmen have 
some say in selecting the next prime minis- 
ter. Any member will be allowed to stand, 
with the proviso that he (the party is not 
ready for a she) has the backing of at least 20 
other members. A new prime minister is ex- 
pected to be chosen by mid-August. 

Leading figures are already jostling for 
selection. Liberal Democrats have been qui- 
etly warned not to bother standing if their 
offices have been too drenched in Recruit 
money. That rules out not only Mr Noboru 
Takeshita and his predecessor, Mr Yasuhiro 


Nakasone, but half the party’s former cabi- 
et members as well. 

= The 75-year-old Mr Masayoshi Ito, the 
“Mr Clean” who repeatedly turned down 
he job last time because of the leadership’s 
unwillingness to accept his demands for po- 
litical reform, remains as popular as ever 
with the public and the party's younger 
members. With most of the party leadership 
in hiding while Miss Doi was blitzing the 
campaign trail, Mr Ito was pressed into a 
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How Doi might do it 


|| party is, after the election, outranked 109 ` 


So mark for Uni 





tion. "What we will do is support the cur- 
rent arrangement," Miss Doi said last 
week, "then make slow but steady re- 
forms." The government's "ceiling" on 
defence spending, roughly 196 of GNP, is 
acceptable to the opposition. But the gov- 
ernment has been steadily poking 
through that ceiling, with real increases in 
defence spending running around 6-7% a 
year. The Socialists would not go along. 
Foreign policy will come under scru- 
tiny. The Socialists have cuddled up to 
North Korea while shunning the South— 
contrary both to the Japanese govern- 
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gruelling schedule that would have ex- 
hausted a much younger man. The frail Mr 
Ito (he suffers from diabetes and a heart 
complaint) collapsed twice during the cam- 
paign. Many believe he is now out of the 
running on the ground that taking the 
prime ministership would literally kill him. 

That leaves only a handful of possibil- 
ities among the tried and true. There is Mr 
Takeo Fukuda, a spritely 84-year-old former 
prime minister who is itching for a second 
chance. The 78-year-old Mr Toshio 
Komoto, a former cabinet minister, also has 
his ambitions. A former chief cabinet secre- 
tary, Mr Masaharu Gotoda, 74, is lobbying 
for support, though few expect the Japanese 
to accept an ex-chief of police as their next 
head of government. Then there is Mr Shin 
Kanemaru, 74, a former deputy prime minis- 
ter and Mr Takeshita’s confidant. 

With the new prime minister likely to be 
chosen by a free vote of the Liberal Demo- 
cratic caucus, a new generation may have its 
chance. The front-runner from among the 
younger members will be Mr Ryutaro 
Hashimoto, 52, who as the party secretary- 
general has been the only impressive mem- 








ment’s view and to common sense. The 
Socialists appear ready to compromise 
with the Russians over the Northern Ter- 
ritories—the four Japanese islands seized 
by Russia in the last days of the second 
world war. The government insists on 
having them back. The Socialists have 
been making noises about accepting Mos- 
cow’s offer to return the two most insig- 
nificant islands in exchange for a peace 
treaty and more cultural exchanges. 

The biggest fight between the Social- 
ists and the Liberal Democrats will be 
over the 3% consumption tax. Both the 
Socialists and Komeito promised to scrap 
the tax, and will introduce a bill to repeal 
it. The government will throw this out. To 
placate the opposition, it is likely to offer 
exemptions for fresh food and per- 
haps health and education fees, 
while closing loopholes that let 
small businesses increase prices but 
wriggle out of paying the taxman. 
That will hurt the Liberal Demo- 
crats further. The loopholes were 
put there to appease the small re- 
tailers who normally support them. 

Most Socialists agree that state- 
controlled economies have failed 
miserably. There is a fringe that dis- 
agrees, but Miss Doi knows that 
dogma is the last thing Japan’s in- 
creasingly rich voters would stom- 
ach. Still, a shift to the left looks 
like making Japan more conserva- 
tive and protectionist, particularly 
in matters of trade. Such are de- 
mocracy’s perils. 






































ber of Mr Uno’s short-lived administration. 

The party wants a new prime minister in 
place quickly, before an extraordinary ses- 
sion of the Diet that has to be squeezed 
before the autumn. The countdown for tne 
lower-house election has already begun, and 
the party leaders want a package of political 
reform bills on the books as soon as possi- 
ble. It is, however, likely to get lost in the 
rumpus caused by the Socialists' plans to in- 
troduce legislation in the upper house to 
abolish the consumption tax (see box). 

The Socialists’ aim in the ensuing con- 
fusion will be an early dissolution of parlia- 
ment. The government would like to hang 
on as long as possible—until next May or 
even June, when an election has to be held. 
But with guerrilla warfare now likely in the 
Socialist-controlled upper house, that op- 
tion may have already been foreclosed. How 
the Liberal Democrats fare in any autumn 
poll depends critically on who is chosen as 
Japan's new prime minister. And on how 
the heroine of the Socialists does at making 
her party look like a party of government 
and not just a vehicle of protest. 
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FROM OUR PARIS CORRESPONDENT 





(€ A LL we agreed on was the food,” Prince 
00 TY Sihanouk reported of his meeting 
^ on July 24th with Mr Hun Sen, the prime 
. minister of Cambodia's Vietnam-backed 
- government. They met at a chateau in a 
~ Paris suburb to clear the ground for an inter- 
national peace conference on Cambodia 
hat France is sponsoring. lt is due to open 
in Paris on July 30th. 
a Outwardly, the talk between prince and 
=> prime minister went little better the next 
-> day, when they were joined by Prince Siha- 
-` nouk's partners in the anti- Vietnamese re- 
-. sistance—Mr Son Sann, an elderly ex-prime 
mínister with a small army, and Mr Khieu 
—. phan, the presentable face of the Chi- 
~~ wbacked Khmers Rouges, under whose 
- bloody rule in 1975-78 more than 1m Cam- 
.. bodians died. Both the prince and Mr Hun 
— Sen spoke of complete disagreement. The 
prince, a man of moods and masks, even 
talked of not going to the conference. 

Yet little about the prínce or his country 
is quite as it seems. His French hosts, who 
know him of old, refused to be cast down. 
"None of us thought a settlement would 
drop from the sky,” one of them said. Once 
a seating arrangement for the four Cambo- 
dian factions could be settled, French diplo- 
mats were confident the conference could 
gtart work. So were Mr James Baker, Ameri- 
ca’s secretary of state, and Mr Edward 
Shevardnadze, the Soviet foreign minister, 
both of whom confirmed they would be at- 
tending. Other countries invited include 
Britain, China and France; the six countries 
of the Association of South-East Asian Na- 
rians: Australia, Canada, India and Japan; 

L of course, Vietnam. 
*. Some countries felt it would have been 
better to square the Cambodians and the 
Chinese before so large a gathering assem- 
bled. Yet they have deferred to the French, 
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who have sponsored previous conferences 
on Indochina, where they were the colonial 
power. (Appreciation of the risks, rather 


than confidence in French diplomacy, may 


be why President Mitterrand has left Cam- 
bodia so much to the Quai d'Orsay, the 
Frerich foreign office.) After a two-day min- 
isterial session the conference is supposed to 
break up into three working parties dealing. 
with the Vietnamese withdrawal, a political. 
settlement and economic reconstruction. 


-> The Vietnamese have said they will pull. 


out the rest of their troops by the end of 
September. Mr Hun Sen announced this 
week that his Vietnamese protectors would 
go by September 27th, three days earlier 
than previously announced. One of the con- 
ference's jobs is to set up an "international 
control mechanism" to make sure they go. 
Prince Sihanouk doubts they will. He says 
that 100,000-130,000 Vietnamese soldiers 
have been absorbed into his country as fake 
civilian settlers or fake Cambodian soldiers. 
. The harder question is a settlement 
among the Cambodians themselves. Prince 
Sihanouk and Mr Hun Sen sound far apart 
on almost all the steps towards reaching 
peace and keeping it. Before accepting a 
ceasefire, the prince wants agreement that 
the armies of each faction, including Mr 
Hun Sen's, will be cut to 10,000 men and 
merged in a single Cambodian force. Mr 
Hun Sen wants a ceasefire without condi- 
tions. The prince says he wants a large inter- 
national peacekeeping force, preferably un- 
der the United Nations, which could stay 
five years or longer. Mr Hun Sen would tol- 
erate at best a small peacekeeping force, and 
certainly not one under the UN, where the 
resistance coalition holds Cambodia's seat. : 

Much of this could be resolved if the 
prince and Mr Hun Sen were the only ones 
involved. In previous talks they have come 
close to agreeing on important 
details of a new government 
for Cambodia: disbanding the 
current rival governments, 
drafting a new constitution 
and holding an election. 

The problem is the 
Khmers Rouges. Mr Hun Sen 
is against including them, at 
least at first, though he says 
they could not be kept out of a 
government if enough Cam- 
bodians voted for them. The 
prince says he wants the 
Khmers Rouges in from the 
f start. Excluding them, he 
B —— thinks would reignite civil 
E M war; without guns, they would 
dSihanouk be humbled in an election. 


That 




































































sounds like br: 
keeping force really materialises. — 

Both the Russians and the Ame 
are keen for a settlement. The lapanes 
Australians and the Thais want to hel; 
build a peaceful Cambodia. Yet how 
such help bring peace? Success at the cot 
ence will depend partly on China—will i 
cept the withering away of the Khi 
Rouges?—and partly on the willingnes 
outsiders who want peace to provide 
army that may have to fight for it. 





India 
Gunning for 
Gandhi 


FROM OUR DELHI CORRESPONDENT 





T^HE prime minister of India is 

out to be the opposition's best f 
week ago Mr Rajiv Gandhi's Congress 
seemed set to win the forthcoming 
election, now at most five months aw: 
opposition, a National Front made up : 
gional parties and some smallish natio 
ones, and led by Mr Gandhi's former 
nance minister, Mr Vishwanath P 
Singh, was deeply divided. s 

This week the opposition was unite 
All its members in the lower house of parli 
ment were in the process of resigning the 
seats. It was an unprecedented show of: 
darity involving the entire opposition, from 
the Hindu right-wing Bharatiya Janata p: 
to the Communist party of India (Mar 
On July 24th 73 opposition member 
signed. The remaining 35, most of wh 
were away from Delhi, were expected to 
low suit. 3 

The protest was intended to draw at 
tion to a corruption scandal. In 1986 the 
fence ministry decided to buy guns mad 
Sweden's Bofors company in preferenc 
French guns that had been the army's o 
nal choice. India's auditor-general was as 
to report on the transaction. His report 
ready in March, but Mr Gandhi delay 
presentation until last week. He the 
clined to attend parliament to answer 
tions the report raised. B 

The report notes "grave irregui 
in the way the guns were bought. 
gives indirect support to an allegatioi 
Bofors had been chosen to supply t 
mainly because of the kickbacks 
promised to a host of intermediaries, 
of them close to the Congress par 
Gandhi was defence minister as w 
prime minister when the deal was sign 

In parliament members of the Con 
party abused the auditor-general. One 
mer minister said the wretched offic 
should be “kicked in the bottom”. X 
bers of the opposition responded by say 
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the Congress party was arrogant, and had 
 dwindling regard for democratic institu- 
tions. Then they walked out. 
— . Until last week Mr Gandhi had man- 
. aged to push the issue of corruption aside. 
Now it is back in the headlines. His careful 
. wooing of the voters—by such things as low- 
ering the voting age to 18 and creating 
. elected village councils—may turn out to be 
. a wasted effort. 

Mr Gandhi's election timing may also 
have gone wrong. It was thought he had de- 


cided to hold the election two months ahead 
- of schedule, at the end of October or the 
— beginning of November. By demanding an 
.. immediate election the opposition has up- 
_ staged him. The prime minister must now 
- choose between going for an early election, 
-as the opposition demands, or dragging out 
- the life of the rump parliament until the last 
- possible day, hoping that things will start go- 
_ ing his way again. 

— . [f he delays, his aim will be to try to shift 
the voters’ gaze back to his reform pro- 
. gramme. One part of this programme con- 
- sists of changes to the election system for ag- 
ricultural co-operatives. These co-ops, 
_ particularly in sugar, cotton and some other 
- cash crops, wield enormous influence over 
farmers’ lives. Their lack of accountability 
. has turned them into the private preserves 
- of party bosses in the states. Mr Gandhi 
. might push a co-op reform bill through par- 
 liament in the hope of repairing at least 
. some of damage to his party. 

— He may also play the patriotic card. By 
= midweek Mr Gandhi had yet to respond to 
the letter from Sri Lanka's President 
Ranasinghe Premadasa offering to compro- 
. mise on his earlier demand that India with- 
- draw its 45,000 troops from the island. In- 
-. dian soldiers had been moved to the south 
- of India and an aircraft carrier sent to the 
- waters near Sri Lanka. It could prove an in- 
- teresting end of July both for Mr Gandhi 
- and for those who would unseat him. 
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Hope abandoned 
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'FROM OUR SOUTH-EAST ASIA CORREPONDENT 


-AFTER brief flurry, Burma appears to be 
— L X retreating back into the isolation that 
has marked much of its 27 years of army 
. rule. In recent days anyone outside the 
. Country trying to telephone Rangoon has 
- failed. The government seems to have closed 
down communication with the rest of the 
- world. 

. . The reason for the shutdown is that the 
. army does not want an audience for any ac- 
tion it may take against the country’s de- 
. mocracy movement. The anniversary of last 
—. September's rising, when crowds of 1m and 


. more demonstrated in Rangoon and Man- 
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Suu Kyi stumps for democracy 


dalay asking for free elections, is approach- 
ing. General Saw Maung, who became Bur- 
ma's leader on September 18th, is deter- 
mined that the protests will not be repeated. 

He dealt with a demonstration planned 
for July 19th. That date commemorates 
Martyrs Day, when nationalists who died in 
the final days of British rule are remem- 
bered. One such is Aung San. His daughter, 
Miss Aung San Suu Kyi, Burma's main op- 
position leader, called off a march because, 
she said, the army filled the streets of Ran- 
goon with soldiers and "prepared literally a 
killing-field for the people." General Saw 
Maung's soldiers killed about 1,000 people 
when he took power. The general has prom- 
ised elections in Burma by early 1990. Few 
believe him. They assume he is under orders 
from General Ne Win, who took power in 
1962. Ne Win has officially retired, but is 
thought to be still in charge. 

Any assembly of more than five is now 
banned by martial law. On July 20th Miss 
Suu Kyi and her deputy in the National 
League for Democracy, Mr Tin Oo, were 
placed under house arrest for attempting to 
"destroy the armed forces and revive anar- 
chy". The government says her “panic- 
mongering" has made people hoard rice, 
whose price has doubled in a year. 

Miss Suu Kyi would probably be voted 
in as Burma's new leader in a free election, 
beating other possible contenders such as U 
Nu, a former prime minister, and General 
Aung Gyi, who was expelled from the Na- 
tional League for Democracy when he said it 
hadtcommunist connections. She has man- 
aged to get the support of many of the 200 
or more parties that have sprung up in 
Burma. But Miss Suu Kyi could be under 
house arrest for some time. One Burmese of- 
ficial said her detention might last a year. It 
could then be renewed. 
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This is a worrying portent for students 
who took part in last year’s demonstrations. 
Many of them fled to Thailand, but re- 
turned when Burma promised no reprisals. 
Some have stayed near the Thai border, un- 
der the protection of Karen tribesmen at 
war with the Rangoon government. The 
government is trying to identify them by 
asking parents to report missing students. 

The campaign against the dissenters is 
more than a mere demonstration of power. 
It marks the end of the hope that the gov- 
ernment might peacefully retire, instead of 
holding on in the teeth of protest. 





Boat people in Hongkong 


A new ordeal 


FROM OUR HONGKONG CORRESPONDENT 


NE way to deal with Hongkong's t - 

wanted boat people would be to bully 
them so much that they would be glad to get 
back to Vietnam. They may think that this 
is what is in the minds of the Hongkong gov- 
ernment and its British masters. The boat 
people are living in appalling conditions in 
makeshift camps. One camp is on an island 
with no running water. Another has been 
thrown together on an old airstrip. 

Then there are allegations of bullying 
proper. Hongkong policemen have been ac- 
cused of using undue force against old peo- 
ple, women and children at the Sek Kong 
temporary detention centre on July 23th, 
One man died in the fracas. No one has sug- 
gested publicly that the violence was 
planned. The police say they were attacked 
by mobs of boat people at Sek Kong. Ten- 
sion is high in the camps, partly because the 
refugees do not want to return to Vietnam. 
The local office of the United Nations Hieh 
Commissioner for Refugees investigated | 
Sek Kong incident and was due to report to 
the Hongkong government on July 27th. It 
was expected to criticise the police. 

Hongkong is desperate to get rid of the 
boat people, who now number more than 
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83rd NORTH-WEST-GERMAN STATE-LOTTERY, WEST GERMANY 
83. STAATLICHE NORDWESTDEUTSCHE KLASSENLOTTERIE 
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Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN 
STATE-LOTTERY. Extraordinary! More than every 3rd 
ticket-number wins guaranteed within the period of the 
lottery. Total winnings for the 83rd lottery will amount to 
about 241 million DM or $ 1379 million. The Super- 
Jackpot by itself amounts to 32 million DM. 


The maximum Super-Jackpot 


alone comes to 2 x 3 million DM. 





The prize-money is paid in DM, one of the strongest cur- 
rencies in the world. The lottery runs over a period of 26 
weeks. One drawing every week. That means 26 draws 
and 26 chances in total to become a millionaire! The price 
money increases from draw to draw. All draws are super- 
vised by state auditors. 








E ; It's easy to participate: 
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K @ Please send us the order coupon - or if missing - a 


The 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 


Mail to: Walther Ruge - Heidenkampsweg 32 - D-2000 Hamburg 1 - West-Germany 
Order-Coupon — — — — — ——— — — = 
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letter. 


Attach payment for the tickets you want, using either 
cash by registered airmail-postage, international post- 
al order, personal cheque, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after 
receipt of the invoice. 


We send you the tickets, further information and the of- 
ficial draw schedule. After each class you receive the of- 
ficial winning list as well as your ticket for the next class. 


Within days you will be notified each time you win. Your 
prize-money will be transferred by cheque to any place 
you wish to. The prize-money is paid to you free of Ger- 
man lax and the whole amount will be paid without any 
deductions. You remain absolutely anonymous. 

We guarantee fast, reliable and confidential service 
world-wide. 














This is why it is interesting for you to join 
the lottery: 241 million DM prize money 


2 x 3 million DM as maximum prize-money 
2 x 2 million DM 


22 x 1 million 
and in addition: 


279.999 x prizes up to 500.000 DM 





Only 700.000 tickets from the basis of the lottery. Out of these 
tickets 280.025 numbers win in the course ofthe lottery: So, we can 
guarantee winnings for more than every 3rd ticket-number! 





The 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 





Mail to: Walther Ruge * Heidenkampsweg 32 - D-2000 Hamburg 1 - West Germany 


Please write in German O English O Mr. O Mrs. O Miss O 
Clear letter-printing please 


First name 


Surname 


P. O. B. 
City 
Country 
Charge my O DINERS CLUB CJ AMERICAN EXPRESS 
Handling charges for payment by credit card 6%. 

Name of Card Holder 
Acct. No. 
Expiration 


C] EUROCARD O VISA 


Sianature 
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Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket or 25% with a 1/4 ticket. Don’t 
forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 






Please fill in the number of tickets you want to order with 
this coupon 


d d 
a: 
ABER 


Secure your chance to win now! Mail your coupon today! 
" Your prize money will be transferred confidentially by cheque to any adress or bank in 


any part of the world. Payments through personal cheque in DM, £, or US $ will be 
accepted or through a bank draft, American Express, Diners Card, Eurocard, Access, 


Master Card or Visa. 


The quoted US $ or £ equivalents are only a rough estimate. 
For exact exchonge rotes please ask your bonk 


DM 741,- (approx US $ 395,- ou £ 247,-)* 
DM 381,- (approx US $ 205,- ou £ 128,-)* 


1/4 ticket | DM 201,- (approx US $ 113,- ou£ 70,-)* 







All prices are for the whole lottery including air mail postage and winning list after each 
month. No additional charges! Valid only where legoll 


Valid only where legal. Not available 
to residents of Singapore 
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, Pottery and jade 
| 
| .. FROM OUR CHINA CORRESPONDENT 


é CANNOT forgive or disre- 


I gard the conduct of the Chinese 
|| government, and we must find ways to 


|| demonstrate this attitude.” In a speech 


| 
[D 


| this week Mr Andrei Sakharov thus be- 
| came the latest outsider to "meddle in 


|| China's internal affairs”. He followed the 


| American Senate, which earlier this 
| month voted for stronger trade sanctions 
| against China than President Bush was 
|| willing to impose, and the rich countries’ 
| leaders at the Paris summit, who de- 
| nounced China for the Tiananmen 
|. Square massacre in June. 

| Foreign indignation is risk-free. Mr Sa- 


||. kharov did not care that the Chinese dele- 


gates in his audience walked out. And 


|| China needs its western and Japanese 


|| creditors at least as much as they need it. 


i 


| For those nearer China, there are dan- 
| gers in tweaking the mainland tiger’s tail. 

. Listen to the commentary by Ai Zhong 

| (the pseudonym means "Love China") in 
f: China’s official newspaper, the People 5 
D Daily: 

— In Hongkong, there is a legislative councillor 
who always advocates opposing communism 
with democracy. After the turmoil in Beijing, 
he openly called on the Hongkong people to 

|| ^ rise and overthrow the central government. 

. Recently, he sneaked into the United States 

. to testify at a hearing of the Human Rights 

| . Committee of the Us Congress. He appealed 

| to the US to reinforce its economic sanctions 
| .onthe Chinese government “in hope the ter- 
 Torist regime in Beijing may be 
overthrown” ... Some people have set up 

an "underground network" in Hongkong, 
plotting and helping counter-revolutionaries 

on the mainland to sneak into the territory 

and then transferring them to other 


| countries. 


| | The Chinese government would pre- 
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50,000. The local Chinese say Hongkong is 
theirs and the Vietnamese should keep 
out—especially the poor northerners who 
are most of the ones arriving in the colony 
now. More reasonably, Hongkongers also 
argue that it is accepted practice for coun- 
tries to repatriate arrivals who are not politi- 
refugees but simply people in search of a 
better life. Most of the boat people are 
deemed to be such “economic migrants’ — 


if such a distinction can be made in Viet- 


nam's case. Hongkong sends Chinese back 
to China. America sends Mexicans home 
(though home in that case is not commu- 
nist). Why should Hongkong not force the 
Vietnamese back? 

_ With this in mind, the Hongkong gov- 
ernment started screening the Vietnamese 


in June last year, with a vague kind of ap- 
D 28 
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sumably argue that it is simply countering 
interference in its own affairs. As the Peo- 
ble 5 Daily put it, "Hongkong compatri- 
ots may .. . oppose the practice of social- 
ism in Hongkong, but they must . . . not 
oppose the practice of socialism in the 
mainland." Fair enough, perhaps. But the 
article also said that no "subversive activ- 
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Is Lee’s free speech subversion? 


ity against the central people’s govern- 
ment [should] be allowed in Hongkong." 
The People 5 Daily seemed to hint that 
calling for faster democratisation of the 
colony than China was willing to contem- 
plate would qualify as such "subversive 
activity". 

Everyone knows who the main targets 
of the diatribe are: Mr Martin Lee, a mem- 


proval at the time from the UN refugee peo- 
ple. About 90% of the Vietnamese so far 
screened have been designated as economic 
migrants, and 22 of these are awaiting re- 


patriation. They do not want to return but 


seem to have agreed, under pressure, to go. 
Two batches of genuine volunteers have al- 
ready been returned to Vietnam. 

The UN team in Hongkong is critical of 
the screening process. A handful of officers 
process tens of thousands of cases. The ap- 
peals procedure amounts to little more than 
a second look at documents, and the Viet- 
namese cannot defend themselves in 
person. 

None of the boat people can be sent 
back until, or unless, Vietnam agrees. Pub- 
licly, Vietnam’s foreign minister, Mr 
Nguyen Co Thach, has said that his country 









ber of Hongkong’s Legislative Council, 
and his fellow legislator Mr Szeto Wah. 
Mr Lee, one of Hongkong’s most success- 
ful lawyers, says he is not concerned: 
"What we're doing is exercising our free- 
dom of expression, which is permitted un- 
der our laws.” Mr Szeto is also defiant: “I 
would rather be a shattered piece of jade 
than an unbroken piece of pottery." 

The thought of being shattered makes 
most Hongkong worthies uncomfortable, 
which is why the local establishment is al- 
ready reverting to its traditional "pragma- 
tism". Just after the Tiananmen Square 
massacre, Hongkong’s luminaries all 
seemed to leap on Mr Lee’s democracy 
bandwagon. Several are now trying to 
jump off, arguing—as they used to—that 
going too fast will make China angry and 
Hongkong unstable. 

The debate on democratisation will in- 
tensify. Only the colony’s most confirmed 
optimists (understandably, they are now 
few) believe that China’s political distur- 
bance is over. As the struggle for the suc- 
cession to Mr Deng Xiaoping rages over 
the coming years, will a quicker shift to 
democracy shield Hongkong better or ex- 
pose it more to blasts from the north? 

The view of the British government on 
this remains cryptic. After the massacre 
Sir Geoffrey Howe, then Britain’s foreign 
secretary, suggested that democracy 
would be brought to Hongkong faster. 
But the British government has kept mum 
in public about the People’s Daily 5 swipe 
at civil liberties in the colony. Sir Geof- 
frey's fall as foreign secretary will not be 
mourned in Hongkong. No one knows 
what—if anything—his successor, Mr 
John Major, thinks about the place. With 
the number of would-be emigrants from 
Hongkong sharply on the rise, and China 
increasingly cross about the democracy 
movement there, it may not be the most 
rewarding part of his new job. 





(like America) is opposed to enforced re- 
patriation. But talks going on between Brit- 
ain and Vietnam might lead to a deal to take 
them back providing the word “manda- 
tory" is not mentioned. Vietnam is desper- 
ate to get international recognition and the 
aid and credit that would go with it. A deal 
with Britain could pave the Way. 

The UN might go along with such a deal 
if its officials could monitor the refugees 
when they back got to Vietnam, to check 
that they were not punished. The UN already 
has a man in Hanoi looking into the fate of 
those who went back earlier. It would like 
the voluntary scheme to be given a chance 
before what it calls “other measures” are 
used, But the countries concerned may not 
wait. 7 
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A Unique Building 


A Unique Opportunity 


FOR SALE BY TENDER 


Australia's Finest 
Development 


Sydney... Only one city, one harbour 
in the whole world looks like this. 
And it looks like this from one 
building only. Designed for Bond 
Corporation by internationally 
acclaimed American architects 
Kohn Pedersen Fox in conjunction 
with Travis Partners, the building, 
one of Australia's largest at 73,000 
square metres, will occupy the last 
great site in the commercial heart 
of Sydney. As a building it will 

be unique in Australia, an elegant 
tower constructed without 
compromise. From almost every 
floor will be views of city and 
harbour that can never be built out. 
On completion in December 1991 
it will unarguably be the finest 


modern building in Australia. 


Tenders are invited for outright 
purchase or equity participation 
from major developers, financiers 
and investors. Tenders close at 4pm 
Wednesday 18th October 1989. 


Enquiries should be directed 
to Mr Robert McCuaig of 
Colliers International, Sydney 
Telephone (612) 257 0222. 


Fax (612) 251 3297. 


Or to Mr Chris Brown of 


Jones Lang Wootton, Sydney. 


Telephone (612) 251 5888. 
Fax (612) 232 8120. 
Alternatively you may wish to 
call Bond Corporation direct 
on Sydney (612) 231 1311. 





LSA 1597 


Brunei 

jati Transport Sdn. Bhd 
Bandar Seri Begawan 2606 
Darussalam 

Tel. 02-41 763 


Hong Kong 

"ung Fu Company Ltd 

jonaventure House 

eighton Road 
5-8957288 
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Indonesia 

P.T. Star Motors Indonesia 
jl. Let. len. S. Parman 79B 
Slipi, Jakarta 10001 

Tel. 021-593721 


Japan 

Mercedes-Benz Japan Co. Ltd 
SVAX TT Bldg., 3-11-15 Toranomon 
Minato-ku 

Tokyo 105 Japan 

lel, 03-578-3270 


Korea 

Han Sung Motor Co. Ltd. 
Kyungseo Building 
514-10 Shinsa Dong 
Kangnam-Ku, Seoul 

Tel. 02-548-3421 





The design engineers at Mercedes-Benz are committe 
to producing cars of absolute quality which offer the best. 
possible performance in all driving situations. E 

Each feature and every detail must contribute to the . 
final goal. | | 


There is an almost obsessive rejection of casu 
and workmanship: each part is painstakingly designe: 
relentlessly tested and manutactured with meticulous : 


The goal is perfection = 
Consider, for example, the simple but elegant dash- _ 

board. Going completely against the current fad for curvec 

"cockpit" styles, the Mercedes-Benz dashboard is straight 

because exhaustive testing of various shapes has proved _ 

that this is the safest. The classic wood panelling is also not 
| quite what it seems. In potential impact points the “wood” - 
| is in fact a veneer over a carefully designed padding of 
polyurethane foam with an aluminium backing. Under very 
severe impact, it might split, but unlike solid wood it will - 
not break into dangerous splinters. 
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The gain is the driver's 
Nothing is left to chance. Look closely at the tailights: _ 
when the car is in motion, those small grooves promote an _ 
airflow that removes all surface dust from the lens. Small — 
wipers clean the headlights. Even the exterior mirrors have _ 
heating elements to remove condensation. Ue 
Loo MM It may take several years and many hundreds of 
Lal an | thousands of working hours to develop a new model 
Mercedes-Benz, but the owner knows he can count on the. 
car to give leading edge performance, endure and maintair 
its value better than any other car, and providecountless 
hours of driving pleasure and satisfaction. E — 
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OR. years, America has oscillated be- 
een three excuses for spacefaring. 
is pure exploration, suitably expressed 
rds like destiny and frontier. This, plus 
mpetition. with Russia, is what took 














mundsen and Edmund Hillary. The 
S ene usually the excuse of last 


i. that hat followed Apollo; the favoured com- 
:; parison here was with Christopher Colum- 
. - bus. President George 
. - Büsh's speech on July 20th, 

recommending a return to - 
the Moon asthe first stop 
on a trip to Mars, marksthe 
success of a long campaign 
by space-boosters to aban- 
don the excuse of come 
merce and return to that of 
exploration. 

The success of commu- 

ə nications satellites first gave 
NASA the idea of making 
money from a space station 
that was part garage and 
part workshop. The failure 
of the space shuttle to re- 
duce launch costs and the 

‘k of interest from manu- 
|. zurers in a workshop 
Whose raw materials cost a 
minimum of $5,000 a kilo- 
gram (the launch costs) had scotched the 
<. idea of a commercial space station even be- 
<- fore Challenger exploded. Immediately after 
that, Mr Tom Paine's National Commission 
E on Space argued that exploring the universe 
-was America’s destiny. Two years later Mrs 
n Sally Ride, an astronaut, echoed the theme 

| jn arguing for manned exploration of Mars 
:-— in her farewell report to NASA. Yet neither 

- report caught the public imagination. Mr 

- Bush's speech, despite the fact that he set no 
timetables and asked for no money, did. 
- $1 The commerce excuse was almost en- 
! titely absent from Mr Bush’s speech. There 
was nothing about mining the moon’s min- 
 erals, much about the destiny of the human 
- species to spread beyond earth. Vice-Presi- 
dent Dan Quayle, chairman of the National 
‘Council, still likes to cite NASA’s dubi- 
/ claim that spacefaring has paid 














: ause it is there 


Apollo to the moon in the tradition of 


third is commerce, which until: 
recently was the justification of everything 


for itself eight or nine times over, but this is 
no longer the fashionable argument. 

_ Mr Bush's plan, which he now passes to 
Mr Quayle's Space Council for further 
study, is to build a space station in the 
1990s, a moon base in the next decade and 
thence to Mars some time after that. The 
cost, says Mr Richard Darman, the budget 
director, would be about $400 billion, which 
is either a mere 15 months' expenditure by 
the Pentagon, or a steep $2,000 a head, = 
pending on how you look at it. 





If this all sounds a bit vague, it is. Demo- 
crats have been competing to mock Mr 
Bush’s lack of precision. The winning en- 
tries: Senator Albert Gore's "a daydream as 
splashy as a George Lucas movie"; Repre- 
sentative Richard Gephardt’s "there's no 
such thing as a free launch"; and Represen- 
tative Leon Panetta's "You can't go to Mars 
on a credit card”. 

According to Dr John Logsdon of 
George Washington University, this is a 
bum rap. To go to Mars in the next century 
does not require a lot of new spending now. 
NASA's budget has risen 2096 a year for two 
years, to about $11 billion in fiscal 1990. 
That puts it on course to hit $30 billion a 
year by the turn of the century, which is 
about right (and would be less than 396 of 
the federal budget compared with 496 for 
Apollo). Between now and 1995 NASA will 








need about $20 billion to b * 
station, which is in its budget plans 
or take a little in the House App 
Committee, it will get this. Heavy 
ture on the equipment needed for 
base or a Mars trip will be needed on 
1995, when the space station is comy 

The obvious place to get the m 
from the Pentagon, which is trying t 
decent way to bury the Strategic: D 
Initiative without waking up its con 
fans. Át.the beginning of the.1980 
g and de Defence De arti 
























to cut the SDI id fo 
quest for $4.9 billion to $3.1 b 
cation of how. vulnerable the 
now is. MR 































"used. ins Mes 
ways that to tà 
from raids space 
for civilian. o ines i 





testifying. before heb 
comimitiée; hadt à 


ets, especially the unmanned versi. t 
shuttle and the advanced solid-fuel 
that lift it. (The rockets are safe fre 
gressional attack, since they will b 
the district of the House Appt 
Committee chairman, Mr Jam 
NASA will also need to test hur 
for long stays in space, and deve 
tained ecosystems to sustain and 
nauts on the (at least) 14-month r 
to Mars (see box on next page). 
As for getting to Mars, and e 
when there, NASA has already t 
$40m-a-year “Pathfinder Project". T 
is to design Mars rovers, photovoltai: 
stations, orbiting fuel depots, elect: 
pulsion engines, aerobraking shie 
landing on Mars and all the other par 
nalia it reckons it will need. Us 
An unmanned: probe, Mars Obs " 














































ary exploration, after a long lapse i in 
80s, is getting under way again. Voy- 
call on Neptune before it leaves the 
ystem will be in August: it was 
d in 1977. Magellan is now on the 
Venus; Galileo will start for lupiter 
ber; Europe's Ulysses is supposed to 
“the sun next year from the shuttle. 
iat Come missions to a comet and an 
id, followed by a probe with the Euro- 
othe most earth-like of all the "plan- 
turn’s giant moon Titan. 

this. list demonstrates, commerce 


left. behind by these latter-day 


Y A HILLSIDE near Oracle in Ari- 
ona, just where the Sonoran 
rt meets the mountain grasslands, 
| secluded ranch that once belonged 


) it will be the site of an unusual ex- 
riment. Eight people will enter a sealed 


t leave again for two years. During 
hat time they will get nothing from the 
utside save sunlight and central heating 
ot cooling). All the air they breathe and 
he.food they eat will be recycled: within 
he structure. For the first time in his- 
tory, these pioneers will be living in a 
closed system separate from the earth's. 
t is called Biosphere-II (the planet earth 
is Biosphere-l). 

- NASA is taking an interest in the ex- 
periment because of its obvious lessons 
or life in an isolated station, months 
m rescue or replenishment, on a 
lanet such as Mars. Not that it envisages 
inching into space an object as large as 
iosphere-ll, which comes complete with 
own little rain forest, desert, marine 
 savannah and marsh. But the 
roject is already teaching potential 
pacefarers that self-sufficiency on am 
ther planet is a good deal tougher to ar- 
ge than they might have hoped. 
There have been shorter closed-sys- 
m. experiments before. The Soviet 
ios-3 project has kept people inside 
tructures for as long as six 
jonths—although some food was im- 
rted. The test was aborted when trace 
rogenous gases built up to dangerous 
els. At Cape Canaveral, NASA has be- 
n experiments with closed ecological 
ells of a size that might be taken into 
pace. In a test module at the Arizona 
anch, one human guinea pig has spent 
e days in in an n entirely closed irse, But 








eds t to be sent to abe back a sampl n 


Countess of Suffolk. In September . 
— The whole structure will be kept under 


cture covering three acres; they will | 
more likely to escape than intrude if a 


< principally to turn carbon dioxide back 





- science will be allow 


“feast a back s seat in the craft. Scientists have 


grown far more sceptical of the need for men 
in space, especially since the Challenger ac- 
cident left so many of their experiments 
stranded on the ground. They would hap- 
pily settle for more unmanned planetary 
missions, a few robotic landings and some 
orbiting remote-controlled laboratories. 
They are especially happy with NASA’s "Mis- 
sion to Planet Earth", one of Mrs Ride's 
best ideas, in which a series of satellites will 
study the atmosphere and the earth's sur- 
face for ecological reasons. 

But NASA is determined to dream up sci- 
entific schemes that require people, such as 
a huge telescope on the back side of the 
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Biosphere-Il itself will operate long 
enough for the inhabitants to grow their 
own crops and rear their own livestock. 
The hardest part of designing the bio- 
sphere has been making it leak-proof. | 
$ 
slight positive pressure by weights resting 
on two elastic “lungs”, so that gases are 


tiny leak is sprung. Recycling the air, 


into oxygen, and recycling the water to 
extract nutrients and impurities, will not 
be hard. Evaporated water from the 
"ocean" will feed the “stream” in the 
"rain forest". More difficult will be recy- 
cling the organic matter so that all the 
waste is turned back into food via the 


— plants and none lingers in the air, the wa- | 


ter or as solids. 

Helping the eight people 
inside—they will be chosen for their 
complementary skills and equable 
personalities—will be a flock of jungle 
fowl, a herd of African pygmy goats, 
some tilapia fish, Vietnamese pygmy pigs 
and perhaps Mexican mini-cows. More 
than 150 cultivars of crops will be 
planted, starting this year, so that there is 
food ready to harvest when the experi- 
ment begins. For variety or in despera- 
tion, the inhabitants will be able to seek a 
little extra food in the wild areas: there 
will be 3,800 species in the biosphere. 

Biosphere-ll is designed to last for 100 
years so that more experiments can be 
done in it. Its base is made of thick con- 
crete and steel to stop roots and animals 
breaking in. The whole project, financed 
by venture capitalists, will cost about 
$30m. The investors hope to recoup 
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equipment—as well as generating lessons 
for future Martians. 
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their outlay in the sales of environmental | 
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plainly consider the argument between men 


and robots to have been won by men. 

American men, that is. Russían experi- 
ence in long stays in orbit and with cheap, 
heavy-lift rockets would mesh well with 
American expertise in robots, sensors, com- 
munications and computers. A measure 
written into the NASA authorisation bill calls 
for a 16-member commission to investigate 
the possibility of co-operation with the So- 
viet Union, Europe and Japan in planetary 
exploration (the same measure was removed 
last year under threat of Mr Reagan's veto). 
But, while Mr Bush did not wholly rule out 
co-operation with the Soviet Union, he did 
stress the need for America to be the pre- 
eminent partner. Mr Quayle called space 
"America's last frontier”. 





Shadowed suspect 


Spies 
The case of the 
briefcase 


WASHINGTON, DC 


jus strange case of Mr Felix Bloch, al- 
leged Soviet agent and known American 
diplomat, is best illustrated by the cavalcade 
that left his Washington house on July 22nd 
for New York. In the lead was Mr Bloch, 
travelling asa free man. Immediately behind 
came the FBI. Bringing up the rear was a car 
belonging to the Soviet embassy. 

The State Department spokesman says 
that a breach of security has (not might 
have) occurred and that it suspended Mr 
Bloch from his duties in its European and 
Canadian bureau on June 22nd and re- 
moved his diplomatic pn ido But Mr 
Bloch not only remained at large but even 
represented the State Department at an At- 
lantic Council seminar on July 18th. The rai 
shadowed him and staked out his house. 
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body t ry on July 

to ABC New oe was ; told that a video- 

` tape existed of Mr Bloch handing a briefcase 

“to a Soviet agent in Paris. (ABC promptly 

recreated the incident "in Vienna" for its 
¿= -broadcast without, at first, admitting its 
ooo fuzzy film was a simulation.) 

: Who tipped off the media? Tus your 
: * pick from five current theories. First, some- 
i- body in the State Department who knew 

~~ about Mr Bloch's suspension. Second, 

-. somebody in the FBI or Justice Department, 
- who thought the only way to scare Mr Bloch 

into self-incrimination, or at least destroy 
his usefulness to the enemy, was to expose 
him to the glare of television lights. Third, 

- Mr Bloch's family, concerned that he might 

be unfairly treated. Fourth, neighbours who 

noticed men in raincoats sitting in nonde- 
script cars reading newspapers outside his 
house. Fifth, the KGB, which wanted to use 
emature publicity to abort the investiga- 
in before the FBI had enough evidence (the 
administration says the KGB tipped off Mr 
Bloch that he was being investigated with 
the melodramatic words: “A bad virus is go- 
ing around and we believe you are 
c infected"). 
^ Mer Bloch is the most senior American 
to be implicated in a spy scandal: he had ac- 
cess to most of President Bush's strategic re- 
view of policy towards the Soviet Union. He 
is also, by all accounts (even those of his 
friends), a bureaucrat's bureaucrat who 
verges on the boring. No motive has yet 
been suggested, apart from the rather un- 
likely one that he was unbearably frustrated 

? at always finding himself subordinate to an 

incompetent ambassador appointed for po- 

litical or financial reasons. 
This came to a head in Vienna, where 

Mr Bloch was from 1981 to 1987, first under 

the eccentric Mrs Helene von Damm and 

then under Mr Ron Lauder, who is now run- 
1g for mayor of New York. Between the 

0, Mr Bloch was acting ambassador for 

ten months. He was close friends with Mr 

Alois Mock, Austria's foreign minister, 

which: irritated the less-well-connected Mr 

Lauder, who had him sent home. 

Tangentially, the case has drawn atten- 
tion to the increasing habit of sending am- 
bassadors to their native countries, some- 
thing that used to be avoided. Mr Reagan's 
first two ambassadors to Austria were Aus- 
trian-born. So was Mr Bloch. So is Mr 

Henry Grunwald, the current ambassador. 

Mr Lauder’s mother was born there. Vienna 
. is now routinely described on the American 

evening news as "infested with spies”. '. The 
FBI is said to have asked permission to inter- 
view ten Austrian officials and a woman be- 
lieved to be a prostitute. 

Hints from the State Department sug- 
gest Mr Bloch’s spying goes back further 
- than Vienna, perhaps to a posting to East 
Berlin in 1974. The briefcase is not the FBI's 
ole case, as it were. Which makes it all the 
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more curious that its agents have not 
pounced. Spy experts in Washington think 
that the evidence must be remarkably weak. 

So another theory is going the rounds. 
Mr Bloch’s contacts with some Soviet diplo- 
mat were real but innocent. (Yuri, you left 
this briefcase at my house after the party last 
night.) They were filmed by the CIA, which 
has filled many embassies with video-toting 
agents in recent years. The Fai then asked 
Mr Bloch to co-operate in setting up the 
Russian by passing him a classified docu- 
ment and Mr Bloch refused, saying he was a 
diplomat, not a spy. The FBI took its revenge 
by accusing Mr Bloch. The biggest snag with 
this tale is that, were it true, Mr Bloch would 
probably have told it. 





Jewry 


/ith two voices 





"HE sharp disagreements among Ameri- 

ca's Jews have not, until now, been 
plainly. reflected in the for-Israel-right-or- 
wrong public arguments of organised Jewry. 
This may be changing. The greater impa- 
tience that President Bush and his secretary 
of state, Mr Jim Baker, have been showing 
towards the Israeli government, plus the ac- 
cumulated effect of televising the Palestinian 
revolt, is encouraging several groups to re- 
think their strategies—and allowing some of 
the braver ones to challenge conventional 
American-lewish wisdom. 

The newcomer among the radicals is the 
Jewish Peace Lobby, started a couple of 
months ago by Mr Jerome Segal, from Mary- 
land University. The PL, which advocates a 
Palestinian state co-existing with Israel, goes 
beyond the prevarications of Israel's Labour 





act Tes to school 


ment and its leading support-group t 


roug 
ira statesman, ava Abba Eos. 
cause that is unpopular but nc 
unrespectable, the JPL enjoys prestig 
demic and rabbinical support. But it: 
of the cash that it must have if it is: 
itself into a serious Washington lc 
badly needs an imaginative, and gene 
Jewish businessman or two. . 
It chose its first fight wisely. Peop 
uncertain about big comp licated i issues, 
as Arab and Israeli rights and wrongs 
many Americans, reading newspape 
watching television, noticed one small 
fact: the occupying Israelis were preve 
Palestinian children from going to. 
This stuck in American gullets. So, x 
good deal of urging from the JpL, the S 
and the House of Representatives rec 
passed sense-ofthe-Congress reso 
calling on Israel to allow the reopen 
the schools in the Palestinian territ 
occupies. | 
The politicians were not very 
Their votes coincided with the Israeli 
ernment's decision that it was anyho: 
to allow the provisional reopening o 
Palestinian schools. Yet the Senate, at 
went on to say that schools should $ 
closed for political reasons. And, thoug 
resolutions were tactfully passed by- 
vote, so that no names remain on rec 
they do mark a new departure: congress 
formally expressing concern about. the 
raeli occupation, 
The JPL prudently kept out of anot 
more passionate, battle. The Israeli gover 


















































United States, the American Israel 
Affairs Committee (AIPAC), are in 
opposed to the talks between the adr 
tration and the Palestine Liberation O 
nisation, which got going last Decem 
when Mr Yasser Arafa 
judged to have renounced 
rorism. The pro-Israeli . 
bided its time when Mr R 
Pelletreau, America’s amba 
dor to Tunis, was talkin 
to low-level PLO officia 
pounced when it was rev 
that the ambassador had 
ken on two occasions in 
with Mr Arafat’s seco 
command, Mr Salah 
also known as Abu lya 
Khalef, a loyal Arafat 
now enjoys political. f 
nence. But, back in th 
1970s, he founded and 
Black September tet 
group which, among 
else, was implicated in the 1 
murder of the American. 
bassador to Sudan. | 

A Senate amendm 
drafted with AiPAC's help 
introduced by Senator Je 
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, proposed that the ; SE 
ld in fiue enn to no y PLO represen- 
ve unless the president had first given 
ia clean non-terrorist bill of health. Mr 
h and his men, with all guns popping, set 
to shoot this amendment down. It 
d, they argued, bring the American-PLO 
logue to an end, sabotaging American ef- 
to persuade the Palestinians to accept 
sraeli government's election plan. The 
gue, an administration official added 
ntly, had been getting nowhere until 
«halef—who could take decisions and 
! by them— joined in. The senators, im- 
ed by the president's agitation, ac- 
d a compromise that, in effect, will al- 
the administration to talk to any 
estinian it wants to. Prudently, it is un- 

at least for a time, to choose to talk to 





Though arac fought hard for the 
ms amendment, other Jewish organisa- 
ns—such as the American Jewish Con- 
gress and the Union of American Hebrew 
ongregations—held back. Without their 
1 clear or articulated policies on Israeli- 
estinian relations, and sensing changes in 
ie air, they did not relish taking on the 
administration. 

All American-Jewish groups are pre- 
pared to ids to the death any reduction in 
e $3 billion that the United States gives to 
Israel each year. Even the JPL does not pro- 
pose using this money as a lever, though it 
does suggest that 196 of economic aid to Ie 
rael—}$i2m out of $1.2 billion—should be 
earmarked for the promotion of human 
rights. Most of the groups, though no longer 
P i hen are committed to the effort to 


uiri Israel's icio in holding on 
the occupied territories, the old certain- 


‘HE taxpayers’ revolt has spread to the 
old folks. Last summer, after two years 
lebate, Congress passed a catastrophic- 
Ith act that created the biggest expan- 
on in Medicare, the federal health-insur- 
e programme for the elderly, since its 
oduction in 1965. Instead of cutting pay- 
nts after 60 days in hospital, and stop- 
g them after 90, there was to be no time 


K dus costs above $550. a year. Politi 
d HR that bd had up: well x 


; complaints and have now voted to. amend Bs 


the act. 

Congressmen had dunia the elderly 
in three ways. They had decided, eau. 
to make the new act self-financing. Not for 
them the deficit-happy approach of spend- 
ing money first and raising it later. The cata- 
strophic-health benefits would be met by 
new higher premiums levied on all old peo- 
ple and by a special income-tax surcharge on 
the better-off. This year the maximum sur- 
tax was $800. More virtuously still, the new 
taxes—for such they were—took effect be- 
fore the benefits they would finance, so as to 
build up a tidy trust-fund reserve. 

Congress proceeded to make a poor job 
of explaining this to the old. The benefits 





theetoahospital = 


were played up and the costs were played 
down, thus ensuring that many people got a 
terrible shock when they received their new 
tax demands. The insurance principle of the 
scheme-—only a fifth of medicare beneficia- 
ries could expect to get more under the new 
act than under the old, though all would pay 
more—was also not explained. 

. Moreover, many old people neither 
needed nor wanted the new benefits they 
were being offered. True, Medicare had gaps 
that were serious for those suffering from 


acute illnesses that lasted a long time. But 


15% of old people covered these either 
through private “medigap” insurance or 
through schemes paid for by their former 
employers; another 896 got help from Med- 
icaid, the federal-state health programme for 
the poor. And what the old need most is not 
help with acute hospital care but help with 
the much more probable burden of long- 
term care in nursing homes. The act did vir- 
tually nothing for this: legislators feared its 
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WHEN the worst fire in Yel- 
lowstone's history finally died 
' out last November, a number 
_of ecological doctors queued 
up to take the park’s pulse. Af- 
ter a cursory examination, 
they declared the patient well 
on the mend, agreeing that re- 
ports of its death had been greatly 
exaggerated. 
Yet nearly lm acres, 45% of Yellow- 
stone, had been affected by the blaze. It 
took 25,000 firefighters and $120m in tax- 
payers’ money to try to curb the fire. Some 
$3.2m in tourist facilities went up in flames; 
businesses inside and outside the national 
park complained of losing million `a 
revenue. 
But the fire has not deterred this year's 
crop of tourists. It looks as if it will be a 
good summer. After Montana and Wyo- 
ming staged an expensive public-relations 
blitz, the park’s roads are again jammed 
with fleets of Winnebagos and campers; two 
people have already stood too close to the 
bison and been injured. The number of visi- 
tors in January-July is 10% higher than it 
was in 1988, The park will probably have at 
least 2.5m visitors during the year. 
The devastated areas are a big attrac- 
tion: traffic is reduced to a crawl as drivers 
take photographs. And there are places 
that still look pretty terrible. Some ste@p 
and rocky mountainsides have been scalped 
clean. There are desolate areas where the 
wind has pushed over the dead trees to re- 
veal an eerie landscape of charcoal trunks 
and chalky white soil. 
Yet, for the most part, though the trees 
may be blackened, the earth is gree 
Even in areas that the fire passed thre __, 
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huge cost and a possible presidential veto. 
As elderly protests gathered force, Con- 
gress started to fidget. The new taxes were 
said to be raising more than expected. Per- 
haps they could be deftly cut? Alas no, said 
the budget experts, it was too soon to be 
sure that the extra income would cover the 
new drug benefits that would be fully imple- 
mented only in 1991. More insidiously, the 
surplus in the trust fund had been counted 
in the already fraying 1990 budget 
agreement—so any cut would mean higher 
taxes or lower spending somewhere else. 
The Senate Finance Committee began 
some desultory hearings. But the protests 
continued. When the House Ways and 
Means Committee came to consider its tax 
measures for the 1991 budget agreement, its 
members cracked. À proposal to scrap the 
catastrophicchedteh act taltogether was only 





Nature triumphant 


much of the vegetation survived. Seed den- 
sities for the dominant tree in the park, the 
ponderosa pine, range from 50,000 to 1m 
per acre. The root systems of the 1,000 spe- 
cies of flora remain largely intact. And the 
main attractions of waterfalls and geysers 
survive unscathed. 

The animals, as a whole, fared well. Of 
the 400 or so elk, deer, moose, black bear 
and bison that died as a result of the fire, 
845 were elk (and the summer elk popula- 
tion in Yellowstone is around 93,000). No- 
body is yet sure of the fire’s effect on the 
park's most famous resident, the grizzly 
bear. Dead elk and deer gave the bear a 
plentiful, if temporary, source of food. 
Wildlife biologists worry about the loss of 

—. whitebark pine, since its nuts are one of 
staples of a grizzly's diet. But last year 





seven grizzlies were spotted in an area they 
had not been seen in for a long time, arous- 
ing new hope for this endangered species. 

Controversy still blazes over the "natu- 
ral" fireemanagement policy that was re- 
sponsible for the spread of last summer's 
fires. The policy (based on the idea that 
fires are an essential part of the ecosystem) 
was adopted in 1972. Fires caused by light- 
ning were controlled—so as not to damage 
camp-grounds and other property—but not 
extinguished. This policy worked well so 
long as the summers were wet enough to 
keep the fires small. But last summer was 
the driest in Yellowstone’s 119-year history 
as a park. The fires—some caused by man 
and some by lightning—started in June and 
just kept on growing. 

The natural-burn policy has been sus- 





pended while people think about it. Most 
naturalists would like to see it continue. 
They believe, as did Ferdinand Hayden, the 
first head of the United States Geological 
Survey, who explored the park in 1870, 
that Yellowstone is “the greatest (scientific) 
laboratory that nature furnishes on the face 
of the globe”. 

Others are more dubious. Ranchers 
whose land borders on Yellowstone are 
acutely aware of a forest fire's disrespect for 
property lines. The fires last year burnt 
417,000 acres outside the park itself, most 
of it National Forest land. Cities and rural 
communities whose economies depend on a 
healthy Yellowstone want to keep business 
as steady as possible: the Rocky Mountain 
region has the lowest income per head in 
the country. 

Mr Alston Chase, provocative author of 
"Playing God in Yellowstone", suggests 
that nature should be helped along. Natural 
regulation, he argues, amounts to nothing 
more than waiting to see what happens 
next. He advocates starting small fires, as 
the Indians did centuries ago, instead of 
waiting for one massive conflagration. 


^1 Area affected 
by fire 








Taxes 


ee ee ee uu. wi «lu ccm a 


narrowly fended off, partly because it would 
have made a $6 billion hole in the trust fund 
and so in the 1990 budget. 

On July 25th the committee agreed in- 
stead to change the law's financing and cov- 
erage. The surtax was halved and the gen- 
eral premium raised from $59 a year to just 
over $100, shifting the burden from richer 
to poorer. The amounts that patients had to 
pay before they could claim were increased, 
shifting the burden from healthy to sick. 

The drug part of the scheme was made 
voluntary, or at least nominally so. The com- 
mittee avoided the classic insurance risk 
that this would lead to a mass departure of 
the healthy and wealthy by making those 
who opt out also leave the subsidised Medi- 
care programme covering doctors' bills. 
Some 300,000 people, most of them former 
federal employees, are expected to go; the 
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rest will stay. 

As for the budgetary cost, the commit- 
tee is adept at fiddling with pay dates. The 
cut in surtax and the increase in premiums 
would have left the 1990 budget $1.5 billion 
short. So the committee decided to defer 
Medicare reimbursements in 1990 by five 
days—saving $2 billion. Hey presto, another 
$500m “‘cut’’ in the federal budget deficit. 

The committee's decisions have to be 
approved by the full House, by the Senate 
and by President Bush. The signs are that 
they will be. But after these painful shenani- 
gans, Congress is even less likely to tackle 
the greater problem of long-term nursing- 
home care. It will also be less sympathetic to 
plans to help the 37m Americans who have 
no health insurance at all. Inactivity, it 
seems, has its charms. 
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The boll-weevils 


are back 


WASHINGTON, DC 


HE dispute over capital-gains tax is a 

clif-hanger with big ramifications for 
the Democrats who run Congress. The ad- 
ministration has been pressing for a cut in 
the 2896 top rate; this, it argues, will raise 
revenues in 1990. (So it may: any investor 
who has read a newspaper in the past six 
months will have deferred realising capital 


gains until next year.) But the chairman of 


the House Ways and Means Committee, Mr 
Dan Rostenkowski, is now against the idea. 


The Speaker of the House, Mr Tom Foley, 
37 
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ity on the committee. MEE icu at mid 
¿was it still dithering? 
ecause, by the latest count, the vote 
d be lost 19-17. Like the southern Dem- 
s who voted for President Reagan's 
tax cuts, a group of mostly southern 
Democrats led by Mr Ed Jenkins of Georgia 
supporting a cut in the capital-gains tax. 
propose lowering the top rate to just 
ler 20% for people who have held their 
depreciable property or timber for 
han one year. But the cut would be 
wo years only, Áfter 1991 the rate 
| go back up, and taxable gains would 
dexed against inflation. Congressional 
risers reckon the scheme would raise 
lion in 1990 and $3.8 billion in 1991. 
Ár Jenkins is unruffled by the fierce op- 
n from his party leaders. He thinks he 
nough votes to win on the floor of the 
in September. He refutes the sugges- 
hat he is opening a can of worms that 
-sealed by the 1986 tax-reform act 
ugh his inclusion of timber is designed 
peal to the act's Republican architect, 
or Bob Packwood of heavily forested 
on). And he stresses that the extra rev- 
will pay for a big expansion of the 
d-income tax credit, to benefit the 
ng poor, which Congress is otherwise 
oss to finance. | 
The administration is egging Mr Jenkins 
, as much to embarrass the House Demo- 
atic leaders as in support of his proposal. 
, though indexation of capital-gains tax 
ght be sensible tax policy, cutting the rate 
d then putting it back up makes no sense 
her than as a spurious one-off revenue- 
ising device. Nobody in the government 
ems to have much time for tax neutrality 
tween income and capital gains—though 
concept was supposedly central to the 
86. act in the first place. 








[AGINE starting business a few months 
fter your main competitor has been all 
closed down. The only whisper of com- 
tion comes from an obscure Canadian 
oduct. The American government is be- 
d you. How could you lose? 

Such were the robust prospects facing 
merican Eagle, America's gold-bullion 
when it entered the world market in 
6. South Africa's Krugerrand had been 
ed from sale in America in 1985, and 
‘since almost disappeared from. world 
3: Canada's Maple Leaf was relatively 
own. But, three years on, the Eagle has 
only failed to capture the gold-coin mar- 





Tu its s fits year de Eagle took. a 47. 4% 
share of the market; the Maple Leaf had 
39.9%. But, from then on, the Maple Leaf 
took over. Last year the Eagle had only 23% 
of the market, the Maple Leaf almost 49%. 
And others were catching up with the Eagle: 
Mexican coins had 14.7% of the market, the 
Australian Nugget, which entered the field 
in 1987, more than 10%. Britain’s Britannia 
was a latecomer, with about 396. 

Why did the Eagle fail to soar? One rea- 
son, according to gold buffs, is the coin it- 


self. Although the Eagle and the Maple Leaf 


contain the same amount of gold, the Eagle 
is padded with more alloys. It is 22-carat— 


22 parts gold out of a possible 24—while the 
Maple Leaf is 99.99% pure gold or “four- 
nines” in goldspeak. Although this does not 
diminish the actual value of the Eagle, it 


j Total: 2.5m troy ounces 





makes it less popular among some investors. 
The Japanese, who have been the main buy- 
ers in recent years, seek purity. 

Another reason is marketing. The Ma- 
ple Leaf is sold aggressively in. Europe and 
Asia by the Royal Canadian Mint. The Mint 
is run like a business, able to carry profits 
from one year to the next and to boost ad- 
vertising expenditures when sales drop. By 
contrast, sales of the Eagle are the respon- 
sibility of a small office in the Treasury, 
which is obliged to keep its spending within 
the financial year. When gold-coin revenues 
were lower than expected last year, the Trea- 
sury had to cut advertising just at the time 
when a normal business would have been in- 
creasing it. 

The Eagle's poor performance is a bit of 
a blow to American pride. But, in the long 
run, it may not matter much. The govern- 
ment entered the gold-coin market less to 
make profits (after production and market- 
ing costs, the profit on the premium charged 
is small) than to provide a market for domes- 
tic gold production. The Eagle has already 
helped America's industry. In 1980 less than 
Im ounces of gold was mined in America; 
this year the total may be 7.8m ounces. 
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NEW YORK 


RITISH students [o zm . jobs 





25 Educational Enkar F 
The talk is even more necessary for the l 
British students than for others. The Briti 


feel they know it all, and the council sets o! 


to correct their mistake. Its recommended. 
reading list includes books that show up - 
America's national and regional distinctive- 
ness: Frances Fitzgerald's "Cities on a Hill", 
Hunter Thompson’s “Fear and Loathing in: 
Las Vegas", Truman Capote’s “In Cold 
Blood" and, of course, Tom Wolfe’s “Bon- 
fire of the Vanities”. 

The students are told by the council 
that Americans have developed skills that 
enable them to make friends in virtually any 
new setting. But, the students are warned, 
“this friendliness does not necessarily mean 
that the Americans are interested in long- 
lasting, intimate friendships." 

Foreigners, says the council, may be 
taken aback by Americans! candour and 
their lack of desire for certain kinds of pri- | 
vacy. They expect direct questions to which - 
they respond with straight answers. And a 
person arriving late for an appointment 
with an American is likely to: find the : : 
pointment cancelled. —— ^... nin 

More mundanely, the acidenis are 
pointed in the direction of places like the 
New Jersey shore, the Hamptons and New 
Hampshire where menial jobs paying $6-8 
an hour are plentiful this summer. British 
students are keen to take them. Most of 
them, says Ms Sarah Grossi, who runs work- 
exchanges for the council, just want to earn 
enough in two months to travel round 
America for a third month. 

The 5,500 American students who go to 
Britain are, she says, less carefree. More of 
them want jobs that fit their career ambi- 
tions and look good on a job application. 
But they also are told, in a booklet given to 
them by their minder, the British Universi- 
ties North America Club, not to count too 
much on the advantages of a.common lan- . 
guage. They are then Teassured: "Don't 
worry—most English pe le can't "under- 


stand thé. S Scottish either" | 
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on the rails 





XX JAR has buckled railways all over Af- 
V Y rica, dividing producers from their 


ma be and refugees from foreign aid. As 


pe e creeps towards the continent's south- 
x mies the n are starting to 
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" “those ‘countries, South Africa will 
-. . lose its strangler’s grip on the region's 
trade routes. 

e At present roughly three-fifths of 

Z imbabwe’ s trade goes through 
south Africa, though the port of 
Durban ‘is three times as far from 
_ Harare as is Beira, in Mozambique 
see map). Malawi, even farther from 
South Africa, sends more than 90% 

of its trade through Durban. Since 
1982, when South African-backed 
rebels began ripping up the rail lines - 
through Mozambique, the price of 
.. * some of Malawi's imports has dou- 
. bled. Exorbitant freight costs, said to 
be the second: highest i in the world, 
have also eaten into its exports of to- 
bacco and tea. To the west, Angola’s 
civil war has disrupted the Benguela 
railway, so Zambia's copper exports 
hostage to the stop-go line to Dar 
alaam. 

Of the region's three peace-mak- 
ings, Namibia's is the most promising, but 
the least interesting. from the railwayman’ S 
“point of view. Namibia's main port, Walvis 
~ Bay, will remain th African | even after 

the rest of the countty becomes indepen- 
< -dent—so cannot help black African states’ 
~~~ longing to cut their dependence on their 
white neighbour. Namibia’s hinterland is 

. mostly desert, across which runs a perfectly 
good. railway to the uranium mines. A 

S scheme to build a new Kalahari line from 
—  Botswana's coalfields to the Namibian coast 





















Diamonds, Botswana's other carbon trea- 
sure, are moved around by air. 





busy. In 1980 the Southern African Devel- 


pment Co-ordination Conference 


he nine black-ruled states of the region, in- 
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southern Africa, back 


s. If trains run peacefully through 


kes no sense with-coal prices as they are. 


ft peace breaks out in Mozambique and 
Angola, however, railway engineers will be: : 


CC) began trying to free its members— 


cluding the mini-kingdoms of Lesotho and 
Swaziland—from their dependence on 
South African ports. The rich world has 
since promised some $2 billion for sapcc's 
transport projects, partly as an apology for 
not imposing stiffer sanctions on South Af 
rica, and partly because grand plans to de- 
velop infrastructure are popular with west- 
ern countries’ aid ministries, even more so 


TANZANIA 


Coal} 
{BOTSWANA Ps 
Kalahari 


s Gaborone of? 


/ 
SOUTH AFRICA 





with their engineering companies. Most of 
the money is still unspent; war has inter- 
rupted work on three of the five main lines. 

The exceptions are the Tazara line join- 
ing Zambia and Tanzania, and the Beira cor- 
ridor through Mozambique. The Tazara line 
suffers from landslides rather than guerril- 
las. Engines and wagons are in short supply; 
those installed by China when it built the 
line in the 1970s break down frequently. At 
one point this year 50,000 tonnes of fertil- 
iser destined for Zambia's fields were 
stranded in the port of Dar es Salaam. The 
line's managers want to double its annual 
capacity to 2m tonnes by 1991, for which 





they say they need $123m in aid. They are 
- likely to get it. This month America prom- 
ised them. eight new engines. 


.. The Beira corridor has been revived de- 
spite war. Its main. customer, Zimbabwe, 
keeps an army. of 10,000 in Mozambique, 


efforts. Britain trains a few Mozan 



















































mainly to guard the corridor. As à: 
two trains run in each direction 
days. Foreigners are paying for 
tainer terminals at the port, which is 
dredged to allow bigger ships to use it 
railway 's owners hope it will carry ar 
242m tonnes of goods this year, risin 
tually to 5m—the amount it carried 
early 1970s before Mozambique's nex 
pendent rulers closed their borde 
Rhodesia. Beira recently overtook Da 
laam as the busiest port for SADCC. 
after Durban. 
Some optimists think, 
other two arteries could flow- 
war. The main client for the line 
of Nacala is Malawi, whose: army 
| match Zimbabwe! s feat on t 
line. Foreign governments p 
to spend $171m on repairs, 
cement sleepers and con 
welded rails to make sabota 
| easy. The civil war stopped th 
in April last year. Recently, ! 
a few armoured trains are sa 
made it from Malawi to 
Britain, America and West C 
have helped equip the. 1,00 
wian troops guarding the trac 
have trained them to find mines. 
said that some trade may fairly 
start passing down this line. 
Mozambique's third 
Maputo, is potentially its. most 
- tive; its hinterland is the pro 
South African province of th 
vaal. Maputo handled 15m t: 
goods in 1974, the year befor 
zambique's Portuguese colonis 
After independence the South 
cans started sending guerrillas. 
the border instead. As a result, jt 
tonnes of trade passed through Mapu 
year. Now, however, the South Africa 
helping to rehabilitate the port. Secti 
the railway line are being rebuilt at 
of three miles a month, under the 
tion of Zimbabwean troops. y 
Armed escorts keep some traff 
Zimbabwe is spending around $ 
day in foreign currency on its Mo 









troops. But western governments 
from sending armies to accompany th 
gineers, Zimbabwe may have trouble 
ing even the Beira corridor open inde! 
while Mozambique's civil war continu 
is hard to believe that Nacala and Ma 
can prosper while the country is in cl 
The reopening of Angola's Benguela li 
still a far-off dream. Roll on, peace. - 




































































orty years on. 


M OUR SOUTH AFRICA CORRESPONDENT 


INCE it swept the board in 1948 the Na- 
onal party has had no cause to fear los- 
south Africa's peculiar elections. But 
ear the party is anxious. Voting is on 
imber 6th. No opinion polls may be 
lished after July 23rd. Two that day fore- 
heavy Nationalist losses. So did a con- 
tial appraisal commissioned by the 
y. and published the same day. | 
‘The votes that matter will be cast by 
people for the House of Assembly, 
h has 166 seats, 123 of them now held 
Nationalists. The poll run by the 
ntre for Policy Studies led the Johannes- 
g Sunday Times to conclude that the 
ionalists would lose their overall major- 
here. Assuming an 80% turnout, it gave 
m 78 seats, six short of an outright ma- 
ty. On a 70% turnout it gave them only 
seats. The Nationalists’ main rivals are 
Conservatives on their right and the 
Democrats on their left. On an 8096 poll the 
onservatives would more than double 
their present 22 seats, to 52; on a 7096 turn- 
out they would get 64 seats. The Democrats 
would get 36 seats on an 8096 turnout, 37 on 
1 10% turnout. 
The pro-government Afrikaans Sida 
aper, Rapport, published a rival poll by 
Market and Opinion Surveys. It suggested 
at the Nationalists, supported by 52.7% of 
le voters in the 1987 general election, now 
ave 40.6% support. It gave the Democrats 
st under 30%, the Conservatives 23%. Be- 
use the South Africans operate the quirky 
'st-past-the-post electoral system, the Na- 
onalists might win 103 seats; or, by an- 
er reckoning, only 72. 
he Nationalists may well gather 
rength in the next six weeks, but must at 








lition with one rival or the other. They 
ean towards the Conservatives, partly 
ise they will be the stronger of the op- 
ion parties, partly because many Demo- 
speak no Afrikaans. The Nationalists 
officially, for power-sharing, anathema 
Conservatives but not so far from the 
mocrats' non-racial ideas. Some Nation- 
ists, however, might decide the Conserva- 
yes are the ones they really agree with. If 
.party split, the Conservatives would 
‘obably form a government in its place. 

The Nationalist party's decline—it is 
-early to speak of fall—owes something 
ts racial policies. The party has tried to 
ta bit of anti-racism to some supporters, 
it of kaffir-bashing to others, and may 
e displeased both. But other issues have 
bably done the Nationalists more dam- 
e. They have been embarrassed by squab- 
ing between their old chief, President 


40 | 


t contemplate a hung parliament and a 


PW. Botha, and hss successor sor Mr EW. D De 


Klerk, and by corruption scandals at the top 


of the party. They have allowed the econ- 
omy to stagnate. The growth rate is down, 
inflation rising and the rand weak. Poverty 
stalks even among the relatively prosperous 
whites. Many voters feel that four decades of 
Nationalist government are enough. 





Somalia 
Barre’s blows 


FROM OUR EAST AFRICA CORRESPONDENT 


LOODY riots and a bloodier crack- 

down have come and gone in the So- 
mali capital, Mogadishu. Behind them re- 
main a curfew, occasional gunfire, fresh 
arrests and the suspicion that President Siad 
Barre may be presiding over the unravelling 
of his country. 

It is slightly more than a year since fight- 
ing between rival Somali groups broke out 
in the north. The region remains a war zone, 
with many of its people huddled across the 
border in Ethiopia. The refugees, like the 
rebels, tend to be members of the Isaaq clan. 
Last year Mr Barre’s government began 
arming members of rival clans, notably the 


Ogadenis. These people are now using the 


weapons far from the front, in clashes with 
Mr Barre’s own Marehan clan. 

In the rural south the fights are on a 
smaller scale. They seem to be over the 
things that have always counted in this na- 
tion of pastoralists—grazing rights, water 
holes, the pecking order. The fighting has 
sent country people into the capital, where 
they find inflation, a falling currency and an 
acute shortage of banknotes. The money 
had departed with the herdsmen who came 
to town, sold their goats for the Muslim fes- 
tivities of the Id el Adha and took the cash 


back to the countryside. One factory was 


said to be selling its banknotes at a 3096 pre- 


Mogadishu's biggest brother 


| re for ch an be ound even 
within Mr Barre’s clan. Several of its mem- 
bers have stood up, notably at a meeting of 
the ruling Somali Revolutionary Socialist 
party, to demand new policies. They were 
probably joined by a majority of the central 
committee. Nothing doing, said Mr Barre, 
who has ruled pretty much his own way 
since 1969. But now he has foundered on 
the rock of religion. 

The government likes to keep informe: 
tion under control. Foreign journalists have 
to rely on diplomats and other travellers; So- 
malis do not like to talk by telephone: The 
local press is strictly official. The imams, 
called sheikhs in Somalia, are the sole inde- 
pendent source of information, their 
mosques the only public forums outside 
state control. The government arrested 
some sheikhs—four or eight of them, of 
more or less fundamentalist views, depen ' 
ing on whom you listen to—on July 13t 
Next day troops and policemen were put on 
the streets in case of trouble. They found it. 
Africa Watch, an American human-rights 
organisation, thinks 70 civilians and 20 sol- 
diers died in clashes outside mosques. 

After that the contest became less even. 
Automatic weapons fired into houses, and 
executions—including those of 46 people 
shot on a beach—brought the death toll to 
450, according to Africa Watch, which 
thinks 1 ,000 people were injured and 2,000 
arrested. The American State Department 
thinks the group's figures credible. 

Mr Barre's government says the trouble 


has been wildly exaggerated, claiming that * : 


only 23 people died. The search for "trouble 
makers" continues; two Ogadeni cabinet 
ministers were arrested more than two 
weeks after the street clashes. Mr Barre's at- 
titude could reflect presidential senility, or 
stubbornness. If he survives the upheavals, 
it will be called guile, from an old master à 
clan politics. 





















UST the other day they were sworn ene- 

JF mies. But on July 20th Colonel Moammar 

~ Qaddafi of Libya and President Hisséne 
Habré of Chad exchanged chummy smiles 
and an "historic" handshake. They had 
been invited to the Malian capital, Bamako, 
by four other African leaders who imagined 


E - that bringing them face to face for the first 
^. «time in seven years could help end their 
A longrunning border dispute. 


It did not, but the chance was worth tak- 





ing. Colonel Qaddafi has been behaving 
more politely towards his neighbours, in 


Chad as elsewhere. This is a big change. The 


Libyan leader meddled in Chad for years, 
cynically switching support between fac- 
ns in its long-running civil war. He saw 
.— ad as part of an "Islamic empire" extend- 
ing deep into Africa. He also wanted the 
Aozou strip, a barren belt of desert and 
mountain (alleged, without. proof, to con- 
tain. uranium) along the two countries’ 
vague border, whose ownership is veiled in 
the dust of colonial history and secret deals 
by both sides. | 
© The Libyans seized the strip in 1973 and 
fought until only a French expeditionary 
force stood ee them and the conquest 
of Chad. But in mid-1987, for all the Liby- 
ans’ modern weapons, the Chadians threw 
. "the invaders out and sped on in lightly 
< armed Toyota trucks, smashing up the 
Matan as Sarah base (and its Russian weap- 
ons) deep inside Libya proper. Chad still 
holds 1,500 Libyan prisoners. 
| ‘Colonel Qaddafi wants them back, 
ich is one motive for his friendlier behav- 
last.year he recognised Presi- 
ré's government, and in Septem- 
' that his intervention in Chad 








had been an error. À month later the two 
states restored diplomatic relations. But the 
Aozou dispute persists, with both sides 
camped on old positions. Chad insists on a 
reference to p International Court of Jus- 
tice. Colonel Qaddafi demands the prior re- 
turn of the Libyan prisoners and the with- 
drawal from Chad of the 1,500-man French 
contingent that has done so much to frus- 
trate his ambitions. 

_ Chad remains wary of the new, friend- 
lier-looking Qaddafi. The colonel was not 
involved in the unsuccessful coup in its capi- 
tal in April, but supports various dissidents 
and keeps a shadowy Islamic Legion in west- 
ern Sudan. The presidents of Nigeria, Alge- 
ria, Gabon and Mali had hoped to an- 
nounce a home-grown solution to the 
Aozou dispute when the Organisation of 
African Unity met in Addis Ababa on July 
24th. No luck. But that handshake was bee 


ter than nothing. 





Egypt 


With my little eye 


FROM OUR CAIRO CORRESPONDENT 


PEED is not a hallmark of Egyptian tri- 

bunals; yet a state security court took 
only 90 minutes on July 20th to sentence a 
young Egyptian-American doctor to ten 
years hard labour for allegedly giving in- 
formation on social unrest to the American 
Central Intelligence Agency. The Egyptians 
had not prosecuted a similar case since they 
dropped their alliance with the Russians 
and took up with America in the mid-1970s. 

Dr Sami Youssef Ibrahim Wassef has 
both Egyptian and American nationality. So 
does Mr Abdel-Kader Helmy, who is about 
to stand trial in California. Mr Helmy, a 
rocket engineer, is alleged to have been part 
of a ring caught red-handed a year ago trying 
to send 430lb of carbon-fibre material, used 
to shield rocket nose-cones from heat, to 
Cairo aboard an Egyptian military cargo air- 
craft. Some people—even some Egyptian of- 
ficials—think the cases may be connected. 
Mr Helmy has been co-operating with his 
prosecutors. Several senior Egyptian mili- 
tary officers, including the recently sacked 
defence minister, Mr Abdel-Halim Abu 
Ghazala, have been suspected of involve- 
ment in his case. 

Dr Wassef was accused, together with 
his older brother Samir (who practises medi- 
cine in America, and has been convicted in 
absentia, as has their alleged CIA contact), of 
having handed over information about 
Muslim fundamentalism and campus unrest 
while studying medicine at Cairo university. 
But the Wassef brothers are Coptic Chris- 
tians, raised almost entirely in the United 
States and, it seems, with a poor command 
of Arabic—unlikely sorts to gain the conf- 





: of pp. The central bank had not: 


 scended he had told congressmen that 


dence of xenophobic M 
Sami Wassef told prosecutors h 
was giving news to an Árnerica 
who then told him his informatio’ 
better than that in the local newspap 
Dr Sami Wassef claims he signe 
fession under threat of torture and 
ise that he would soon be released. 7 
nine months ago. His distraught mx 
who encouraged her sons to study me 
in Egypt, has pleaded with President 
Mubarak to order her son's release. 
Americans are gentle with their a 
Egyptian spy, that could happen. 
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Peru 
Notes that float 


FROM OUR PERU CORRESPONDENT 


T WAS ship ahoy off the port of 
last week, and Thomas De La Ru 
don to the rescue in the nick of tim 
boatload of crisp, high-denomina 
notes for Peru’s central bank. | 
For the first six months of 198 
believed the official figures, Peru’s : 
nances were just routinely shabby, 
shortfall of income over expenditure 


ing the government money. These ac 
were made to look sweeter by not p 
farmers, suppliers, civil servants an 
(or long-suffering foreign) creditor 
week the dyke broke. President Alan 
decreed a more favourable environt 
his Independence Day speech 
28th—and, lo, the banknotes crink 
age pensioners collected, the ric 
got paid, half-a-million state empli 
holiday bonuses, and even the In 
can Development Bank got cheering 
Constitutionally speaking, the 
bank is the autonomous guardian of P. 
monetary stability. To authorise the fina 
ing of his largesse, Mr Garcia had two 
directors appointed to the bank's bo: 
Both are public officials: Mr Guerrero, | 
ident of the Treasury Bank, and Mr 
deputy minister of public finance. Y 
days they, and two other directors un 
Garcia's sway, pushed through the i 
500 billion intis—equivalent to a qu 
all money, cheques and credit. in 
economy. i 
Mr Pedro Coronado, executive 
dent of the central bank, proteste 
then, as is his wont on such occasio: 
from (depending on your source) high 
pressure or a liver attack. Another sl 
dissident director asked for permissic 
settle personal problems abroad. TI 
nance minister, Mr Cesar Vasquez, wa 
looking as foolish as all his predecess 
only hours before the money-flood: 
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go overnment hed no intention sd resorting 
massively to the printing press. 

= Opposition economists brandished se- 
sret studies by the central bank's technical 
saf, and photographs of De La Rue’s bulg- 
y containers. They predict that the fresh- 
T issued intis are just the first of trillions to 
cover this year's projected public-sector defi- 
it of 3,500,000,000,000 intis (which would 
mé linke about $1 billion at the current street 
2) Bun rate if anybody were so foolish as 
to o deal). They further calculate that last 
w week's issue of fresh money would by itself 
ush up inflation from a monthly average of 
38 18.890 i in the first half of this year to 4196 in 
4 Bugs and 4396 or more thereafter. Since 
the beginning of the year, they reckon, half 
of all spending by the central government 
eed its companies has been uncovered by 
revenue. The annual inflation rate is ex- 
cted to turn out above 7,000%. 

The politicians of Peru's fledgling de- 
mocracy face economic collapse as well as in- 
Biirection in the mountains. They wonder 
vhether the atmosphere will be right for the 
municipal and regional elections that are 
ue on November 12th—not to mention 
e general and presidential elections next 
April So far Peruvian housewives have re- 
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| HE smell of fresh ink on clean 
banknotes, new from the printing 
press, is the symptom of Latin America's 


| 
| avoidable illness. It can be scented when 
SX 
a 


a governments, lacking real money to do 
| what they want, print fake money and do 
| it anyway. Phoney financing has this year 
done more than anything to push Brazil’s 
| monthly inflation rate to 2596, Nicara- 
- gua's to 60%, Argentina's to 200%. Poor 
. people in those countries lost what sav- 
ings they had, rich people shifted their 
money abroad. Investment shrank, misery 
. impended, governments' revenues and 
political fortunes declined. 

Some people never learn, and Presi- 
dent Alan Garcia of Peru (see above) is 
one of them. It need not be like that. In 
B Bolivia four years ago inflation rose above 
. 18096 a month. Then the government cut 
I! its outgoings to match its actual income, 
| spending only what was in the treasury. 
. Unemployment soared, life was miserable. 
| |. But some prices fell as well.as most in- 
|| comes. Inflation is below 1096 a year now. 

- All the main parties contesting the recent 
| Ed election campaigned for 
| E finances, and the most anti-infla- 
| tionary of them did best (although it failed 
| toget an overall majority). Rich Bolivians 
|| are bringing their money home. Foreign- 
| ers are following them. A little investment 
d . boom has begun, and unemployment is 
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Garcia spies a hegemonic faction 


frained from sacking supermarkets, prefer- 
ring to let the guerrillas of the Tupac Amaru 
movement make a better job of it. The cush- 
ion of Peru's vaunted “informal sector” is 
wearing thin. So is its people's patience. 
Diplomats reckon that the dollar value of 


| Not so funny Latin American money 


falling fast. 

In Mexico, larger and much richer 
than Bolivia, the previous and present 
presidents have been prudent about the 
economy, and fairly prudent about the 
money supply. President Carlos Salinas 
de Gortari was rewarded this week by seri- 
ous concessions from the banks to which 
his country owes unpayable debts. He 
hopes this will start investment and revive 
both the economy and the ruling party's 
dim popularity. 

Chile's case is hardest. In his 16 years 
of iron rule, General Augusto Pinochet 
ran successful anti-inflationary policies 
and did his best to give them a bad name. 
He screwed down liberty as fast as the 
money-supply, seemingly influenced by 
Adolf Hitler's remark to his finance min- 
ister, Hjalmar Schacht: "My answer to in- 
flation is the concentration camps.” The 
general therefore, last October, lost the 
referendum that he had been sure he 
would win, and reluctantly accepted the 
free election of his successor. 

Chile's pro-democracy parties—or 17 
of them, anyway—have sunk their differ- 
ences and will probably win the presiden- 
tial election on December 8th. Their 76- 
year-old candidate, Mr Patricio Aylwin, is 
a lawyer who propounds a necessarily 
vague mish-mash of 17 more-or-less-rival 
programmes in a prospectus that con- 
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Peru's GDP this year will—omitting coca ex- 
ports—be only half the 1987 figure. If they 
are right, Mr Garcia has set Peruvians back 
30 years. 

The 40-year-old president still argues, as 
he did in the boom years of 1986 and 1987, 
that inflation is caused not by too much 
money but by too few goods; that industry 
and agriculture are working well below ca- 
pacity, and new taxes are being devised, so 
meanwhile what is wrong with a wee “bridge 
loan" from the central bank? Mr Garcia 
adds that exports surged above $400m in 
July, forgetting that those dollars will add 
fuel to the flames of the central bank's pho- 
ney money. 

Mr Garcia, barred by the constitution 
from standing for re-election next year, re- 
jects the criticism. This month he darted up 
and down the Pacific coast, handing out ti- 
tles to land, promising “‘a first $50m”’ for the 
giant Olmos irrigation scheme, and lame 
ing the insults of oligarchs and "blind he 
monic factions of the bourgeoisie". The 
president has become an antiquated popu- 
list. Behind him, court fools and cameramen 
record the first videos for his resurrection in 
the presidential campaign of 1995. 





fusedly praises free (but regulated) mar- 
kets and foreign investment, while hinting 
that economic growth, social justice, 
workers' rights and full employment will 
strain the public exchequer. The probable 
conservative candidate, Mr Hernan 
Büchi, was minister of finance under Gen- 
eral Pinochet (but nobody blames him for 
that regime's cruelties); his election mani- 
festo offers progress only by blood, sweat, 
tears and sound money. 

The money supply is the heart of the 
argument. General Pinochet, with Mr 
Büchi's agreement, wants to prevent poli- 
ticians, whoever they may be, printing 
money and creating public debt. The stat- 
utory power to do that, he says, should be 
given exclusively to the central bank; 
moreover, its governors would be ap- 
pointed by the outgoing President Pino- 
chet for fixed terms with secure tenure. 
The democrats say no: a newly elected 
government should be free to decide its 
monetary as well as fiscal policies, without 
a veto from those who have just been 
voted out. 

The Chileans have spent 16 years 
without genuine elections, and most of 
them have felt the pinch of monetary 
tightness. In December they must decide a 
tough point of political as well as of mone- 
tary theory. They will know they have lost 
the argument if the smell of fresh 
banknotes ends the hope of prosperity, 
and of political stability, for them as for so 
many Latin Americans. 
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EUROPE - 


War and peace 


FROM OUR MOSCOW CORRESPONDENT 
HE crisis, for the moment, is over. At its 
height, more than 250,000 coal miners 

had joined a strike in which the elite of the 

Soviet working class rebelled against the sys- 

tem supposedly built in their name. A few 

days and three appeals by Mr Mikhail Gor- 
bachev later, the strikers were down to un- 
“st 50,000; by midweek the Siberian coal- 

lds of the Kuzbass were working 
normally, and more than half of the 
larger Donbass fields in the Ukraine 
were back. All this without giving way 
to one demand that looks contrary to 
the aims of perestroika. A triumph for 

Mr Gorbachev? 

Hardly. The financial cost of the 
settlement has been steep. The coun- 
try has lost 100m roubles-worth of 
coal ($160m at the misleading official 
exchange rate). The increase in the 
pit-head price of coal without any cor- 
responding consumer-price rises may 
cost the treasury as much as 8 billion 
roubles a year, and on top of that 
comes a hefty hard-currency bill for 
consumer imports worth 10 billion 
roubles (presumably in domestic 
prices) that Mr Gorbachev has prom- 
ised his people. This is money the 
country does not have. 

The strike has also set an example 

a new source of public disorder: in- 
dustrial workers seeking wage in- 
creases or other demands through in- 
dependent trade unions (see box on 
next page). Other workers now have 
an incentive to copy the miners. By 
giving way to the miners' demands so 
quickly and comprehensively, Mr Gorba- 
chev has made it more likely that there will 
be further strikes. 

Yet the real significance of the miners' 
strike lies elsewhere. It has shown how the 
bounds of permissible opposition are being 
pushed back day by day in Mr Gorbachev's 
Russia. The demands of one group of pro- 
testers are immediately picked up and re- 
peated, or amplified, by others. The ques- 
tion is whether this process undermines Mr 
Gorbachev's position or strengthens it. 

Before the coal strike was even over, a 
stoppage with an avowedly political aim had 
begun. Russian-speakers in Estonia had 
downed tools in protest against a proposed 


THE ECONOMIST JULY 29 1989 





TM TN M 


electoral law which would require candi- 
dates to have lived in Estonia for ten years 
and voters for two. Strikes for purely politi- 
cal ends are not new. They happened last 
year in the dispute between Armenians and 
Azerbaijanis over the enclave of Nagorno- 
Karabakh. But the habit has now spread to 
the hitherto calmer north. 





President's question time 


The Estonian strike began the day be- 
fore the Supreme Soviet in Moscow, the 
country's new parliament, opened its discus- 
sion of Estonia's and Lithuania's demands 
for economic autonomy. (On July 25th, 
100,000 Latvians were on the streets de- 
manding to be included in the plans.) 
Though the parliament gave the go-ahead to 
Baltic autonomy, the government has little 
idea how this will work in practice. In the 
debate two deputy prime ministers—Mr 
Leonid Abalkin, a leading reformer, and Mr 
Yuri Maslyukov, the stodgier chairman of 
the state planning commission, Gosplan— 
produced diametrically different proposals. 

The connection between economic au- 
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tonomy and nationalism is a close one: de- 
mands for autonomy have come mainly 
from the smaller republics round Russia's 
rim. And the problems of nationalism are 
getting worse. For two nights running this 
week, 20,000 people gathered in the streets 
of Georgia's capital, Tbilisi, waving the ed, 
black and white flag of the short-lived inde- 
pendent republic of Georgia. Signs we re 
hung from public buildings demanding “In: 
vaders Go Home". The crowds called for 
the break-up of the Russian empire. j 
The chief of the troops sent in to keep 
order in Abkhazia, an enclave within Geor- 
gia which the locals would like to see a sepa- 
rate republic, said that Georgian policemen 
had allowed their compatriots to steal 
submachineguns and other auto- 
matic weapons, and described the re- 
sulting battle between 600 Georgians 
and Abkhazians as the worst fighting 
he had seen since serving in Afghani- 
stan. And it might have been worse. 
A Georgian nationalist leader 
claimed that armed gangs had been 
massing on the border of Abkhazia 
Had they not been persuaded to turn 
back, he claimed, there would have - 
been a massacre. Re. 
It might be expected that ea Y 
new outbreak of unrest would in- 
crease the power of conservatives in 
the Communist party. In fact, the op- 
posite seems to be happening. Until: 
recently, only a handful of intellectu- - 
als like Mr Andrei Sakharov were 
talking publicly about abolishing A 
ticle 6 of the Soviet constitution, 
which guarantees the Communist 
party a "leading role" in society. On 
July 24th a young deputy, Mr Vladi- 
mir Lushikov, stood up in the Su- 
preme Soviet to demand exactly that. 
He called for a speedy transfer of 
power from the Communist party to 
the soviets (local councils) and the 
election of the president by universal secret 
ballot. Speaker after speaker talked of the 
collapse of belief in communist ideology tha 
the miners' strike represented. | 
The dangers of such outspokenness o 
Communist control are legion. Yet, for the 
moment at least, such talk, and the miner S 
anti-bureaucrat anger, are far more threat: 
ening to party conservatives than to Mr 
Gorbachev and his fellow reformers. The 
Gorbachev camp has been quick to exploit 
the opportunity. t 
As the coal strike began, the prime min: 
ister, Mr Nikolai Ryzhkov, who is usually 
rather more cautious than his boss, was 
sharpening the attack on conservatives in — 
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T the leadership. In a speech made public only 
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near the end of the strike, he said that "It is 
not acceptable that two Politburo members 
_ are dealing with agriculture" and that "seri- 
ous mistakes in ideology led to lack of con- 
- viction in society”. His target was clear: the 
- leading conservative in the Politburo, Mr 
-. Yegor Ligachev, currently in charge of agri- 
- culture and formerly in charge of ideology. 
-. The coal strike seems to be ending with 
— the conservatives on the defensive: a testi- 
- mony to Mr Gorbachev’s skill in making the 
best of a deeply uncomfortable challenge. 
-. But staying on top is unlikely to get any eas- 


FROM OUR MOSCOW CORRESPONDENT 


NE of the main consequences of the 

miners' strike has been the creation 
of embryonic free trade unions in the So- 
viet Union. You might expect unions to 
call strikes into existence rather than 
strikes to create unions, but events in Rus- 
sia these days rarely follow conventional 
logic. Though the Siberian miners say 
they had been contemplating a strike for 
six months, they had done nothing in that 
time to organise themselves for one. 

So the strike, when it came, seemed 
. spontaneous combustion. At Mezhdu- 

|| rechensk, in western Siberia, young min- 
|| ers rebelled not least against their dread- 
|| ful housing conditions. (In the region as a 
|| whole, a fifth of the population is home- 
less or living in shacks; in Mezhdu- 
rechensk conditions are still worse be- 
cause it is a new town that does not even 
have the shacks.) Miners in the area sent 
representatives to the town who, return- 
ing home, spread the strike pit by pit 
through western Siberia. At that time, the 
main link between various striking pits 
was the telephone. 

The organisation that held the strike 
together and negotiated an end to it came 
later. First individual pits, then towns, 
then larger regions elected strike commit- 
tees, composed of young men who had 
spent their working lives wielding pick- 
axes underground. These groups were 
soon joined by people’s deputies—elected 
representatives to the new Soviet parlia- 
ment. At Prokopyevsk 12 of the region's 
14 deputies attended the meeting that set 
up the regional strike committee. 

These committees found themselves 
sitting up all night drafting demands 
which ranged from longer holidays to a 
new Soviet constitution. They also found 
themselves running not just the strike but 
the mining towns too. Their brief reigns 
were puritanical. During the strike, for 
the first time in living memory, no drunks 
were delivered to Mezhdurechensk’s so- 
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ier. Mr Gorbachev is still nowhere near to 
putting in place an economic system capable 
of delivering the better living standards dis- 
satisfied workers are now boldly demanding. 
The prospect is of plenty more labour and 
nationalist unrest. That will bring danger 
for Mr Gorbachev from both ends of the po- 
litical spectrum. The law-and-order lobby 
will try to strike back. And with time, out- 
spoken attacks on the party will inevitably 
include attacks on the man who leads it. But 
then nobody ever pretended that Russia's 
road to "normal" politics would be easy. 
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essi en pact 
Yes, it's true 


FROM A BONN CORRESPONDENT 


OR half a century the Russians have 

flatly denied what everyone else consid- 
ered indisputable: that Stalin made a secret 
pact with Hitler in 1939 giving the Soviet 
dictator Latvia, Lithuania and Estonia in 
the war that was to come, while the German 
dictator was free to grab most of Poland. 
Now, at last, the Kremlin has just about 





A certain sense of Solidarity 


PROKOPYEVSK 


bering-up centre. In several Siberian 
towns the committees ordered black-mar- 
ket goods in short supply to be taken off 
sale and demanded a crackdown on pri- 
vate businesses. 

Within days of being set up, these com- 
mittees were meeting Russia's leaders. A 
delegation from the Donbass, the largest 
coalfield in the country, flew to Moscow 


e 
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Training ground for Walesas 


to meet the prime minister, Mr Nikolai 
Ryzkhov. Mr Mikhail Gorbachev sent a 
three-man delegation around the country 
to agree to whatever the local committees 
demanded. Though the strike is virtually 
over, the committees are still in existence, 
to ensure that the promises from Moscow 
are kept. They form a basis for truly repre- 
sentative unions. 

They would not quite be the first in 
Russia. An independent trade-union asso- 
ciation was set up in 1978 and still has 





about 1,500 members. But it is a branch of 
the dissident movement, with scant sup- 
port among ordinary workers. The min- 
ers' committees carry real clout, even if 
they do not yet look like a Soviet version 
of the Solidarity that has taken shape in 
Poland: their organisation is still local, not 
national, and they are confined to one 
industry. 

The official unions, meanwhile, were 
swept unceremoniously away. Their offi- 
cials were told to ferry free meals to the 
strikers in the city squares and to make 








the tea. Official unions in Russia do not 
exist to defend workers' collective inter- 
ests but to organise the workforce for the 
five-year plan. Their members treat them 
with contempt, and with reason. The 
head of the main umbrella trade union 
has proposed a new strike law that would 
outlaw strikes in essential services— 
broadly defined to include power supply, 
public transport and communications— 
and would give the official union a veto 
over strikes elsewhere. 
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come clean. That is good for glasnost, but 
may bring more bother from Balts. 

The deal was set out in a secret protocol 
attached to the notorious 1939 Soviet-Ger- 
man friendship treaty. Awkwardly, the orig- 
inal protocol was to be found neither in So- 
viet nor in German archives. A German 
wartime microfilm copy, the Russians in- 
sisted, was a fake. But, pressed by the newly 
assertive Baltic republics, which never swal- 
lowed the official line that they joined the 
Soviet Union "voluntarily", Mr Mikhail 
Gorbachev recently agreed to an investiga- 
tion by historians. 

The investigators did not need to look 
far. In the West German foreign-ministry ar- 
chives are a stack of documents which sur- 
vived thanks to Carl von Loesch, who 
worked in the office of Joachim von Ribben- 
trop, Hitler's foreign minister. He had been 
evacuated with the files to a country estate 
` Thuringia towards the end of the war and 

1s subsequently ordered to destroy the in- 
criminating papers before the allies arrived. 
He burned some, but evidently changed his 
mind and buried the rest in a box wrapped 
in a tarpaulin cape at the bottom of a ravine. 

The British and Americans, led to the 
spot by von Loesch, used the material as evi- 
dence in the Nuremberg trials and in 1956 
handed it over to the West German govern- 
ment. Last autumn a Soviet historian and 
journalist, Mr Lev Bezymensky, looked in 
and saw what has convinced western schol- 
ars all along: microfilm of the secret proto- 
col and all the related documents, the offi- 
cial Soviet ratification of the friendship 

9 treaty, the original linen-backed, 28-section 
map on which Stalin and von Ribbentrop 
divided up Poland and the Baltic states be- 
tween them, and a wealth of original hand- 
annotated negotiating documents and tele- 
grams which left no doubt about the deal 
that was being hammered out. 

On July 23rd Mr Valentin Falin, head of 
...e Central Committee's department for in- 
ternational affairs, made the first official ad- 
mission that there had been a Hitler-Stalin 
pact. "I am not uncritical of the source ma- 
terial,” he said in a debate on West German 
television. "But there is no doubt that a se- 
cret protocol existed." 





The sixth coming 
of Andreotti 


FROM OUR ROME CORRESPONDENT 


HE man who has collected more nick- 
names— "Machiavelli", “Mephistoph- 
eles’, "the fox’’—than any other Italian 
politician can now once again call himself 
prime minister. After three unsuccessful 
bids for the job in two years, Mr Giulio 


THE ECONOMIST JULY 29 1989 









Renaissance politician 


Andreotti was sworn in on July 23rd. The 
70-year-old Mr Andreotti is his Christian 
Democratic party's most expert man of gov- 
ernment. Already five times prime minister, 
he has held a senior cabinet post in 27 out of 
Italy’s 48 previous postwar governments. 
His last stint as prime minister ended almost 
exactly ten years ago. He evidently thought 
it was high time he was back in the top job. 

Among his many nicknames, the one by 
which every Roman will recognise him is il 
gobbo (the hunchback), because of his curi- 
ous, slightly curved figure. Romans disagree 
only on whether the nickname is meant to 
sound affectionate or slightly sinister. Mr 
Andreotti, a devout Catholic, claims friend- 
ship with two successive Popes, Pius xii and 
Paul vi, who helped him in his career. He 
has less reason to boast about some of his 
other connections. His allies in Sicily in- 
cluded Mr Vito Ciancimino, a former 
mayor of Palermo who has been charged 
with belonging to the Mafia. He also rubbed 
shoulders with Michele Sindona, the Sicil- 
ian banker with Mafia links who caused a 
transatlantic banking disaster in 1974, and 
with Mr Licio Gelli, who headed the now- 
banned P2 lodge of Freemasons. 

To get back to the prime minister’s of- 
fice, Mr Andreotti has spent the past year 
diligently undermining his predecessor and 
fellow Christian Democrat, Mr Ciriaco De 
Mita. At the Christian Democrats’ confer- 
ence in February Mr Andreotti successfully 
manoeuvred Mr De Mita out of his job as 
party leader. In recent months Mr De Mita 
had become the principal target of biting ar- 
ticles written by Mr Andreotti’s friends in 
the right-wing Catholic press. Mr De Mita, 
according to the authors of these articles, 
was guilty of bowing to the interests of big 
business and forgetting his Catholic roots. 
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Now that Mr De Mita has been shown 
the door, Mr Andreotti has paid his own 
tribute to Italy’s most influential business 
circles by inviting Mr Guido Carli, an exe 
governor of the Bank of Italy and a member 
of the board of Fiat, to join his cabinet. As 
treasury minister, Mr Carli has already said 
he intends to take probably unpopular de- 
flationary measures, and to demand budget 
cuts. But whether he gets his way will de: 
pend a good deal on the moods of two popu- 
lists of the left and the right, the Socialists’ 
Mr Rino Formica and the Christian Demo- 
crats' Mr Cirino Pomicino, who will flank 
him as finance and budget ministers. 
About-turns like Mr Carli’s appoint 
ment to the treasury are what make the ever- 
supple Mr Andreotti’s career so fascinati g. 
In 1947, as under-secretary to the Christian 
Democrats’ founder and prime minister at 
the time, Alcide De Gasperi, he oversaw a 
swing to the right brought about by the cold 
war. Later, under Aldo Moro, he served in 
Italy's first centre-left government. In 1978 
he piloted a more daring experiment: a 
Christian Democratic cabinet ruling with 
the parliamentary support of Italy’s Com- 
munist party, the so-called “historical com- 
promise", which left Italy's Socialist party in 
the cold. Mr Andreotti has never publicly 
regretted this experience, though it earned 
him three years of exile from the cabinet 
and, at least temporarily, the deep mistrust 
of the Socialist leader, Mr Bettino Craxi, 
who dubbed him the “Beelzebub” of Italian 
politics. 1 
By 1983 Mr Craxi had emerged as a for- 
midable force in Italian politics, an essential 
ally in any plausible coalition government. 
On the strength of this bargaining hand Mr 
Craxi won the prime minister's job him- 
self—and Mr Andreotti, back in govern- 
ment as foreign minister, became, if not a 
friend, at least a tactical ally. This year the 
two men's interests converged once more: 
both wanted to bring down Mr De Mita. It. 
was Mr Craxi who caused the fall of Mr De - 
Mita's government on May 19th, in the 
hope of large gains in the European election 
a month later. The Socialist gains were in 
fact fairly small. It is Mr Andreotti, alias” 
Beelzebub, who has emerged as the principal 
beneficiary of the anti-De Mita conspiracy. 


Cyprus 


All Greek to them. 


FROM OUR CYPRUS CORRESPONDENT 


L 


ELLENISM is one of the most passion- 

ate nationalisms left in Europe (which, 
looking at Eastern Europe, is saying some- 
thing). It is at work again in Cyprus, where it T 
takes the form of a belief that Cyprus is tied 
to Mother Greece, 600 miles away, the dis- 
tance from Athens to Rome. Two events 
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had created something close to hysteria be- 


threatened to wreck the United Nations’ ef- 
forts to get both sides to work towards set- 
ting up a federation. 

Earlier this month the Hellenisers had 
ensured that a new university in Nicosia will 
teach only in Greek and Turkish, making no 
use of English. This means mostly using 
Greek, since so long as the island remains 
divided few if any Turkish Cypriot students 
will come to Nicosia. The Hellenisers, 
strongly supported by the Greek Orthodox 
church, argued that otherwise young Greeks 
would become "aliens". Their victory con- 
demns the university, already delayed for 
over 20 years because of the language con- 
troversy, pitifully to waste its potential when 
it Opens next year. 

The use of English might eventually 
have provided a bridge between the young 
Greek and Turkish Cypriots now growit 
up in their separate language zones. It wou 
also have enabled the university to serve as a 





have shown how damaging this view can be. 
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by Greek Cypriot women on July 20th 
across the "Green Line" which divides the 


| Greek and Turkish halves of the island. Un- 


like the earlier, peaceful marches by another 


- group of women demanding the right to re- 


p 


turn “home” to Turkish-occupied Cyprus, 
this one was disorganised and, at times, vio- 
lent. Some men also joined in, including two 


Greek Orthodox churchmen, one of them 
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the bishop of Larnaca; that could add a pas- 
sionate Christian-versus-Muslim dimension 
to the already delicate Greek-against-Turk 
conflict in Cyprus. 

What made the march "'Hellenistic"— 
and maddening for Turkish Cypriots—was 
that the marchers carried Greek flags, not 
Cypriot ones. More than 100 marchers were 
roughed up and imprisoned by the Turkish 
Cypriot authorities. Although by midweek 


all the women had been released, the row 





- GENE AP --— x à 





' nA rA TETAN 
M eet ee VENY ee) 


cm 
a. A way roun d th e wall pi attempt to get to Austria). It || € 
? could also mean persecution at home—as 
d West German officials pointed out this 
|| FROM OUR VIENNA CORRESPONDENT TS 
t week while publicly advising East Ger- 
a OR East Germans wanting to escape who are caught—some 600 so far this mans against attempting the Hungarian 
| to the West, the route across the Ber- — year—the news is bad. The Hungarians route. 
‘|| lin wall is risky, sometimes fatal. But a first warn them and then send them Growing numbers of East Germans 
|| route round the wall has opened up, by home. If they try a second time, their doc- nevertheless seem prepared to risk it. The 
|| way of Hungary. East Germans require uments are stamped to show that they East German authorities fear a human 
-|| neither visas nor invitations to visit Hun- haemorrhage to the West unless they do 
|| gary, just a note from their own authori- something to stem it. Although they deny 
| ties giving them permission to travel. it, there are rumours that travel to Hun- 
|| Once in Hungary they have a fair chance gary will soon be restricted. The Hungar- 
| of being able to slip undetected into Aus- ians shrug, and say this is the price for 
|| tria, since the frontier between the two their country's improving relations with 
|| countries is now so relaxed that the Hun- Austria. 
| garians have started to tear down the bor- Hungarian border guards have also 
|| der fence. And once in Austria refugees been known just to shrug—and certainly 
d can pick up the passport the West Ger- not shoot—when they have spotted East 
|| mans will give to any East German. Germans fleeing across the frontier. Even 
| Since the beginning of May more than official crossing-points are an escaper's 
| 150 East Germans are known to have dream. At the border between 
B. crossed illegally from Hungary to Austria Hegyeshalom and Nickelsdorf, hundreds 
|| and presented themselves at the West a of cars are waved across each hour by 
|| German embassy in Vienna. (Others try overworked Hungarian guards. This cor- 
|| the embassy in Budapest; 30 East Ger- have been ordered out of Hungary. That, respondent could have had two East Ger- 
(|| mans are waiting to be lifted from thereto in effect, means no more travel for the mans tucked under the back seat. A cur- 
.| the West.) The true number of escapers foreseeable future (and the Hungarians sory glance inside the car, a nod and a 
| may be far higher. say they will prosecute any East German wave was enough to get to the West. 
il But the route is not risk-free. For those who somehow manages to make a third Tempting, isn’t it? 
$n 
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regional centre of learning, taking up the 
role once played by the American Univer- 
sity in Beirut. Seizing their opportunity, the 
authorities in Turkish-occupied northern 
Cyprus have started an English-language 
university, which already has students 
(2,500 now, probably 4,000 in the coming 
year) from 17 countries. 

Cyprus (population 550,000 on the 
Oreek side) cannot offer employment for 
even half of each new crop of graduates join- 
ing the existing pool of 50,000. Mainland 
Greece cannot help because it has its own 
problem of educated unemployed. Cypriots 
have always had to find work in non-Greek- 
speaking countries. Far from solving this 
problem, the new university will exacerbate 
it. Even leading Hellenisers, if they can af- 
ford it, have been sending their children to 
English-language universities abroad and 
not to Mother Greece. 





Norway 


Antipathy rules 


FROM OUR NORDIC CORRESPONDENT 


HE antipathy that blond and blue-eyed 

Norwegians feel for refugees and other 
immigrants of tawnier hue, and resentment 
of the money spent on them, may produce a 
shock in the election to the Storting on Sep- 
tember 11th. The immigrant population is 
small—about 36,000 Asians, 7,000 Africans 
and 6,500 Latin Americans— but the influx 
of refugees is a fairly recent phenomenon 
and the immigrants are conspicuous in 
homogeneous Norway. The anti-immigrant 
vote is being harvested by the populist 
Progress party. If the summer's opinion 
polls are a guide, that party could jump from 
under 496 of the vote in the 1985 election to 





Hagen is sitting pretty 
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15-18% this time, giving it up to 25 seats in 
the 157-seat parliament. In the present 
Storting it has only two seats. 

The other groups in the Storting feel 
much the same antipathy for the Progress 
party as the Progress party’s voters feel for 
swarthy immigrants. So more support for 
Progress may increase the chance that the 
present minority Labour government, led by 
Mrs Gro Harlem Brundtland, will be able to 
cling to office in the face of a divided 
opposition. 

The leader of the Progress party is Mr 
Carl Hagen, a well groomed former busi- 
nessman with a talent for exploiting the tele- 
vision cameras to get his message across. 
And his message is not primarily anti-immi- 
grant. He appeals to the voters by protesting 
vehemently against the supposed incompe- 
tence of all the other parties. He calls for 
lower taxes, more policemen, privatisation 
of state-owned enterprises and cuts in the 
bureaucracy. But his party also wants tighter 
controls on immigration, and this may be 
the main explanation for the inroads the 
party is making into Labour's support in 
working-class districts in the larger towns. 

The Conservatives, with 3096 of the 
vote last time, are also suffering, scoring 22- 
2396 in recent polls. They had governed as a 
minority in 1981, then in coalition with the 
Centre and Christian People's parties from 
1982 to 1986, when they gave up and let La- 
bour have a turn (without an election: elec- 
tions in Norway have to be held at fixed 
four-year intervals). Their support is slip- 
ping partly because they have failed to pro- 
vide a credible alternative to Labour. 

Should Mr Hagen's success ensure an- 
other spell for Mrs Brundtland, Norwegian 
business will cry only crocodile tears. The 
former coalition parties have given signs re- 
cently that they would like to remake their 
coalition after the election, but theirs would 
be a weak government. One of the issues 
that divide them is the EEC; the Centre 
party, which is virtually a pressure group for 
the farmers and the people of the remoter 
coastal districts, is adamantly against Nor- 
wegian membership. 

Mrs Brundtland and her finance minis- 
ter, Mr Gunnar Berge, have shown a firm 
hand in curbing inflation and getting the 
economy back on course after the collapse 
in oil prices in 1985-86. Hourly wage rates in 
1987 rose by almost 1996; over the past 12 
months they have risen by about 31/296. In- 
flation has dropped from almost 1096 in 
1986 to about 41/296. 

The cost has been in unemployment, 
which has risen from 296 in 1986 to 3.796 
this summer. That, as well as Mr Hagen's 
rise, explains why Labour's support has 
slipped from 4196 in 1985 to 3496 in recent 
opinion polls. Even Labour will find it hard 
to carry on dividing and ruling if its vote 
does not pick up. 
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Day of judgment 


FROM OUR NORDIC CORRESPONDENT 


HE conviction of a suspect in the Pal m 

murder case is unlikely to mark the end 
of Sweden’s long agony over a es 
which nobody has confessed, investigated 
such a bungling fashion that two justice 
ministers, the national police chief and tł 
head of the police intelligence service, vo 
have all had to resign. Now, after a five-wee 
trial, a 43-year-old drunk with a long recore 
of violence has been found guilty of shoe 0 
ing Olof Palme, Sweden’s prime minis 
outside a Stockholm cinema in Febru 
1986. Sentenced to life imprisonment, hei 
expected to appeal. 
The evidence against Mr C 
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Palme still a puzzle | 


















Pettersson, who pleaded not guilty, was | en 
tirely circumstantial. It was also contradic: 
tory, with witnesses placing Mr Pette M 
in different places miles from each óchece al 
the time of the crime. Even so, the case v 
based on the evidence of witnesses who id 
that they saw him near the scene of the 
crime. Nobody saw him fire the shot. No 
motive was adduced. The murder weapon 
was never found, and no evidence was pro- 
duced to indicate that Mr Pettersson was 
ever known to have possessed a gun. RE 

Mrs Lisbeth Palme, the victim's widow. 
was the key witness. She claimed to € 
Mr Pettersson with absolute certainty as the 
man seen running away after the shootit n 
She picked him out at an identity parade 3 
months later. He was apparently so differen 
from the others in the line-up. that she ic ider 
tifed him with the words: “You can 
who's the alcoholic; number 8.” E 

When the trial began at the end of N 
a police official told a reporter that, if M 
Pettersson were found guilty, people wo ud d 
probably suspect a miscarriage of justice: 4 
and if he were acquitted, they would assume 
he probably did it anyway. Fairly put. | 
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garet Thatcher reshuf- 
d her cabinet. Only seven 
-21 men in it retained — 
previous positions; but 
one woman did. Two min- 
resigned, two were asked 
ave, the rest moved 





new cabinet’s rising 
rocket: foreign secre- 
‘John Major (aged 46), 
iom Mrs Thatcher (63) 
ems temporarily top of the 
zen of the right age and 
ettle to succeed her circa 
9. Falling nice old stick: 
offrey Howe (62) demoted. 
win votes by looking politer 

Labour as leader of the 
b vi d Commons. 





addition to getting a much 
greener young environment 
ninister (Chris Patten, 45), - 

Ye of Mrs Thatcher's 

anges brings Cecil Parkin- " 
nto Transport, where she - 
wants him to privatise British. 
his privatisation of 






ld Magnox nuclear stations, - 
the taxpayer will pay over 
3 billion to close them down. 


trikes and stricken 
gh private employers at 
locks sacked strikers' 
stewards and diverted 
to non-striking ports. 
ies that they were 
rovocative’’, the 
rike started to col- 
June’s “dock-strike af- 
ted” trade deficit was small- 
than expected. 




















ways and the BBC and 
er public-sector employ- 
fered their strikers what 
hey called something like 
6 wage settlements, but 









hant union activists pon- 

d whether to strike on for 
. But after a sixth one- 
stoppage hit British. Rail, 

t looked as though the rail. 
pas might at last be ending. 














city, he cannot sell the . | 


actually more. The trium- — 








| Asa deserted Bournemouth 


roasted in a fiercer heatwave 
(85 degrees) than Biarritz (72 
degrees), British holidaymak- 
ers queued at airports to fly 
south to colder weather. 
French public sector 


| air traffic controllers an- 
.| nounced another peak-of-holi- 
-| day strike. 





Public water authorities con- 
tinued to ask customers not to 
use water when they most 
wanted it. Officials at the Sev- 
ern Trent river authority 
were reported to have hosed 
the outside of their headquar- 
ters with 42,000 gallons, while 


telling customers to “use water 


wisely" in the face of a wors- 
ening drought. 


In touch 


Cambridge University is to 
build a £3m internal-commu- 
nications network out of opti- 
cal fibre. It will link all the 


colleges, departments and pos- 


sibly the science park. Enthu- 





siasts say it could revolutionise 
teaching and research there. 


A motorist whose “cruise con- 
trol” jammed at 70 mph 
avoided disaster: by calling a 
mechanic for help on his car 
phone. 


Oftel, the telecommunications 
industry watchdog, said it 

will allow telephone chatline 
companies to resume opera- 
tions, but only if they comply 
with a new code of practice 
approved by Oftel. 


Matters for the law 
Comedian Ken Dodd was ac- 


quitted on criminal charges of 
tax evasion, although he 
owes over £800,000 in back 
taxes, and kept thousands of 
pounds-worth of unreported 
bank notes all round his 
house. He may have to pay up 
to double his £800,000 if suc- 
cessfully pursued in the civil 
courts for negligence. 


Parliament is to debate special | 


legislation that might allow. 


the imprisonment, after long | 
appeals and remand, of per-e- -~ 


haps three 70-year-old ae | 


Nazi war criminals living in in. 


Britain. 


The Home Office said it will. 


move next year to close the. = 


male section of the “grisly” 





Risley remand centre, where 
inmates recently rioted against 
overcrowding. 


Cans of HP baked beans were 
withdrawn from supermarket 
shelves after pieces of glass 
were discovered in them. They 
join four other products, in- 
cluding Heinz baby food, 
which have suffered similar 
tampering, in some cases by 
would-be blackmailers, in the 
past few months. 


A man facing extradition to 
Hongkong on fraud and cor- 
ruption charges lost his appli- 
cation for bail. He has been 
held on remand for 334 years. 





Britons are growing crosser. 

with their solicitors: public 
complaints jumped 14% last 
year. 


A £10,000, 18-inch scale 

model of the Batmobile—the 
ingenious crime-buster'scar 
used for special effects in the 
blockbusting movie “‘Bat- 7 
man’ "was kept in a produc- 





er's office at Pinewood stu- 
: dios. It was unfortunately 


stolen. No call yet for the 


: caped crusaders. À detective 


in a suburb of Slough is tack- . 
ling the case single-handed. — 
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X J HAT was touted as a routine end-of- 
V V term reshuffle of ministers turned out 
to be the stuff of high drama. Mrs Margaret 
Chatcher moved her most senior cabinet 
. olleague and replaced him with one of the 
most junior. Of the 22 cabinet posts, 13 
ended the week with new occupants. Mrs 
Thatcher thought such butchery necessary 
if she was to prepare the ground for the next 
general election. Her government has been 
churning out radical policies for years, how- 
ever exhausted and irritated the electorate 
. has become. Now is the time to stop crafting 
new policies and to start making existing 
ones popular. 
To that end, fresh faces were needed. 
Yet right up to the morning of the reshuffle, 
Downing Street had signalled that the occu- 
pants of four top departments—the Foreign 
.— Office, the Treasury, the Home Office and 
J the Ministry of Defence—would be left un- 
disturbed. In fact, Mr George Younger, the 
defence secretary, had privately told Mrs 
Thatcher some weeks earlier that he hoped 
to give up his post at a convenient moment, 
and to leave the House of Commons. His 
tiny majority in his Scottish seat is now 
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highly vulnerable. 

Had Mr Younger been the only top man 
to go, the reshuffle would have been a sur- 
prise, but no more. But Mrs Thatcher had 
more up her sleeve. She had become increas- 
ingly irritated by her foreign secretary, Sir 
Geoffrey Howe. The last straw may have 
been the Madrid summit of EEC leaders, 
where she felt trapped by Sir Geoffrey into 
making a firmer commitment to European 


monetary union than she wished. Although . 


she had bullied him unmercifully, trampled 
over his departmental prerogatives and hu- 
miliated him in front of his colleagues and 
officials, he had appeared to bear it all with 
equanimity. This seems only to have mad- 
dened her further. 


In fact, Sir Geoffrey's seemingly endless 


-ability to absorb all the indignities masked a 


state of fury. He had been telling his friends 
that he had taken almost as much as he 
could stand. So, when she summoned him 
to hear of his removal, he reacted with un- 


characteristic vigour. Various alternatives, 


including the Home Office, the leadership 


of the House of Lords and the leadership of 


the House of Commons were offered or de- 
manded. It took a second meeting to reach 
an uneasy agreement—he would be called 
deputy prime minister, chair some cabinet 
committees, and be given a country house 
hitherto enjoyed by the chancellor, > > 
^^. Sir Geoffrey's supporters unwisely de- 
cided to brag about the conditions he had 
demanded for remaining a member of the 
government. The resulting loss of dignity 


has probably undermined his authority as 


leader of the Commons and may have made 
his relations with the prime minister impos- 
sible. Meanwhile Mr Douglas Hurd, whose 
job as home secretary was offered to Sir 


Geoffrey as a consolation prize, must now _ 


see himself as a piece on Mrs Thatcher's 

chess board, to be moved as her private tac- 

tics dictate. | 
Other ministers will have happier mem- 


headed negotiator for British p 
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ories of the reshuffle—Mr John - 
Mr Peter Brooke, Mr Christop 
and Mr Norman Lamont all er 
net for the first time. But non 
broadly as Mr John Major, the 
secretary. eU 
Mr Major lacks experience 
fairs, so Mrs Thatcher can expe 
months at least, a fairly free han 
British foreign policy, especially o 
Those long suspicious that the- 
fice was giving away too much it 
negotiations were crowing all wee 
think they have not just Sir Geoffrey’: 
but that of Mrs Lynda Chalker, his: 
minister, too. She has been moved. 
Overseas Development Administrat 
make way at the Foreign Office for M: 
cis Maude, promoted from the. 
of Trade and Industry. - E 
The anti-Europeans may be cel 
prematurely. Mr Maude may be a 

























































































there is not the first reason to doubt his 
|. commitment to the completion of the inter- 
—. nal market and all the necessary sharing of 
= decision-making with Brussels which that 
= implies. As for Mr Major, he is unlikely to 
.. reveal himself as being in the anti-Europe- 
| ans’ pocket. He is his own man. That is one 
-= of the reasons that Mrs Thatcher has long 
. admired his talents. By this promotion, she 
a has marked him out as a possible heir. 
Mr Major’s parliamentary colleagues 
— like him, and admire the way he manages to 
— be toughly nice. As chief secretary to the 
— Treasury, he managed to get through two 
~ public-spending rounds without needing 
- the arbitration of a "star chamber”. Still, 
— lightning promotion has its dangers: some 
backbenchers were sniping at Mr Major be- 
—— fore he had spent three hours in his new job. 
dt might have been better for him to have a 











-. domestic department, with plenty of scope 
to shine in the House of Commons. Other 
- young politicians—such as Mr Leon Brittan 
— and Mr John Moore, a sad casualty of the 
— week—have lived to regret rapid advance- 
— ment from Mrs Thatcher. 
— — Another clear winner from the reshuffle 
- was Mr Kenneth Baker, who becomes chair- 
= man of the Conservative party. Yet the 
— changes at Central Office include ingredi- 
- ents for disaster. Mr Baker is welcome to To- 
. ties as a man of formidable political abili- 
- ties—hard-working and ruthless, but as 
. charming as the occasion requires. But Mrs 
— Thatcher does not entirely trust him. She 
— has therefore appointed Lord Young, who 
— has left the cabinet to return to business life, 
. as deputy chairman of the party and thus Mr 
- Baker's political minder. Lord Young does 
= not have the temperament to be a deputy. 
. Mr Baker, whose prospects as a contender 
for the leadership must depend on gaining 


credit for an election victory, will not want 
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- to share either the power or the glory. 





I'm here as your deputy 
" 50 
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A third man with a smile the size of a 
split watermelon was Mr Christopher Pat- 
ten, who becomes environment secretary. 
He should be able to rebuild links with envi- 
ronmental groups alienated by Mr Nicholas 
Ridley's abrasive style. Mr Ridley himself 
soldiers on, at Trade and Industry. 

He was never in danger of being sacked. 
With the possible exception of Mr Cecil Par- 
kinson, he is the only convinced 
Thatcherite in the cabinet, and he had done 
as good a job of bashing local government as 
Mrs Thatcher could possibly have hoped 
for. He has always wanted to be industry sec- 
retary—a bigger challenge, in his view, than 
the chancellorship—and can be counted on 
to develop a genuinely Thatcherite ap- 
proach to a department whose intervention- 
ist instincts Lord Young could never kill. 

Mr Parkinson had a mixed reshuffle. 
Transport, where he has ended up, was be- 
low his ambitions. But if he can make a suc- 
cess of the preparatory work laid by Mr Paul 
Channon (who, despite his awful public im- 
age, was admired by his top officials), he may 
yet inherit the Treasury. 

Mrs Thatcher completed her reshuffle 
in a remarkably single-handed fashion. 
There were formal consultations with the 
chief whip, but apparently none with any 
other confidants. And, while one of her ob- 
jectives was to put her party in a position to 
woo the voters, another was to ensure that 
her legacy never falls into the hands of her 
most bitter rival—Mr Michael Heseltine. 
Rather than see him succeed her, she hopes 
to hand over to the new generation: if not 
her own nominee, Mr Major, then perhaps 
Mr Patten or Mr Baker. No longer the 
nanny, telling the nation what is good for it, 
expect soon to see Mrs Thatcher as granny, 
proudly parading her youngsters for cooing 
admiration. 
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Electricity privatisation 


Not for sale 


HOULD Mr John Wakeham, Britain's 

new energy secretary, feel indebted to 
his predecessor, Mr Cecil Parkinson? Before 
driving off to the Department of Transport 
on July 24th Mr Parkinson made a swift U- 
turn and announced that the Central Elec- 
tricity Generating Board's (CEGB's) seven 
aged Magnox nuclear-power stations were 
not, after all, to be sold as part of the elec- 
tricity industry's forthcoming privatisation. 

This looks like good news for the City 
and for investors: the Magnoxes are nearing 
the end of their working lives and will each 
cost £500m-1 billion (perhaps more) to de- 
commission. Had the Magnoxes been sold, a 
big chunk of this clean-up bill would have 
been passed on to shareholders and electri 
ity users. Instead the cost will now be share 
by all taxpayers. 

Should potential shareholders—and 
consumers—rejoice? No. Consumers will 
still pay a hefty nuclear tax on their electric- 
ity bills because National Power (which in- 
herits the CEGB's nuclear programme after 
privatisation) will still be lumbered with five 
unreliable and uneconomic advanced gas- 
cooled nuclear plants (AGRs). Most of the ar- 
guments for leaving the Magnoxes in state 
ownership should apply to AGRs, too. The 
total operating and decommissioning costs 
of each AGR will be even higher than those 
of the Magnoxes: and National Power will 
pick up most of the future bills. 

Worse, National Power is to build four 
new (and untried) pressurised-water reac- 
tors (PWRs) to replace the Magnoxes—a de- 
cision, forced on it by the government, that 
no private company would have taken. So 
before investors become too euphoric about 
absent Magnoxes, they should ask then 
selves whether pwrs are likely to be any le: 
costly than Britain's past nuclear-plant de- 
signs. Industry insiders doubt it. 

Small generating companies hoping to 
sell electricity after the 1990-91 privatisation 
may also be hit by the decision to leave the 
Magnoxes in state hands. Subsidised by tax- 
payers, the Magnoxes are likely to go on pro- 
ducing power long after any private oper- 
ator would have shut them down—power 
that will probably be sold at well below its 
true cost of production. This will raise entry 
barriers to would-be private generators. 

The public seems unlikely to be fooled 
by Mr Parkinson’s desk-clearing. A recent 
NOP poll found that only 54% of would-be 
electricity investors will buy shares if nuclear 
power is included in the sale. And nuclear, 
be it Magnox, AGR or PWR flavour, is nu- 
clear. If he wants the sale to succeed, Mr 
Wakeham may have to produce an even big- 
ger U-turn than Mr Parkinson's. 


— ái € eS, B 
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Starting to talk the same language 


Businessmen and teachers are increasingly working together to give school- 


leavers the skills needed in a modern economy. 


heir efforts, backed by 


- the government, have to reverse decades of mutual suspicion 


T)OLITICIANS and pedagogues have 
A. spent 150 years decrying the anti-busi- 
ness bias of British education. Educational 
reformers have made vain assaults on it 
since the Great Exhibition (see box on next 
page). The latest attempts at reform have 
been pushed hard by the two men who this 
week quit the top jobs at the Departments of 
Education and of Trade and Industry. Mr 
Kenneth Baker and Lord Young both de- 
- serve credit for trying to change the histori- 
cal bias. They may have made ‘a 
' reakthrough. 

¿Hardly a week now passes with- 
out the launch of some organisation 
or initiative, suitably acronymed, in- 
tended to build links between indus- 
try and schools. This is a dramatic 
contrast with the mid-1970s, when 
right-wing think-tanks lambasted 
teachers for preaching socialism and 
educationalists suspected business- 
men of philistinism and worse. _ 

Plenty still goes wrong when 
youngsters leave school and go into 
work or higher education. France 
trains two-and-a-half times as many 
craftsmen and technicians as Dritain. 
In the past decade the number of peo- 
ple gaining engineering qualifications 
has increased by 6096 in France and 
35% in West Germany—but has 
fallen by 3096 in Britain. Britain is a 
long way behind its main competitors 
in gearing its training and education 

o industry's needs. 

l The current campaign to im- 

prove links between industry and 
education was started in 1976 by the 

last Labour prime minister, Mr James 

(now Lord) Callaghan. In a seminal 
speech at Ruskin College, Oxford, he 

attacked teachers for not equipping 
schooldeavers with even the basic skills they 
needed for a job. 

The immediate consequence was an- 
other round of mutual recrimination by 
educationalists and industrialists. That was 
‘soon followed by a rush of new initiatives, all 

to find ways in which companies and 
schools might instead co-operate with each 
other. The Thatcher government has gone 
on to make four main changes: 

€ Education policy has been deemed too im- 
portant to be left to the Department of Edu- 
cation and Science (DES) alone. The Depart- 
ment of Trade and Industry (DTI) has 
- financed a project to put a computer in ev- 
ery school in the country. Its industry-educa- 
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tion unit pump-primes the main initiatives 


and monitors links between schools and 


companies. The Department of Employ- 
ment (DE), through the now-defunct Man- 
power Services Commission, organised the 
technical and vocational education initia- 


tive, intended to encourage practical and 


technical skills. The DE is also the main 
source of financial support for "city com- 
pacts’, under which local employers guaran- 
tee jobs for local school-leavers who meet 
agreed performance levels. 

@ Partly as a consequence of pressure from 





these other departments, the culture of the 
DES has subtly changed. The government 
channelled its money for school computers 
through the DTI precisely because it knew 
that the DES, with its limited control of local 
authorities’ spending, would not be able to 
dictate the final destination of the cash. The 
DES has now begun to distance itself from 
the schools, its producer lobby. Re-educated 
by Sir Keith (now Lord) Joseph, and re-in- 
vigorated by Mr Kenneth Baker, it has 
launched its own pro-business initiatives. 

e The biggest consequence of the DES's new 
approach, and the lynchpin of Mr Baker's 
reforms, is the new national curriculum. 
Businessmen have longed for this passion- 





ately: central 
































































seen as more efficient and mot 
sible than variety and com 
Baker gave businessmen a big s: 
ning the new curriculum. Their i 
particularly marked in the design 
nology course. Hitherto a Cinderella 
in British schools—taught by low: 
teachers and mocked by serious st 
design will in future be given a highe 
And, in deference to business intere: 
familiar question—what will you d 
you leave schooll—will be asked 
more often. | 
e The government has sought to encc 
direct contacts between schools and 
nesses. The Baker reforms have ord 
that 35,000 places on the governing 
of schools and colleges must be reset 
businessmen. Every yeat at least. 
teachers will have to spend some tim 
cal businesses. All schoolchildren a 
sent on work experience. 
big companies have pl 
selves to found at 
nology colleges, 
technical and comn 

The impact of à 
will not becom 
come. In thet 
tum for close 
tion and ind 








warmed to busir 
sight of a gener: 
ting the classro: 
in the early 1980 
court local büsinesse 
attempt to find w 
leavers. Since then links wi 
businesses, frequently initiat 
teachers, have become routi 
September 63% of schools ha: 
lar links with local companie: 
Businessmen have been resp 

ing to these overtures, albei 
coyly. Initially, they were m 
by philanthropy. Shocked 
Brixton riots in 1981, large f 
Shell, Marks and Spencer, and * 
decided that they ought to resume 
the civic responsibilities dispet 
since the second world war. 1 
place to start was in the schools. 
ica, where this new corporate $ 
science was also apparent, busine 
even invented a term for it 
preneurship.) E 
In the past couple of years a rati 
powerful motive has come into pla: 
tetest. Businessmen have slowly begu 
ten to the ticking of what Mr John | 
director-general of the Confederat 
British Industry calls “the demo; 
time-bomb’’. Secondary-school rolls ar 
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bling: for 


nother reason for the change is sim- 
Varily at first, but then with more en- 
m; businessmen have been venturing 
state schools. Instead of the bearded 
e-jeaned leftists of Tory demonology, 
ually find sensible professionals, cop- 
vith thin resources and formidable 
ems. e 

or all this the new friendliness between 
ers and businessmen, there are still po- 
sources of trouble. Too many orga- 
ns and initiatives are competing for 
talent and limelight. Innocents are 
ted with an alphabet soup of acro- 


| 
ECHNICAL education has | 
A been under a cloud of suspi- | 
n in the world of organised la- | 
.” Arthur Greenwood, Labour | 
litician (1925). | 
; | 
| 

| 

| 

| 


ye must make provision for the 
ining of our captains of industry, 
d that can only be done when we 
ut our educational house in order 
'om top to bottom." Viscount Hal- 
ane, Liberal politician (1916). 


It is in the classrooms of our schools 
hat the future battles of the Empire 
r commercial prosperity are being 
lready lost.” Sidney Webb, inventor 
f Fabian socialism (1908). 


Britain is trying to meet the calls of a 
odern epoch...with a working 
ass not educated at all, a middle 
ss educated on the second plane, 
1 the idea of science absent from 
whole course and design of our 
ation." Matthew Arnold, writer 
school inspector (1868). 


| we turn out our children to do 
tle in it, equipped with the shield 
nd sword of an ancient gladiator.” 
1, Huxley, scientist and radical 


The general character of all second- 
ry education in Germany is tending 
ards giving instruction in the 
ants of the nineteenth century, and 
-stopping at that considered suffi- 
nt in the thirteenth, as many of our | 
sical schools do." Lyon Playfair, 
ntistand academic (1852). 





| 
| 
| 
| 
| 
| 
| 
he modern world is full of artillery; | 
| 
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sting some | 
ganisation or other. The Foundation fo 








Education Business Partnerships, set up by 


Business in the Community (Bic) in June, is 
intended to cut through this confusion and 
focus all the current activity. Mr Keith 
Kirby, an educational consultant with Bic, 
describes it as an enabling body, which will 
articulate national targets and evaluate 
progress towards them. 

In Whitehall, the main government de- 
partments— DES, DTI and DE—often pull in 
different directions. The DE is anxious to 
put school leavers in jobs at the first possible 
opportunity, whereas the DES is more inter- 
ested in long-term training. When the DE 
tried to hijack compacts, making them part 
of its Training and Enterprise Councils, the 
DES reacted angrily, arguing that the move 
would make teachers suspicious of links 
with employers. Some talent-hungry busi- 
nesses are using compacts to poach promis- 
ing fifth-formers, leaving sixth forms to fill 
up with slow-coaches. 


Housing policy 


Working, in a way 


[ HE government's plans for pulling pri- | 


vate cash into social housing are work- 


ing even better than it hoped—except for - 


one big snag. "e 
The government wants housing associa- 


tions to replace local councils as providers of 


homes for the poor. In 1988-89 the Housing 
Corporation, the associations' overseer and 


distributor of Whitehall's grant aid to them, - 


was able to approve plans for 25,000 new 
houses in England, over a fifth more than 
the year before. But not just by digging 
deeper into Whitehall's pocket: the associa- 


tions attracted promises of £93m from the 


private sector. 

In all, 9,000—o0ver one-third—of the 
new houses will be mixed-funded, with 
Whitehall paying, on average, 6096 of their 
cost. Looking ahead, by the early 1990s the 
corporation hopes to be approving 40,000 
houses a year. Though Whitehall's total aid 
will rise sharply, maybe three-quarters of 
those will involve some private cash. 

In addition, housing associations raised 
£246m for schemes involving no central 
grant at all, Much of that, admittedly, came 
from leaseback deals with local councils slip- 
ping under Whitehall controls, an escape 
route that has since been largely blocked. 

Meanwhile, the other prong of govern- 
ment policy, breaking up councils’ housing 
empires, is slowly starting to work. “Ten- 
ants choice" —the right to opt for a new 
landlord— is barely off the ground. But two 
councils have made block transfers of their 
stock to specially created housing associa- 
tions, and four more are ready to do so. In 


- lt has abolished the | 
tion Authority, a body 
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that provided valu- 
























































and fear that much time will now be wasted 
compensating for its absence. 

Mr John MacGregor, appointed in the 
reshuffle to succeed Mr Baker as education 
secretary, arrives at a critical moment. 
Though not a glamorous figure, he enjoys a 
reputation as a careful implementor; he will 
command the support of many educational- 
ists who are tired of glamour and worried 
about detail. If he can exert the leadership 
needed to cope with all these problems, a 
profound and beneficial shift may take place 
in British social attitudes. If not, British edu- 
cation may be left simply strolling in tk 
right direction—while other countries, a 


-ready further down the track, are sprinting. 





all, over 20,000 dwellings are involved. 
But all is not well. Critics claimed the 
associations would have to stop housing the 


‘poor as they started charging new tenants 


higher rents (not least, to finance their pri- 


..vate capital) under the new “assured-ten- 
 ancy' regime. So far, that has not hap- 
pened: a recent survey by the Housing 
. Corporation found that a quarter of the 


associations' new lettings were to the home- 
less and over 7096 to households with net 
incomes below £100 a week. But for how 
long? Private money is indeed leading to 
higher rents: 35-50% higher. | 

This means a rent of about one-third c 
the typical tenant household's net income. 
Ministers' assurances that rents would re- 
main "affordable" are looking thin—at 
least to the associations, which reckon one- 
fifth is the most their poor tenants can af- 
ford. The obvious answer is more housing 
benefit. But its rules were sharpened last 
year; only really poor recipients are now 
fully protected against higher rents. 

So Whitehall, having cut housing bene- 
fit with one hand, is now having to meet a 
larger share of the costs of mixed-funded 
housing with the other. When the idea of 


mixed funding was first dreamt up in early 


1987, the Treasury set a limit of 30% on the 
government's contribution. It took fierce in- 
fighting to push the Treasury to the 1988-89 
average of 6096. For the current year, it was 
pushed up again, to 75%. At which point 
some cynics ask, why not reinvent public 
housing? . | ; 
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Kinnock is 
dumped ihe unions now, he might cut La- 


HIS week Labour's national execu- 

tive looked at proposals for weaken- 
ing the unions' stranglehold on the par- 
ty's conference, decided not to make its 
mind up about them, and announced a 
seven-month period for further thinking. 
Compared with tackling the unions, Mr 
Neil Kinnock finds dumping unilateral 
disarmament easy. But all sides know that 
union power in the party is an issue he 
cannot duck. 

As with so much to do with the Labour 
party, today s difficulties were bequeathed 
by generations past. In continental Eu- 
rope, Socialist parties preceded organised 


| labour; in Britain, it was the unions that 
— formed the party. Votes at conference de- 
pend on the membership of those orga- 


nisations that make up Labour's federal 
structure. Since far more join affiliated 
unions than join constituency parties, the 
unions get 9096 of the votes, the constit- 
uencies 1096. Conference remains the su- 
preme body in the party. So, despite the 


| fact that at the 1987 election perhaps 60% 
| of union members did not vote Labour, 


the unions can still dictate policy. 

Until the late 1960s the right wing of 
the party—which then held the leader- 
ship—thought this was fine. Union 
bosses protected policy from the left wing 
in the constituencies. In the 1970s the bal- 
ance changed; unions moved to the left, 
and Labour’s leaders ran scared. 

Mrs Thatcher has come to their assis- 
tance. Her onslaught on the unions has 
removed the last shred of an excuse that 
Labour had for quaking before them. The 
opinion polls have provided the motiva- 
tion for change: year after year, people 
cite union domination of Labour more of- 
ten than any other reason for not voting 
for the party. At each party conference, 
the press sneers as policy is made by the 


effortless swing of a few million votes. 


Yet even if he wanted to have the To- 
ries’ autocratic attitude to these things— 
what Madam demands, Madam gets—Mr 


trapped by the past. If he 


bour off from what remains of its bedrock 
support among the organised working 
class. His difficult task is to persuade 
union leaders that they must, with him, 
modernise their image and relinquish 
their power. 

Mr John Edmonds, general secretary 
of the large and centrist GMB union, agrees 
with Mr Kinnock. The party's method of 
making decisions, he said at his union's 
conference in June, looked like what it 
was: "a system designed for the 1920s try- 
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ing to survive under the television lights 
of the 1980s". He wants conference to di- 
vide into two houses—the unions and the 
constituency parties—which would both 
have the power to block each other's 
policies. 

. The intention is good, but the scheme 
itself is flawed. It would constipate the 


conference and. produce much public 


mirth at the party's expense. Yet plenty of 
other di gom abound. On the right, 
some wild electricians talk of abolishing 
the block vote altogether. The engineers 
think that big questions like the leader- 
ship should be decided by secret postal 





Edmonds of the GMB 


ballot, with one member counting, mira- 
bile dictu, for just one vote. 

On the left, the transport workers 
think that votes should be tied to finan- 
cial contributions to the party. Party sub- 
scriptions are now being revamped. From 
next year, an individual member will pay 
six times what the unions pay for each of 
their affiliated members. So why not give 
individual members six times the weight 
of affiliated members? Depending on how 
you play with the formula, that might re- 
duce the unions' share of conference 
votes to 7096. 

With 1.3m block votes behind it, that 
idea starts with some decent backing. It 
also seems to be Mr Kinnock's favourite. 
It chimes with his drive to increase indi- 
vidual membership: the more individual 
members there are, the smaller the 
unions' vote. With the aid of special offers 
and a new computer, he now plans a mem- 
bership drive. This decade individual 
membership has dropped from 350,000 to 
290,000. Mr Kinnock wants Im by the 
end of the 1990s; membership is already 
up by 17,500 since the campaign was 









































launched six months ago. 

One day, and sooner than most 
servatives think, Labour will dump: 
batross of union dominance of the: co 
ence. But that does not mean itsu 
problems will be over. For |3bour d is 
muddled on what, once in governme 
its labour-relations policy would be. 
year's policy review promises to shift. 
balance of power back to the unions ¢ 
to legalise secondary action. For those 
terested in Labour as a possible futi 
government, not just as a constitut 
puzzle, that is the important point. Th 
people include Mr Edmonds. He sho 
now stop thinking about the way pa 
policy is made, and start worrying in: 
about its substance. 


———————Ó Aner tei AAN ant of 


A right Paddy 


A curious footnote to last: week’ š 
paper on the legal aires ma 
had some reshuffle implications... 

One of the most radical. 
made by Lord Mackay, the lord 


lor, i in his January green. nod co 


lied ds its pone sho 
rights of audience in all criminal cot 
providing they satisfied oe st 
dards of advocacy. : 
When the white paper was pu 
six months later, it made no ment 
the cps. Indeed, Lord] Mackay is ut 
discomfited when the subject is 
fact, the January proposal on the 
vived until the penultimate draft 
white paper. It was then taken out: 
of a last-minute package of concessit 
Sir Patrick Mayhew, the attorney-get 
who thought that the Mackay pa 
was dangerous—especially to the b: 
which he is the titular head. 
The oddity is this. The crs is no 
any old bunch of lawyers; it is respx 
to Sir Patrick himself, the closest thi 
a field operation he has. Hence his'¢ 
tions amounted to defending the 
leges of his friends at the bar agai 
claims of those who are effectively 
staff inside Whitehall—to say nothi 
his failure to support government - 
that the professions should be expos 
competition. 
Sir Patrick has not spent all his ; 
cal career in jobs reserved for lawyers 
had let it be known that he was keen c 
promotion—perhaps to Northern 
land—in the reshuffle. In the event 
stayed put, and should count him 
lucky with that. 
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PLANT, VEHICLES AND EQUIPMENT - 


| Loan number 2760-UNI | 
Kaduna State Forest Management Project —KDF. 
















K —KDFMP/ICBIFB-2.— 
he Government of the Federal Republic of Nigeria has received a loan from the World Bank in various 
urrencies towards the cost of the Kaduna State Forestry Management Project of the Second Forestry Project, 
it ed that part of the proceeds of this loan will be applied to ee payments under this contract. 
pply of plant, vehicles and equipment for which this invitation to bid isisued. oe 
iduna State Forest Management Project now invites sealed bids from eligible bidders for the supply of 
1e following items (with quantities indicated). _ | | M LN 
pex ^ Category A— Construction equipment (Bid Security US$22,000) 
Item number: x 
1: Crawler tractors, 200 KW (3) 
2: Grader, 95 KW(1) | 
3: Crawler tractors, 60 KW (2) " 
4: Rome ploughs, to be used with item 3 of A (2) E 
ay Heavy-duty 20-30 disc harrows, to be used with item 1 of A (2). 
Category B—Tractors (Bid security US$8,000) - i 
Item number: ee, 4 
1. Agricultural tractors, 60 KW (11) 
2. Agricultural tractors, 4-WD with winch (3) | | B 
3. Heavy-duty off-set disc harrows, to be used with item 1 of B (9) 
4. Timber trailers, 6 tonne (6). 








Category C—Lorries (Bid security US$6,000) 
Item number: T 


1. Lorries, 10 tonne (6) | 

2. Tipper lorry, 10 tonne; 6.4m (1) 

Category D—Cars (Bid security US$3,000) 

Item number: | 

1. Station wagon, 2-WD (1) 

2. General Purpose (GP) pick-ups, 1 tonne, 2-WS (6) 

2 . 3. Sedans, 2-WS (3) oe | 

_ All bids must be accompanied by a security in the form of a bid bond or bank guarantee for ge Pre sl as 

sh ella above and as specified in the "Instructions to bidders", under clause 15 of section Il of the bid ing 

. documents. o. 3 

Items under Category A must be delivered within 150 days of receipt of order; and items under all other 

_ categories must be delivered within 120 days of receipt of order. E wc E eee 

-Bidders may bid for one or more complete categories as awards will be based on individual categories. 

terested eligible bidders may obtain further information from and inspect the bidding documents at the 

office of the Acting Project Manager, Kaduna State Forest Management Project (first address below) or 

irchase from them from Agroman-ADPLA (second address below). SNNT 

)plete set of bidding documents may be purchased by an interested eligible bidder on the submission of a 

ten application to either of the addresses below, and upon payment of a non-refundable fee of nairas 
r US$250. After receipt of the fee, the bidding documents may be sent by courier to the bidder's 

gistered address. 2A | M | 

Ye comparison of evaluated bids, a margin of preference will be given to goods manufacturered in Nigeria 

pecified in the bidding documents). | | MEL. 

| bids must be delivered on or before 1200 hours, local time, on 22 Au ust 1989 to the Acting Project 

anager, Kaduna State Forest Management Project (first address below) for public opening immediately 

hereafter in the presence of bidders’ representatives who chose to attend. BEL | ^ 

| k | | (1) Acting Project Manager B ui | 
Kaduna State Forest Management Project, c/o State Forestry Division — 








PMB 2318, 10 Jabi Road, Kaduna, Nigeria 
Telex 71622 KADP NG. Telephone 062215429 
| (2 Agroman-ADPLA NM M 
" | 34 New Cavendish Street, London, WIM 7LH | 
B278-273/89 | | United Kingdom 














Debt and equity 
After pressure from Nicholas . 
Brady, America's treasury sec- 
retary, creditor banks have 

| agreed to cut Mexico's $54 

| billion of commercial-bank 
debt by some 3596. Other 
Latin American countries now 

. | hope to reach similar ac- 

..| cords—though Brazil, which 

owes the most, is not eligible 

under.the Brady plan as long 

as it has o IMF accord. - 













Vir étnátional trad- 
lomerate, dropped its 
surt request in Britain 
| to freeze shares held in it by 
.| Alan Bond, an Australian en- 
trepreneur. Mr Bond wants to 

ell his 20.496 stake to Stroh, 


|: an American brewer. 








Buying and bidding 


., Japan is the most expensive 

— place in the world to live. The 

| Japanese spend 40% more on 
|: household goods and services 

than Americans do. And, de- 

spite moves towards a Euro- 

| pedis ngle market, the cost 

of living in West Germany i is 

still around twice that in 

Portugal. 





| A magazine, 1992 M&A . 

| ‘Aly, calculates that c 
EM ver and value of mergers - 

-i and acquisitions made by 

|. British companies in Europe 

| in the first half of 1989 ex 
ceeded takeovers of British — 
concerns by acquirers from | 
other parts of Europe. Not 
.| much evidence there for the 

| Confederation of British In- 
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comfort in Spain. The stan- 


dard length of Spanish beds 


The new standard was intro- 


Supreme Court. Paramount 


dustry's claim that Britain is 
open to takeovers while others 
are closed. 


A Tokyo court overturned a 
corporate defence used by two 


“supermarket chains against 


Shuwa, a property firm. The 
chains had issued shares to 

each other without consulting 
other shareholders—including | 
Shuwa. This could open Ja- 

pan to more hostile takeovers. 





Tall travellers can now take - 


is to increase by three inches. 
Hoteliers will have to pay a 
1096 surcharge on short beds. 


duced partly because Span- 
iards are getting taller. 


Time should now succeed in 
its merger with Warner Com- 
munications after obtaining 
clearance from the Delaware 


Communications and other 
dissident Time shareholders 
had grumbled that the deal 
would deny shareholders the 
chance to accept Paramount's 


$12.2 billion offer for Time. 


Paramount withdrew. 


Britain's ministry of defence 
gave GEC and Siemens clear- 
ance to renew their bid for a 
fellow defence contractor, 


Plessey. The British and West 


German electronics giants had 


ect | 
been required to do a deal | 


with the ministry by Britain's 
‘Monopolies and Mergers 


Commission. 


The long battle for Gateway, 


a British food retailer, ended - 
leaving Isosceles, an outside 


consortium, holding more | 
than half of the companyand | 





Newgateway, owned by 
Wasserstein, Perella (an Amer- 
ican takeover expert) and A&P 
(an American food retailer), 
an estimated 4096. Gateway's 


_ board resigned and Isosceles is 


about to appoint a new one. 
Nobody knows, however, 
what Newgateway will do— 
not even Newgateway? 


Poor returns 





Bjorn Borg, a former tennis 


star, said he is to close the 


| 

| 

| 

| 

| 

| 

| 
Swedish interests of his fash- : 
ion empire, which needs more | 
cash to expand. An offer for | 
the firm was refused because — | 
Borg, who owns a 7596 stake | 
in the business, did not want | 
to lose financial control. | 
| 

| 

| 

= 

| 

| 

E 

| 





The chairman and three other 
board members of Britain's 
National Westminster 
Bank resigned after the De- 
partment of Trade and Indus- 
try published a damning re- 
port into County NatWest's 
handling of Blue Arrow's 
rights issue in 1987. A direc- 
tor of Phillips & Drew, the is- 
sue's stockbrokers, also 
resigned. 


Matters of trade 


The EEC said it would consider 
ending government subsidies 
to its shipbuilders, and 
clamping down on aid to 





par oa will nó 


other industries. Presi 
Bush extended restric: 
America's steel im 
another 21^ years t 
American industry more: 
for modernisation. 


















The EEC is preparing to an- 
nounce à price-fixing agree- 
ment to raise prices of (m 
Japanese-supplied) mem 
chips. Computer-makers a 
crying foul. 




















Apple Computer suffered 
preliminary defeat in a la: 

mark copyright disput 
Microsoft and Hewle 
Packard, over rights to to 
sual displays. ; 



















italian agribus 
erate, to reduce d 
soyabean futures hold 
alleged that the compa 
come close to cornering 
market in the crop. Some 
farmers believe the mo 
unfairly protecting a few. 
American soyabean suppl 









































Holes in the ground 


Four oil companies 
Chevron, Exxon and. 
Amoco—all saw their | TO 
fall in the second quarter 
the year: Exxon made an 
$850m charge against pro 
for the costs of the Vald 
tanker spillage; Amoco pa 
for company consolidatio 
Mobil attributed the dro 
the sale of its South Afric 
operations. But profits als 
slid because margins on p 
and other downstream 
ucts were squeezed, _ 

























































Eurotunnel, the 

French group that 
its way under the E 
Channel, Tevea ee 
























to pay for construction. 
wants another £1 billion i in 
bank loans. 








































on the past decade, we at Heinz 
have expanded and strengthened our 

- big brands, extended our geographic _ 
~~ reach, captured profitable niches and 

‘= created in Weight Watchers a unique ~ 
brand franchise with global growth 

. potential. This was accomplished by 

- pursuing focused, prudent strategies 
with flair and imagination. — . 

Ten years ago, when I assumed the 
duties of chief executive officer, our 
| total market capitalization was $934 
— million. Today, with the same number 
-= öf shares in issue, it is approximately 
$7.5 billion, which reflects our 
financial success as well as the 
market's recognition of the value of our 
brands and its confidence in Heinz 
— management. | 

We have expanded our operating profit margin each year 
of the decade, moving from 8.9% in 1979 to 13.9% in 1989. 
At the same time, marketing expenditures to support our big 
brands and new product initiatives have more than tripled, 
from $136 million to $483 million. As a percent of sales, 
marketing has grown from 5.696 in 1979 to 8.396 in 1989. 

Heinz shareholders have clearly benefited from this 
- success. Dividends have grown at an annual compounded 
- rate of 16.296, and the total return to Heinz shareholders over 
. the decade, including price appreciation and dividends, has 
been à remarkable 96696, equivalent to a 26.796 annual 
- compounded return. 
^^ Heinz posted, in convincing fashion, its 25th consecutive 
year of financial growth in Fiscal 1989. By any measure — 
sales, income, earnings per share, return on equity, profit 
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Pre-Tax Profit 
After Tax Profit 
Net earnings: 


Earnings per share: 


CAPITALIS ATION RE 


— $7. 5 BILLI 





Dr. Anthony JE O'Reilly, Chairman, 
President and Chief Executive. 


SUCCESS. 








margins —- your company has set a 
new and higher standard for 
performance and value. This past year, 
our gross profit margin stood at 38.896 
of net sales, decidedly superior to the 
3396 margin recorded for 1979. As part 
of our growth strategy, these 
expanding margins are applied to 
support new and existing brands, - 
while consolidating | our record of 
brand leadership. 3 

Today, Heinz brands remain a 
surrogate for reliability and security in 
an uncertain world, and they 
increasingly evoke healthier and more 
convenient lifestyles. Ten years ago, we 
anticipated the burgeoning health and 
wellness trend by purchasing Weight 
Watchers. This company, bought for 
$100 million, is now positioned to become the world's 
pre-eminent force in healthy eating. 

Finally, let me say that the growth of any food company 
must be dependent not only on seizing opportunities in 
changing world markets but also on generating internal 
initiatives which foster innovation and a competitive 
entrepreneurial spirit. 

Following upon the success and dontoned application of 
our low cost operator programme at Heinz, we have added 
Total Quality Management (TQM), which is galvanizing our 
entire corporation. 

TOM, together with our clear sense of strategy, will result 
in an even more dynamic Heinz and ensure that the 
achievements of the past 10 years are but a precursor of greater 







$5,800,877 GOO 
$724,891 000 
$440,2 30,000 
up 14.0% 

up 14.8% 


Extracts from the statement to shareholders of H.J. Heinz Company by the Chairman, Pres dent and WU m ca un 
Chief Executive, Dr. A.J.F. O Reilly, for the year to 3rd May, 1989. | 




































































HE production line is dying. What be- 
gan 75 years ago, when a Model T chas- 

sis was winched by rope across the floor of 
Ford's Highland Park plant in Detroit while 
employees fitted various bits and pieces to it, 

ø is fast coming to an end—even in the car 
industry, which has clung more stubbornly 

_ than any other to the mass-production tech- 
-uniques pioneered by Henry Ford. But now, 
borrowing modular manufacturing methods 

. from the electronics and aerospace indus- 

‘tries, car firms are learning to make their 
ars in a radically different way. This will 
~~ avolutionise the industry as much as did 

. -Henry Ford's innovations at Highland Park 
two generations ago. 

The pressure for change is coming from 
the market. Increasingly, manufacturers 
need to produce a variety of products from a 
. single assembly line; constantly to update 
-. and change those products; and to tailor 
them as close as possible to customers' de- 
-. mands, The difficult bit is doing that with 

` the same economies of scale as churning out 
- lots of identical products over a long period, 
< like the 15m Model Ts—all in black—built 
-by Ford over 18 years. The answer is to 
- make parts that can fit into a greater variety 
<: of cars and to shift more engineering and de- 
- sign work to favoured suppliers of those 
-parts. As a result, car companies are fast 
-evolving towards the bolting together of pre- 
- fabricated modules. Now designers and as- 
semblers, not manufacturers, they are devot- 
«their energies to marketing a larger 
products to increasingly fashion- 






























conscious customers. 
As this trend accelerates, motorists 


. should not expect Rolls-Royces at Yugo 


prices. Instead they will get more cars that 
use similar parts—and lots of piecemeal in- 
novation and design changes. This is the 
way other manufacturers have kept up in 
fast-moving markets, such as consumer elec- 
tronics, where some individual models sur- 
vive for barely six months. Eventually car- 
makers are likely to go further still. Future 
car buyers will be offered a much wider array 
of options and accessories, enjoying at least 
the illusion of "customising" the car they 
are ordering to fit their individual needs. 
Offthe-peg may remain acceptable in 
clothes, but off-the-parking-lot cars look like 
becoming increasingly rare. 

As usual, Japanese carmakers are lead- 
ing the way and forcing others to follow, al- 
though the gap is narrowing. The Japanese 
develop new cars in under four years—twice 
as fast as some western carmakers. And they 
assemble them more productively, produce 
more variations and make fewer of them. 

Mr Dan Jones, professor of motor-in- 
dustry management at the Cardiff Business 
School in Britain, reckons that this gives the 
Japanese a big advantage. It has already al- 
lowed them to race into the market for four- 
wheel-drive Jeep-type vehicles, leaving the 
Europeans standing. Toyota, Nissan and 
Honda are now pursuing the luxury-car 
market with the same vigour. Next they will 
launch high-performance Ferrari-bashers. 

— Japanese carmakers have got the edge 


but the Japanese keep improving. 





because the organisation of their factc 
much “leaner” than in the West. A 
of techniques is used to eliminate wast 
provide the flexibility to update cars q 
and cheaply and to introduce new m 
The same techniques will also work 
Japan. Honda’s American plan 
Marysville, Ohio, switched to making 
version of the Accord in a single day. 

Western manufacturers are adi 
and refining Japanese production me 














race both East and West have 
golden rule: before you can make 
flexibly you must first make them 


Make mine modular 
Simplifying is difficult because eac 
is more complex and costly to dev 
the last. So the trick is to get 
to develop parts of the car for yo 
ally to build them as well. = 

Consider the dashbo 
ment panel in a car, onc 
instruments and switche 
rounded by wood. Prod 
would crawl around inside the 
serting all the bits and bobs th 
including the wires. Around 10 
sembly line could be devoted jus 
fiddly job. But at Fiat's highly auti 
factory at Cassino in Italy, where ti 
Tipo medium-sized car is built, the w 
the dashboard—with all the compo 
that go into it—is assembled sep: 
the main production line. Ir 
and installed by robots. =- 

This is a step towards what 
chairman, Mr Lee lacocca, means: 
says in his inimitable way: "We gott 
differently. We gotta do. modul 
Modular manufacturing involves « 
and assembling the entire car as a 
sub-assemblies, or modules. New: 
can be developed directly to replace à 
ing one, allowing cars to be changed 
And, if several new modules are usec 
comprise, in effect, a "new" car. 

Component suppliers, whose 
costs are generally lower than carn 
will design and assemble many of tl 
ules. Western carmakers are already 
ing the Japanese by using fewer supr 
ensure consistent standards. So, i 
for long-term and sometimes exclu 
ders, some suppliers are prepared ti 
n the extra work that modular manu 
ing will mean. But that involves big c 

Marley-Foam, a British compar 
once made plastic trim for cars, is now 
supplier of dashboards. It is being egg 
by carmakers to become an assembl 
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Models in 
production, number 


period, years 
Average annual 


model,'000 










:te "modular" dashboards. That is a 
r than it sounds, Even an empty 
rd is made from more than 70 bits 
S to be produced in lots of 
not least colour—to match all 
rent specifications chosen by a cus 
Jn top of that, like most compo- 
Yowadays, it has to be delivered Japa- 
yle—just in time. Pre-assembling 
ents into the dashboard not only 
the task vastly more complicated, but 
eans that suppliers who once deliv- 
arts to the car factory would have to 
-them to the — sub-assembler 
also just in time. 
lot only dashboards are turning modu- 
Rockwell, an American multinational 
t also makes space shuttles, recently be- 
assembly in Britain of sunroof "kits" for 
new Vauxhall Cavalier. The sunroofs 
e at the car plant complete with glass 
id electric motors. The kits have reduced 
bly time for sunroofs on the car pro- 
on line from 12 minutes to less than 
. Rockwell also builds door "cassettes" 
ly for Fiat, again as ready-to-fit units 
taining glass, winders, locks and even 
eo-speakers. Rockwell reckons that one 
| will provide complete car roofs and 
. It recently decided to call its car-parts 
s Automotive Body Systems, a fitting 
or the future. 
















































pliers take on more of the assembly of 
new order will be established in the 


st tier" of suppliers already jos- 
r space. These include companies 
s West Germany's Robert Bosch, 
s. Valeo, Italy’s Magneti Marelli 
by Fiat), and a bevy of American 
nationals, including Allied-Signal, Du 
Eaton and rrr. These companies will 
singly concentrate on becoming "ex- 
' at supplying certain parts of a car. 
eti Marelli, for instance, recently de- 
o sell its air-brakes operations to 
x, Allied-Signal's brake division. 

nlike their Japanese counterparts, 
ork almost exclusively for one car- 
ry western car-parts makers work for 
So they should benefit from produc- 








Current design & product strategies 
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ing in greater volumes—particularly if they 
can supply the same module to more than 
one manufacturer. The Japanese now want 
to do that too. The 200 or so Japanese car- 
parts makers who set up alone and in joint- 
ventures in America to supply Japanese 
"transplant" factories are already touting 
for extra work from domestic car 
manufacturers. 

Slowly, the Japanese are getting more 
bits into western cars. And through joint- 
ventures and licensing agreements, western 
parts-makers are getting more bits into Japa- 
nese ones. Britain’s GKN, for instance, al- 
ready dominates the world market for con- 
stant-velocity joints (which are used in the 
increasing number of front-wheel-drive and 
four-wheel-drive vehicles) through direct 
manufacturing and licensed production. 
Now GKN is expanding its transmission busi- 
ness with new products and with a joint ven- 
ture in Japan, 

How will carmakers find a competitive 
advantage if they end up sharing not just 
bits but also modules? Peugeot and Citroén 
cars, built by the French psa group, not only 
look and drive differently, but also appeal to 
different parts of the market. Yet they use 
common components. So does the Saab 9000 
from Sweden, which shares parts with Fiat 
Cromas, Lancia Themas and racy Alfa Ro- 
meo 164s. Some Japanese manufacturers 
share their whole cars with western compa- 
nies: Ford's Probe is a restyled Mazda and 
Ford is now jointly developing a new mini- 
van with Nissan. The Rover Sterling also 
has a lot of Honda under its skin. 

With modular manufacturing, carmak- 
ers will concentrate more on the styling, 
overall packaging, marketing and distribu- 
tion of their cars in order to stand out from 
the crowd, rather than on the nuts and bolts 
that customers hardly notice. Common 
componentry will also mean that new gad- 
gets and innovative features will emerge first 
in more than one new vehicle. The progress 
manufacturers are making in improving fuel 
economy, safety, quality and reliability is so 


‘similar that these features, once crucial, are 


on their way to becoming "non-issues" in 
terms of marketing. So says Mr Lloyd Reuss, 
YE 4 x > E : iv s 

GM s executive vice-president. He adds, “I'd 
be willing to bet that in future it’s personal- 
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I not prevent companies retain- 
ing "in-house" certain technologies and 
modules, such as body panels and engines. 
Ford recently decided to expand its elec- 
tronics capacity. Electronics will play a vital 
role in cats of the future, controlling not just 
engines and emissions but also steering, 
braking and suspension. Electronics can be 
used to make similar components behave 
differently. | | 

Henry Ford must be turning in his 
grave-module. Or must he? Like the Japa- 


4 


nese, old Henry was constantly tinkering to 


improve his production line. And in 1926 
he wrote at length about the importance of 
inventory control—which is where some 
people reckon the Japanese learnt a thing or 
two about just-in-time delivery. 


^ 





American steel 
A politician s. 
promise . 


WASHINGTON, DC 


pc against imports is a drug 
that the protected industry finds hard to 
kick. So it has been with America's steel in- 
dustry, which has since 1984 benefited from 
voluntary-restraint agreements (VRAs) set- 
ting quotas that restrict steel imports from 
29 countries to just under a fifth of the 
American market. In late 1988 a presiden- 
tial candidate named Mr George Bush, keen 
to carry Pennsylvania and other steel states, 
promised to extend the vRAs when they ex- 
pire this September. He has just done so, 
but with a little less violence to the princi- 
ples of free trade than expected. 

Mr Bush is offering to renew quotas fo 
two and a half years rather than the fiv 
years that the steel industry was seeking. He 
says that import quotas will then be 
scrapped regardless of "unfair" practices 
that foreign exporters are still pursuing. 
And Mr Bush offers to raise the quotas by 
one percentage point a year, with the extra 
to be given to well behaved countries that 
do not subsidise their industries. 

Given the terms of the campaign pledge, 
this should be seen as a victory for free-trad- 
ers within the administration. Because it re- 
flects the new lobbying power of steel con- 
sumers, it also holds out hope for action on 
other trade quotas. Consumers—who, ac- 
cording to a study by the Federal Trade 
Commission, needlessly pay an extra $20 
billion a year for steel, cars and textiles 
whose prices are kept artificially high by 
quotas—have in the past been too ill 
organised to resist the producers’ lobbyists. 

The Bush package will still bring trou- 
bles. It will be resisted by protectionists in 
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between regions has 


HE average unemployment rate in in- 

dustrial countries has fallen from a 
peak of 996 in 1983 to around 796. But, 
while America's jobless rate has almost 
halved to 512%, Europe's average is still 
above 1096. Despite that, wages are accel- 
erating in several European countries. 
One reason is that the old world's labour 
markets are arthritic. 

The oECD's latest "Employment Out- 
look" examines one aspect of this: the re- 
gional distribution of unemployment. In 
1987 jobless rates in America's 50 states 
ranged from 2.596 in New Hampshire to 
11.8% in Louisiana. Italy’s unemploy- 
ment rate varied from 6.496 in Lombardy 
to 22.296 in Campagnia. 

The greater the regional variations in 
unemployment within a country, the 
higher will be the national rate of unem- 
ployment consistent with stable inflation. 
This is because, as national unemploy- 
ment starts to fall, labour shortages will 
quickly emerge in some regions, putting 
upward pressure on inflation and so forc- 
ing the government to touch the brakes— 
despite high unemployment elsewhere. 

' Cross-country comparisons of regional 
unemployment are sensitive to the way re- 
gions are defined. So, instead of compar- 
ing maximum and minimum jobless rates, 
the OECD calculates the average rate for 
the 25% of the labour force in regions 
with the highest unemployment rates and 
for the 25% in regions with the lowest. 

These figures (see chart) suggest that re- 
gional differences in unemployment are 
generally smaller in America and Japan 
than in Europe. Formal statistical mea- 
sures of dispersion confirm this. 

Analyses of trends in regional unem- 
ployment differentials over time can be 
tricky. Two common measures—the ratio 
of the highest to the lowest jobless rates, 
or the difference in terms of percentage 
points of the labour force—will often tell 
completely different stories. For example, 
if the unemployment rate in Jobsville rises 
from 196 to 296, while the rate in Dole 
County rises from 1096 to 1496, then the 
gap has widened from nine percentage 
points to 12, but the ratio of the rates in 
the two areas has fallen from ten to seven. 

The OECD has therefore constructed a 
new measure of regional variation which 
partly gets round this problem. It con- 
firms that variations in regional unem- 
ployment have increased in most coun- 
tries during the 1980s. 

But this measure looks only at the 
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Regional mismatch 













National unemployment rates conceal big regional variations. The gap 
en widening in many European countries 





overall variation between regions: it may 
conceal big changes in the relative for- 
tunes of individual regions. The lower 
chart examines how closely the regional 
pattern of unemployment in 1987 resem- 
bled that in 1975. (The closer the correla- 
tion coefficient is to one, the more stable 
the relative prosperity of regions.) In gen- 
eral, Japan and Europe have seen the least 





change: their traditionally depressed re- 
gions remain depressed. 

America and Australia, by contrast, 
have seen big changes in the relative for- 
tunes of regions. Ámerica has a negative 
correlation coefficient, which means the 
old unemployment pattern has been re- 
versed: some states with previously high 
rates now have low ones. New England, 
for example, had the highest unemploy- 
ment rate in the country in 1975. Now it 
has the lowest. High-tech industries and 
financial services have replaced declining 
industries, such as textiles and shoes. 

One reason why regional differentials 
may be smaller in America than in Europe 
is that American states have greater eco- 





sistence of id pie unemplo 
differences in Europe suggests th 
bour markets are not working. . 
There are two reasons for thi 
match between workers and jobs: 
differentials are too small and labo 
not mobile enough. In theory, relat 
wages should fall in declining regions 
encourage workers to move out and t 
tempt firms to move in. | 
But regional pay differentials in mz 
European countries are tiny. One reas 
is that wage bargaining tends to be carrie 
out at a national level. American union 
are less powerful than in meis so Wag 
bargaining tends to be less centralised 
Only about 18% of American Workers at 

























































have also been d in | many 
pean countries by minimum wag 
incomes policies. ; 

The pay differential nee 
supply and demand acro 
pends upon labour mobil 
is to move, the bigger 
needed. Americans seem more 
One study suggests that 
in America are over ten € 
to move house for job purp 
ish manual workers.. L 
benefits are harder to clain 
erous in America than E 
have more incentive 
factor, which Europe: 
is that in America : 
penses are tax-deduc 

In many countr 
by the housing 
prices in areas of lo 








workers from moving there. Rer 
has also restricted the supply of privi 
rented houses in many countries. 

European governments have stai 
try to ease rigidities in the labour 
housing markets. But the need for suc 
forms has become — urgent. — 
rationalisation of production with 
planned single European market is 
to exacerbate regional problems 
means that activity gravitates.towa 
centre of the EEC, Looking furthe 
if Europe adopts monetary union 
tries with high inflation or low proc 
ity will lose the ability to devalue the 
rencies in an effort to 
competitiveness. Instead, adjust me 
could be achieved only by a fall in w 
and a shift of labour and capital. U 
wages become more flexible and w 
more mobile, Europe's depressed reg 
could drag down whole countries. ` 
































— Congress who do not believe that Mr Bush's 
= trade representative, Mrs Carla Hills, can 
—. fulfill Mr Bush's promise to negotiate a new 
international agreement eliminating steel 
subsidies in only 30 months. They may be 
- right: some foreign countries have lived hap- 
- pily with quotas that keep prices high. For- 
eign producers will be more worried by Mrs 
- Hills's threat of vigorous enforcement of 
- American trade law when the vRAs end. 
The law permits countervailing duties 
against a country that has subsidised its in- 
- dustry at any point in the previous ‘15 
- years—an absurdly long period that would 
— catch now-unsubsidised British Steel as well 
- as Italy’s still-subsidised Finsider. 

- — The domestic economic effects of VRA 
. extension, short as it is, could be nasty. Mr 
_ Bush has promised to speed up the short- 
= supply procedure, under which a consumer 
who cannot get domestic steel can import it 
- regardless of quotas. But American industry 
- will still be paying unnecessarily high prices. 
— And the whole economy could suffer if steel 
- producers offer employees big wage rises— 
which is exactly what they seem to be doing. 
— Thanks partly to protection, steel com- 
panies’ profits are at record levels. Bethle- 
hem Steel and National Steel have both 
- agreed wage and benefit packages with their 
- Workers that restore pay cuts made in the 
- early 1980s and add nearly 3096 on top over 
- the next four years. Usx, the country's big- 
gest steel producer, is expected to follow. 
-. Yet a recent report from Congress's General 
- Accounting Office noted that average pay 
and benefits in the steel industry were al- 
- ready 68% above average levels elsewhere in 
- manufacturing. 


rint a promise that the administration will 
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-The Bush package includes in its small : 






monitor pay trends, though Mrs Hills has re- 
fused to comment on the latest settlements. 
Had the President's decision on steel come 
in the spring, it might have encouraged the 
industry to take a tougher line on pay. The 
Federal Reserve Board is already worried by 
the current 596 annual growth in America's 
unit labour costs. If other industries feel ob- 
liged to follow steel, that figure could rise. 
And that is no way to restore America's 
competitiveness—which, Mr Bush will re- 
call, was another of his campaign promises. 





Soyabeans 


The Chicago 
Dean war 


OU name it, these days soyabeans will 

be in it. They are used to fill margarine 
tubs, cattle troughs, foam fire extinguishers 
and fashionable soup bowls. But, as uses 
have multiplied, so the number of compa- 
nies that process, trade and distribute 
soyabeans has dramatically declined. Most 
of the behemoths that are vying for control 
of this increasingly global market are family- 
controlled companies. That means their 
struggles rarely enter the vulgar glare of pub- 
licity. But now a nasty spat between two of 
the biggest, Italy's Ferruzzi (controlled by 
Mr Raul Gardini) and America's Cargill 
(owned by the Cargill and MacMillan fam- 
ilies), has broken out in public in Chicago. 

In the early 1970s the bean business was 
simple. America was unchallenged as the 
world's biggest producer and accounted for 
75% of world trade in soyabeans and meal. 
Since then world production of soyabeans 
has doubled (see chart on next page), and 
America's share of world trade has halved. 
The decline in American production has 
less to do with drought than with ill-con- 
ceived government policies, which per- 
suaded farmers to switch 12.6m acres from 
beans to maize (corn) during the 1980s. 

It is no coincidence that farmers in Bra- 
zil and Argentina have planted soyabeans 
on an extra 12.5m acres over the same pe- 
riod, increasing their output by 50%. As- 
suming (perhaps rashly) that the Argentine 
and Brazilian governments will keep their 
exchange rates competitive, it will be hard 
for American farmers to recapture their lost 
market share. The pattern of demand has 
changed too. The common agricultural pol- 
icy has cut Europe’s imports while demand 
has grown rapidly in Japan and the develop- 
ing countries around the Pacific rim, as well 
as in Russia, Mexico and India. 

These changes are creating new oppor- 
tunities for bean traders. Elders IXL, an Aus- 
tralian agribusiness and beer conglomerate, 
is using its Asian contacts with great success. 
The rapid increase in Latin American pro- 








Assume an alarm 
clock 


SPEND about one-third of 
our lives asleep. Yet, while 
economists have devoted years to 
studying how individuals allocate 
their waking hours between work and 
leisure, sleeping time has been virtu- 
ally ignored. It is assumed that the 
number of hours spent asleep is bio- 
logically fixed. 

Time to wake up. A paper by two 
economists at Michigan State Univer- 
sity* concludes that the time an indi- 
vidual spends sleeping depends upon 
the same sort of economic incentives 
that affect the decision to work or 
play. After a minimum required 
amount of snoozing, sleeptime is, the 





authors argue, inversely related to 
wages. A higher wage encourages an 
individual to substitute work for sleep 
as well as leisure. ` 

This theory fits with certain facts 
found by previous studies: on aver- 
age, women sleep more than men, but 
a man and a woman doing identical 
work sleep the same number of hours; 
the employed sleep one hour less each 
day than the unemployed; and better- 
educated people (usually better-paid) 
sleep less. 

Using a time-use study from the 
1970s, the authors built a computer 
model of the demand for sleep with 
hours of slumber depending upon in- 
come. Their results predict that, if 
other things are equal, people with 
higher wages sleep less. A 20% rise in 
wages reduces sleep by about 1%. 

So, as nations get richer, do they 
spend less time asleep? No, because 
the price effect tends to be offset by 
an income effect: as incomes rise, peo- 
ple can afford the luxury of more 
sleep. Indeed, international compari- 
sons show that nations with higher 
incomes, unlike richer individuals, 
sleep longer. Amazing, really. 


* Sleep and the allocation of time. J.E. Biddle & D. 
S. Hamermesh. NBER working paper no. 2988. 
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duction has given a new lease of life to 
Bunge y Born, which moved its head office 
from Argentina to Brazil in 1974. It is said to 
be equal in size to Coca-Cola. But nobody is 
sure because Juan and Jorge Born, the broth- 
ers who own and run the company, do not 
issue an annual report. 

The company with the greatest ambi- 
tions in the global soyabean market is 
Ferruzzi, Europe’s biggest grain trader, 
founded in 1945 by Mr Serafino Ferruzzi. 
His son-in-law, Mr Raul Gardini, took over 
in 1979 after Mr Ferruzzi was killed in an air 
crash. From his palazzo in Ravenna, Mr 
Gardini masterminded the takeover of 
Montedison, a chemicals company, pushing 
Ferruzzi'é annual turnover above $30 bil- 
lion. He has guided the firm through a tur- 
bulent phase as Europe moved from being a 
net importer of food to being a net exporter. 

Now Mr Gardini is launching an assault 

1 the world soyabean market. In 1987 he 

quired Central Soya, number three in the 
American market (behind Cargill and Ar- 
cher Daniels Midland). Ferruzzi has good 
connections in Argentina—where Mr 
Gardini keeps a 50,000 hectare ranch and 
spends one month a year—and even better 
relations with the Soviet Union. His firm 
supplies the lion’s share of Russia’s soya im- 
ports from America—2m tonnes of beans 
and meal in 1988. 

The need to fulfil these long-term sup- 
ply contracts to Russia is one of the things 
that have got Ferruzzi into trouble in Chi- 
cago. The company bought contracts on the 
Chicago market which would guarantee the 
delivery of 690,000 tonnes of beans in 
July—enough to keep its plants running for 
one month. The problem is that, following 
last year's drought, world stocks are low. By 
the beginning of July Ferruzzi already owned 
85% of the beans in storage in Chicago and 
Toledo, Ohio. 

Officials at the Chicago Board of Trade 
.2BOT) and the Commodity Futures Trad- 
ing Commission (CFTC) reckoned that 
Ferruzzi was doing more than covering its 


| aes favourite 


eae cabo acuti 








Will they never learn? E 


MAGINE you are the finance minister 

of a poor country—call it Brokeland. 
Three-quarters of your export earnings 
come from selling one commodity, the 
price of which is set by rich speculators 
far away. Their shenanigans wreck all 
your attempts to plan your country's fu- 
ture. Surely there is a fairer 
way of organising things? 

In 1976, when OPEC was 
at the height of its oil-price- 
fixing powers, the poor 
member countries of the 
United Nations Confer- 
ence on Trade and Devel- 
opment (UNCTAD) meeting 
in Nairobi came up with a 
scheme for a new interna- 
tional agency, the Common 
Fund for Commodities. 
This was to have capital of 
$6 billion to support a 
"new international eco- 
nomic order" (remember 
that ringing slogan from the Nairobi 
meeting?)—that is, its aim was to raise 
commodity prices and keep them high. 

Given the abject failure of attempts to 
do just this in the oil, tin, coffee and co- 
coa markets, it might now seem safe to 
assume that the Common Fund was an 
idea whose time was long gone. But that 
is to underestimate UNCTAD’s capacity to 
do stupid things. Last week the Common 
Fund was launched with the backing of 
104 countries (America not among 
them) and initial capital of $547m, more 


operational needs—it was trying to corner 
the market for soyabeans, just as the Hunt 
brothers had tried to do in 1977 before hav- 
ing a go at silver. On July 11th the CFTC or- 
dered Ferruzzi to liquidate most of its posi- 
tion within a week. The company complied 
and made big losses in so doing. 

The CFTC's decision is puzzling. Ferruzzi 
broke no rules in accumulating its position. 
But whatever the rationale behind it—and 
some cynical Europeans already see a con- 
spiracy to protect local Chicago traders 
from losses on short sales—the decision is a 
victory for America's Cargill in its battle to 
stay atop the world soyabean trade. Indeed 
Cargill lobbied hard for the decision. 

Like Bunge y Born, Cargill, America's 
largest privately held company, is better 
known in legend than fact. Unlike Bunge, it 
does publish an annual report. Its head of- 
fice in a mock-Belgian country house in 
Minnetonka (a suburb of Minneapolis) pre- 
sides over the processing and distribution of 
commodities ranging from soyabeans to cot- 
ton to steel. Sales totalled $38 billion in the 
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Full of bunkum | 


| 
| 
modest than originally intended. It is to | 
be run by Mr Budi Hartantyo, an Indo- | 
nesian, from an office in Amsterdam. 1 
The Fund’s capital is to be split into || 
two accounts. The first will have $317m | 
and is to be used as an equity base on || 
which loans will be raised from banks to | 
support commodity buffer- — 
stocks. This is a lot of | 
money to waste, but not || 
enough to influence any 
but the smallest commodity — 
markets. Besides, after the | 
Tin Council fiasco in 1985 — 
in which 22 producer coun- 
tries defaulted on loans of || 
more than £500m ($650m) | 
from banks, it is not clear $ 
how many banks will want | 
to lend to support a buffer | 
di 
d 


h 





stock. | 
The second account 
may do some good. It is to B 
be used to pay for research - 
into how poor countries can improvethe |} _ 
quality of their commodities and move | : 
on to processing. Just how Mr Hartantyo - b 
is going to put this noble aim into prac- || 
tice with his professional staff of three re- | 
mains to be seen. v 
Commodity producers who get tired © 
of waiting but still want more control | 
over their earnings might do better to | 
seek advice from De Beers, the controller | | 
of the world's most successful cartel (in | 
diamonds), than to bother with the || 
Common Fund. E 
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year to May 31 1988. 
Cargill processes 30% of the soyabean: 
produced i in America. In its usual contra ay 
style, it is expanding its processing capac ty 
while the rest of the industry contracts. Re 
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not going to aliai 
poach on its turf without a fight. 
th's tiff may only be the first round 
Ravenna and Minnetonka. 
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ALIFORNIA 


E month that has elapsed since Brit- 
n's Grand Metropolitan group bought 
‘ian Brothers, one of America’s best- 
1 wine producers, has done little to 
in the rank incredulity in the Napa 
at the $125m deal. It is the biggest of 
nt foreign acquisitions that are re- 
g California's wine industry and giv- 
he valley, America's prime wine region, 
| priciest farmland in the country. At 
,000 an acre and more, vineyards are 
ing for four times as much as a decade 
Locals are beginning to wonder how 
ch longer the boom can last. 
‘The Grand Met deal brought to an end 
ntury of Christian good works and tip- 
ling. Christian Brothers took its name 
m its founding order of monks, which 
ad used the fruits of the vine to support 
ools and other worthy causes. But of late 
ie company has been having the devil of a 
me, as has Heublein—the Grand Met 
rinks subsidiary by which the group's 
merican wine interests are managed. 
Wenty years after first coming to Napa, it 
yet to settle in. 
Nonetheless, it has been the keenest 
enturer into Californian vines. Christian 
Brothers, which had estimated sales of 


let an upstart Italian © 
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isting sales of about $ 
nian wine—a tenth of total sales. Others are 
chasing to catch up. Even though grape 
wine is only beginning to catch on in Japan, 
three of the top four Japanese brewers have 
a stake in the Californian business. The 
most prominent nationality, though, is Brit- 
ish. Allied-Lyons had estimated sales of 
$20m from its two Californian subsidiaries 
last year. Whitbread is cautiously trying out 
the territory: it is the majority partner in a 
joint venture with ltaly's Antonori and 
France’s Bollinger that between 1986 and 





. 1991 will spend $33m putting down roots. 


According to Hambrecht & Quist, the 
San Francisco investment-banking firm that 
acted as marriage broker for Heublein and 
Christian Brothers, there are two reasons 
for this invasion. First, most of the acquiring 
companies see Californian wines as critical 
to their plans for the global beverage busi- 
ness. Americans got through 582m gallons 
of wine in 1987, ranking third in consump- 
tion behind Italy and France. The American 
wine market is the world's most competi- 
tive, but, thanks to a growing taste for wine 
among the baby-boom generation, America 
has also been the only one of the top six 
markets to have expanded in the 1980s. 
Sales of premium Californian wines (as op- 
posed to bulk, "jug" wines) have grown 
faster than any other alcoholic drink. 

The second reason that most of the 
money going into buying Californian winer- 
ies is foreign is that foreigners find it easier 
to take the long view. Unlike large Ameri- 
can firms, they are more easily reconciled to 
the idea that it takes time to grow profits in 
wine. Impatient Pillsbury and Coca-Cola 
were in and back out of Californian wine 
within the space of about half a decade each. 
According to a study by Touche Ross, pub- 
lished last year, wineries less than ten years 





top up Heublein's ex- 
300m a year of Califor- 


ee time Average return on eq- 
uity in the industry is a modest 1396— 
though the rate for the top 25 performers is 
nearly 50%. 

Sceptics reckon that even the patience 
of a saint (or a Christian Brother) will not be 
enough for those now paying big prices for 
Californian vineyards. Heublein has had lit- 
tle reward for. its pains. Two of its three 
brands, Inglenook and Almaden, are caught 
in the overcapacity and price wars plaguing 
down-market jug wines. By contrast, prices 
for premium wine (such as Beaulieu, 
Heublein's third most-important brand) 
have risen by as much as 6096 over the same 
period. Unfortunately wine— unlike many 
other branded goods—is not a product that 
can be supplied to an eager market at the 
turn of a tap. Heublein has already tried that 
at Inglenook, and failed. 

Once upon a time Inglenook’s win: 
had a reputation for excellence every bit ; 
high as Beaulieu's. Inglenook's manage- 
ment, unlike Beaulieu's, failed to resist when 
Heublein erroneously applied the classic 
rules for the marketing of spirits to wine: 
push for strong brand recognition and mass 
markets. In four or five vears Inglenook's 
production was pushed up from roughly 
150,000 to 5m-6m cases. It lost its reputa- 
tion for quality and has suffered in the jug- 
wine price wars. 

Worse for Heublein, the top jug-wine 
producers—including the market leader, 
E&J Gallo—are moving up-market. Though 
the purchase of Christian Brothers brings to 
Heublein 1,200 acres of top-quality Napa 
vineyards, most of it was, until recently, 
planted with the “wrong” grapes. 

There is consolation in Christian Broth- 
ers’ popular brandy. Although recently 
overtaken by Gallo's rival brand, Christian 
Brothers still controls about a quarter of the 
American brandy market. Greater si 
could help give Heublein more clout wit.. 
the increasingly powerful wholesale distribu- 
tors of wine. But, to make the best of this, it 
will need to make a clean break with its dis- 
appointing record of managing its wine 
subsidiaries. 

Heublein is notorious among Califor- 
nian wine growers for second-guessing and 
overruling local managers from its Connect- 
icut headquarters. By contrast, Nestlé, a 
highly successful foreign investor in Califor- 
nian wines, is renowned for giving carefully 
selected local managers their head. Simi- 
larly, a subsidiary of Moét and Chandon 
called Domaine Chandon, the largest seller 
in America of wines priced at more than $10 
a bottle, gave a talented local manager the 
job of setting up its Californian subsidiary 
from scratch in 1973 and scarcely ever med- 
dles in its running. If big isto have a chance 
of becoming beautiful in wine, it must begin 
by learning to think small. 
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All about people 


Y 
— . trast, divided human needs i 
two: things which dissatisty, 


The fourth in our series of briefs describes the search for a mana- 


gerial utopia: the perfectly motivated organisation 


FFORTS to create a science 


people have suffered from a 
“scientific management" have 
- alternately been portrayed as 
ruthless exploiters, ^ woolly 
- headed, and Orwellian bureau- 


~~ erats. Yet, despite all the abuse, 
voc their research and teaching re- 
' main among the most popular of 





h»siness-school subjects. With a 
:  wefound ability to cope with 
-."etsity, the study of motiva- 
| tions and organisations is being 
put on to firmer ground. 
-Proponents of scientific man- 
agement have long sought a sin- 
gle answer to the myriad prob- 
lems of creating an efficient and 


happy company. Ámong the 


first, and still the most famous, 
proponent of better manage- 
ment through better organisa- 
tion was Frederick Taylor. He 
preached that by defining work 
better, management and workers 
could begin a dialogue that 


ø would improve productivity as it 
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of motivating and organising | 


mixed reputation. Proponents of - 


reduced class tension. 


Jobs, mostly blue-collar man- 


ual work, were broken down to 


the simplest tasks, which were re- 
peated over and over again. 
Through "time-and-motion 
studies", men with clipboards 
observed those at work to find 
ways of pruning valuable lost 
minutes from the performance 
of tasks. Any gains in efficiency 


achieved by such studies, how- 


ever, were usually outweighed by 
the hostility they created. Al 
though Charlie Chaplin made 
comedy of the plight of the 
"scientifically managed" worker 
1: "Modern Times", most real 
workers found it hard to laugh. 

With its emphasis on output, 
the time-and-motion approach 
helped fuel the production 
frenzy of the second world war. 
But after the war managers be- 
gan looking for a new approach 
to industrial relations. Many 
found it in two new psychologi- 
cal theories of motivation, put 
forward by Mr Abraham Maslow 
and Mr Frederick Herzberg. 

Mr Maslow based his ap- 
proach on the idea of a hierarchy 
of human needs. At the base of 
the pyramid are fundamental 
needs like safety or cleanliness. 
. Higher up come self-esteem 
and self-fulfillment. — Mr 
Maslow argued that there was lit- 
tle point in trying to satisfy needs 
at the top of the pyramid until 
those below had been taken 





re of Me Herzberg, - 





called hygiene or maintenance 
factors; and things which satisfy, 
called motivators. 

Popularisers of these two theo- 
ries reduced the task of motivat- 
ing employees almost to follow- 


ing a checklist. But people are 
not so simple. As Mr. Charles 


Handy, a visiting professor at the 
London Business School, points 
out, research evidence does not 
support the idea that needs be- 
come less powerful as they are 
satished. Nor is there evidence 
that job satisfaction influences 
productivity. Nor does pay— 
viewed as virtually synonymous 
with motivation throughout 
most of the business world— 
seem to have all that much influ- 
ence on productivity. In a survey 
of 1,063 private-sector employ- 
ees conducted for the Industrial 
Society in Britain, pay came 
fourth in order of importance. 
Many of these objections to 
the theories of Mr Maslow and 
Mr Herzberg were almost irrele- 
vant by the time they were made. 
For in the 1960s flower power 
came to the staid halls of busi- 
ness schools. One of the leading 
proponents of success through 
love and trust was Mr Douglas 
McGregor, who popularised his 
ideas as "Theory X and Theory 
Y"—two antithetical views of 


human nature which he used to 


illustrate hís conviction that peo- 
ple, workers included, will treat 
you às you treat them. So treat- 
ing them well is a good idea. 

Theory X propounded that 
the average man is by nature in- 
dolent, lacks ambition and pre- 
fers to be led. Thus, in company 
X, management controls every 
aspect of the workers! lives 
through an elaborate system of 
rewards and punishments. The- 
ory Y, by contrast, argued that 
the average man is not by nature 
passive or resistant to change; it 
is the organisation in which he 
works that makes him so. The 
key to motivation, therefore, is 
to create organisations which in- 
spire employees with shared vi- 
sions, and encourage them to as- 
sume responsibility. 

Since the enunciation of these 
propositions, much of Theory Y 
has come to be accepted as a tru- 
ism. Arguments among manage- 
ment theorists have focused on 
the methods by which the "Y 
transformation" might best be 
achieved: more pay, perks, train- 
ing, talking on first-name terms 
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BACH in the affair 3 
company, and so on. 
Some of the early expe 
tried to get individuals edt 
in company values and « 
Newcomers would sub 
"group therapy'  sessior 
which everyone discussed 
they did or did not like eve 
else—which was not alwa 
pleasant or loyalty-promoti 
perience. Another apprc 
fostering Theory Y is t 
workers more involved in 
agement. In Britain in the 
1970s the Bullock report 
upon companies to a 
among other things, West 
many's two-tier board sy 
where the top tier is half-fill 
elected workers, chosen 
employees at all levels 
firm. The proposals me 
resistance-—as have moi 
proposals for inc ease C 
participation ' lau d 
the aegis of Euro 
initiative. "s 















































































Come the revolution | 
The most serious: blow to gr 
theories of organisation. 
motivation. came- fron 
changing business climat ! 
ries of new challenges h 
lighted the importance of tl 
thusiastic — participation 
workers in corporate lifes 
searchers at the Massachi 
Institute of Technology : 
concerned with America 
ging competitiveness, i 
found that in manufact 
dustry it is more producti 
have a co-operative work 
and not very sophisticated 
nology than having all th 

gadgets but a disen 
workforce. Unfortunately 
of the same factors w 
crease the need for an ent 
tic and loyal workforce als 
it harder to achieve. — — 

The nature of emplo 
changing. Service industi 
replacing manufacturing 
And within those manufa: 
firms that remain techno 
replacing blue-collar — 
ict, a British chemicals 
now has more white-co. 
blue-collar workers—d 
recent removal of layers 
dle management. 

Today’ white-collar w 
are mostly far better ed 
than. heir blue-collar 
They have been taught to 
tion orders and to revolt 
bureaucratic rules. They exi 
63. 





















want interest 
they have high expectations 












ll as for their jobs. 

hi -personal life seems to 
oming more important to 
rs, it is also becoming 
diverse. In America a re- 
by the Hudson Institute 
ast that by 2000 only 15% 
he new entrants to the 
force would be white males. 
"leaves companies to cope 
the unfamiliar problems of, 
vw others, university-edu- 
| women and barely edu- 
| inner-city minorities. So 
| for grand theories that 
to offer one set of motiva- 
enthuse everybody. 
stead, companies have been 
ling with a whole host of 
ial motivators. They in- 







































wards. Companies are seek- 
new methods of payment 
h let employees share a com- 
's success. Schemes for per- 
ance-related pay reward by 
rather than by time spent 
he job or the nature of the 
done. Other financial in- 
ives include share options or 
loyee-share-ownership 
es-—now particularly pop- 





advantages to the company 
as rewards for employees. 

.'' communication. 
panies : are trying to be more 
. A survey published last 
nd sponsored by Steelcase, 
merican furniture maker, 
ł that 7696 of the 1,031 
an office workers polled 
to work under a manage- 
that encouraged a free ex- 
of information. Some 
f them did not feel manag- 
et these expectations. The 
ce Board in New York 
a survey published ear- 
rear that half of the big 
ican companies are trying 
d new ways to promote 
inications among staff. 
idership. The new buzz- 
d at business schools, leader- 
mbodies the notion that 
and "vision" can inspire 
yees to greater heights of 
t than any number of pro- 
ivity bonuses or perfor- 
é evaluations. 











































that charisma, bosses’ 
ds are being conveyed to em- 


heir home and family lives, T 


America, where they offer 


At some 
inies, charisma can be as 
qualification for bosses as - 
al competence. And to - 
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credos, newsletters, hotlines and 
videos—or even a personal 
meeting. American General Life, 
an insurance firm, selects a 
dozen employees at random each 
month to meet the president to 
discuss matters of corporate 
concern. 

Probably the most significant 
(if somewhat obvious) change in 
the theories of motivation is the 
realisation that each company 
must face up to these challenges 
in its own way. Each company, as 
management-speak would put it, 
has a different culture. It is the 
job of management to under- 
stand and promote the unique 
strengths of a firm's way of doing 


things. | 
Culture theorists have de- 
scribed several generic cul 


tures—although there is still 
much debate about how many 
different types there are and 
what they may be. London Busi- 






| 


















ue are 






i * € . s | 
Reorganising the organisation : 

| S THE world changes, so too must the corporations that 
live in it. The first step in corporate evolution was the | 

| delegation of functions like production, finance and market- 
ing to specialised divisions. But as product lines became more | 

| varied, and the pace of innovation faster, a single manufactur- 

ing division could not cope with all the demands. placed on it. 

| So, at firms like General Motors and Du Pont, responsibility 

| was split again. Instead of functions, divisions concentrated on 

| products or markets, and each division had within it several 
| functional sub-divisions for production, marketing and so on. | 
In the 1950s, as American companies spread across the | 
world, innovators tried to combine the efficiency of companies | 
organised by function with the responsiveness of those | 
centred on individual markets. Their solution was the manage- | 
ment matrix. In effect, each executive had two bosses: one in. | 

| charge of satisfying a particular market, another in charge ofa 

particular function. In practice many found that the matrix 
. resulted merely in confusion and endless meetings. d 

The newest trend in organisations is almost a non-organisa- | 
- tion: networks. The theory here is that a company is at heart | 
little more than a network of people with specialised skills. As- | 
opportunities arise, the firm reshapes itself into whatever fotm s 
_ is necessary to prosper. Examples of successful networking i in- 

clude the informally assembled team that built iBM's first per- 
sonal computer. Working outside the normal corpor: 

.. reaucracy, it developed one of IBM's most successful 

| in record time. Now that's organisation. : 


ness School's Mr Handy breaks 
the corporate world into four ba- 
sic types of culture, named after 
Oreek gods. 

The Zeus variety has a power- 
ful leader at the centre, sur- 
rounded by satellite groups that 
relate to each other and the boss: 
this is a common pattern in small 
high-tech enterprises. Athena 
has a looser organisation. Indi- 
viduals are gathered together 
from different parts of the group, 
under various heads, to solve a 
problem such as how to promote 
a new brand of beer. Power lies 
with those who do the pulling to- 
gether. Advertising firms may 
fall in that category. Then there 
is Dionysius, which represents a 
culture where people matter 
more than the organisation. Ex- 
amples include doctors’ clinics, 
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and firms of and 
architects. 

Last in Mr Handy’s. pantheon 
comes Apollo, which describes - 
many big companies. Typically, 
in Mega Inc each employee tries © 


lawyers 


to advance up a well-defined la? 


der, which leads him towards ti 
top of one pillar (division) of tl... 
corporate organisation. Mega 
Inc rewards by promotion. And. 
importance within the firm is 
judged by the resources under an 
employee's control. Not surpris- 
ingly, this encourages employees 
to bend their efforts towards 
controlling resources within a 
single division—which in turn 
promotes secrecy and inflexibil- 
ity instead of co-operation and 
innovation. 

To break such bad habits, Mr 
Handy advises companies to flat- 
ten their hierarchies, and to 
adopt more flexible forms of 
organisation. Instead of mono- 
lithic layers of bureaucracy, Mr 
Handy prefers a sort of federal 
structure of semi-autonomous 
parts. Rather than slogging up a 
single division’ ladder, youre 






Gud e Ways of all 
parts of the company as they 


.. gain experience. In theory, this 
should make them more HUE 


as they mature. 

The prospect of looser, more 
flexible organisations poses sev- 
eral challenges for managers. 
They have to avoid losing direc- 
j all the flux, and must 
rs from drift- 
i company 
at its mis- 
qually important, 
lio of skills 
ine that mis- 








trap. first invent : one. T 
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pn ms | Europe 
y AS EE EE already had 

— its eyes turned towards 
Spain. But from now on, even if observers have 
been following the progress, they ought to perk up. 
Because with its first communication satellite, 
Hispasat, Spain is making new headway in space. 
As prime contractor, Matra Espace salutes the 
victory of the whole Hispasat team and especially 





the Spanish players: Administrations, Industrials, all 
those who will be making vital contributions 
towards the program’s success. Hispasat will 
remain an example of outstanding cooperation. 
And this victory is another reminder that each 


challenge in | À 
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space is above 
Together we 'll make space ours. 





all a beautiful 
team sport. 











WHY Is IT THAT HDTV 
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TV stands for high- 
nition television. It could 


TV so good it almost looks real. 




















east that's where it started. But it's no longer | And pretty close to 35mm film. à H 
purely a technology issue. It's political, The problem is that every field of a conventional TV 
cultural, and economic. By comparison, | picture already requires huge amounts of electronic 


information. And that information changes 50 to 60 
times every seconc 
In fact, TV, even 


more so than com- 


















improved” picture quality, true HDTV has at least atum © < .*"* puters, is today's 
e the horizontal resolution and twice the vertical HDTV requires five times more data than TV. most demanding 





application for both data speed and data storage. 


High-definition TV is five | from people without 


times more demanding than | television experience 
existing TV. It requires five | or an understanding 
times as much data, trans- | of international trade. 
ferred five times as fast. Hundreds of 
And that's the crux of the major corporations 
technical issue. This leap are involved, with | 
in technology is so great widely differing Mig dece drains vieti 
that it could revolutionize omp 
Who in the world is aad 
to set HDTV standards? — not just the entertainment 
| : - industry but many other 
segments of our lives. People are already claiming that 
this technology developed by the TV industry will be 
Ampex Contributions to TV 


.à driving force in advanced semiconductors, super- S MER REN RUN a 
iy E The frst commercial video tape recorder 
LE NM . . J: The first electronic video edito 
computers, telecommunications, defense, even medicine. | | ee ae 


Phe first color portable video tape recorder 
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A. . E is The frst color stop-achon, slow mation 
. And we're not talking about futuristic dreams. The profes- iacens actus 
The fest draital video paint system 


sional TV equipment industry—which makes the equipment The first successful dalal video system for 3-1) 


i "T special effects 
that makes TV —alr eady has the ability to make HDTV The first automated digital vileo recording 


sysfem with advanced rol 
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products. We're already making the technological leap. 
- Here's what it comes down to. How good a picture do | to gain. And many have everything to lose. 
we want? And how much are we willing to pay for it? As the world's leading professional TV com 
ho's going to set HDTV standards? Japan? Europe? 
e l Inited States? Can we achieve one worldwide 
duction standard? Who's going to make the pro- 
sams and export the hardware—not just the 
consumer TV sets but the professional ga a . | nottechnology, not trade restrictions, not changes 
-recording and production equipment? — 2E le. 1 4! | in the law. All we ask is that decisions not be. 
; | Because there's so much at stake, any | BAS e | | made out of haste. Or apprehension. * 
government decision should notbe made | i : Or confusion. 
ina vacuum. Without considering all the A | j d For all the facts, write to us on your lette 
consequences. Many arguments E 1 "ot 3 head and ask for your copy of our HDTV - 
] EF | information brochure. Were the world's 4 


ae 


been heard yet. And some _ leading professional television company. - 


IF YOU WATCHED TV TODAY, 
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It is no longer sufficient for in- 
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vestment banks to offer issuer or 






investor clients advice purely on their 

































domestic capital market. 





These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

Thats why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability : 
to value and place securities, and É 
support an after market in those : 
securities, throughout the world. 





i n rawr tes. MARKET Whether it's bonds, swaps, other i 
hybrid instruments or equities, we PEN 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world. 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market. 

Just as we treat it as one invest- 
ment market. — | 

lo find out how David Band's 


view of the investment market could 






help your business, send your 






business card to him at the address 






below. Or telephone us in Hong 
Kong on 5-8415123. 
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T WAS the first test of the Brady plan for 
third-world debt. The fact that Mr Nich- 
olas Brady, the unadmired American trea- 
sury secretary, got a deal at all, covering $54 
billion of Mexico’s $69 billion foreign bank 
P debt; meant that the plan passed. But, given 
that it is unclear whether the deal will be de- 
_ Sttoyed.by its technical shortcomings, Ven- 
 ezuela, Costa. Rica, the. Philippines and 
- other suitable cases for treatment are not yet 
~ persuaded that they like Mr Brady’s ideas 
for reducing their old debt while providing 
m with new money. 
s Mr Brady saved the drawn-out Mexican 
debt negotiations only by knocking heads 
together. At first he wanted Mexico and the 
15-bank committee representing the coun- 
try's 500 bank creditors to reach an agree- 
ment among themselves. So he let the talks 
ramble on for four months. On July 21st his 
patience ran out. He called both sides to- 
gether, shut them in a room.in Washington 
nd threatened to throw away the key. The 
C eal came late on July 23rd. 
- s; This must now be ratified by the rest t of 
uu Mexico’ s creditor banks. Under its terms, 
anks can choose to: 

@ Swap old loans for 30-year bonds at a 35% 
discount to face value. These will pay inter- 
est at the same rate as the old loans—13/16 
of a percentage point over LIBOR. Or 
e Swap old de for 30-year bonds with the 
same face value. These "par" bonds will pay 
a fixed interest rate of 61496. Or 

€ Agree to lend new money (or recycle inter- 

st received. from Mexico) for four years; 
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they will have to commit the equivalent of 
2596 of their current medium- and long- 
term exposure. 

Any bank that reduces its debt and 
takes bonds will have interest payments on 
them guaranteed for at least 18 months. The 
bonds' principal will be secured by a zero- 
coupon Treasury bond. Some $7 billion has 
been set aside by the mr, the World Bank, 
Mexico and Japan to finance the guarantees. 

Mexico's president, Mr Carlos Salinas 
de Gortari, has more to crow about than the 
bankers. Mexico has won a much larger dis- 
count from its creditors than some (chiefly 
European) bankers. wanted. But the deal 
only scratches the country's debt problem. 
One economist—at Libra Bank, a London- 
based consortium. bank—reckons that un- 
less banks holding about 20% of Mexico's 
foreign-bank debt choose to lend more 
money, there will not be enough guarantee 
funds from the World Bank and the IMF to 
reet the demand for bonds. 

- Assuming that this critical mass of 
banks does decide to put up new n the 
Mexicans stand to receive $2.5 billion a year 
over the next four years. If banks with an- 
other 2096 of the debt decide on debt reduc- 
tion and the remainder swap their loans for 
bonds carrying a lower interest rate, the 
American Treasury estimates that Mexico 
will shave $1.5 billion a vear off its interest 
bill (an estimated $9.6 billion in 1989). 

-. This will be partly offset by higher inter- 
est payments to the IMF, the World Bank 
and Japan. But there are longer-term bene- 




































fits. Mexico plans to use $3 billion- 
lion to buy 30-year lenire Treasu 
bonds with a face value of $40 billion. T: 
should ease its annual debt-service burde: 

But it will not abolish it. The best 
ico can n hope for is that i its stock of 





agencies are not putting. in enone | 
sweeten enough bonds. There. an 
hitches. Many banks believe Mex 
one day work its way out of the deb 
and so are reluctant to exchange their ( 
at a discount. 

When details of the anena we 
ing discussed, the interest rate on. 
debt stood at 11.396. Consequently 
were reluctant to swap eo loans fo 
paving just above 696. Now that- 
rates have fallen to 9. 5%, the 
bonds have become more attractive. 

, At bottom, the attraction of disc 
bonds to banks will depend on the 
are treated by regulators. So fa 
are encouraging. Most American 
have enough reserves against their 
debt to swallow a 3596 discount, : an 
that do not may be able to hide the 
behind the fig-leaf of rass 15. Under 
counting standard, Mexican bond: 
be classified as a "troubled restru 
This means that the banks may not 
make any more provisions. 

Why? Because the bonds will carry 
est guarantees from the IMF and. 
Bank, and their principal will be covere 


arg 
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ero-coupon Treasury bond. So 
Mexican risk will be negligibl 


wir Mexican loans, the regulators will 
robably ask them to switch the excess to 


ch as those to Árgentina. T 

Besides having to discount their loans 
y more than they wanted, bankers are also 
iffed at the refusal of the mr and World 
ank to provide up-front all the money 
mised for guarantees. The agencies want 
dole out cash in dribs and drabs from 
10 onwards, setting aside money for debt 
ion each time there is a disbursement 
r their existing loan programmes. Hav- 
dged over $2 billion to Mexico, Japan 
plans to stagger its support, along with 
IMF and World Bank. . 

he bankers did score one small success: 
ebt-for-equity scheme. Though the Mexi- 
s remain suspicious of the inflationary ef- 











nufacturers Hanover 


NEW YORK 


EXICO's debt deal should further im- 
AVA. prove morale at long-beleaguered 
Manufacturers Hanover. Among New York 
money-centre banks, it is the most vulner- 
able to a default by third-world debtors. Its 
equity is only 37% of its third-world loans; 
its reserves on those assets amount to 2296 
of the $8 billion it has lent. If Latin America 
defaulted, Manny Hanny would be bust. In- 
deed, if its loans were marked down to sec- 
ondary-debt-market prices, the bank's net 
asset value would be negative. Outside Latin 
merica its balance sheet is equally optimis- 
. Non-LDC reserves amount to only 1.4% 
assets and a mere 55% of already-identi- 
d problem assets. : 
For all that, confidence in and at the 
k is rising. The stockmarket is attracted 
ly by Manny Hanny's new, clearer strat- 
and partly by its break-up value. Inves- 
are also encouraged by signs of life from 
anny Hanny's management. They will 
1 to be. The bank wants to raise equity 
is year—in theory $500m, in practice as 
uch as it can get away with. 
Manny Hanny’s new strategy is based 
hree main stand-alone businesses: a re- 
mal bank, a wholesale bank and a finance 
mpany, CIT. The regional bank is concen- 
ted in and around New York. It special- 
in gathering deposits and is expected to 
e assets of $10.7 billion and deposits of 
2 billion by the end of 1989. It made 
6m after tax last year. Market share has 
own by 3.5% a year in the past five years, 
t than any other large New York bank. 
egional bank is expected to account for 
' of earnings over the next three years. 











ther more troubled Latin American loans, - 


.. fects of debt-equity swaps, the final package 
e.Ifbanks does contain a swap programme—albeit one 
e more than 35% provisions agains 


bound up with restrictions. It will allow up 
to $1 billion a year in debt-equity transac- 
tions over a MA-vear period (far less than the 
$3 billion a year the banks wanted). Foreign 
investors will be allowed only to take up to 
1896 of the equity of privatised companies 
and to invest in various infrastructure 
projects like road construction. | 

Bankers can console themselves with 
the "recapture" clause that allows those tak- 
ing the bonds to charge Mexico a higher 
rate of interest (up to 3% more than the 
614% already fixed) after July 1996 if the in- 
flation-adjusted price of oil is higher than 
$14 a barrel. However, there will not be any 


easing of interest rates on Mexico's debt if - 
the oil price slumps. Instead, the Mexicans - 


may get $400m from a group of banks and 
another $400m from the IME's contingency 
and compensatory finance facilities. 





{earranging the deckchairs? 


The wholesale bank’s activities range 
from dullish processing businesses to high- 
stakes merchant banking. In an effort to 
centralise its processing operations, Manny 
Hanny announced on July 19th the setting 
up of a new global-services group, called 
Geoserve. This combines into one unit 
Manny Hanny’s cash management, trust 
services, global custody, funds transfer and 
trade services. Geoserve is expected to earn 
about $50m after tax in 1989. 

The wholesale bank also covers lever- 
aged buy-out (LBO) lending. Manny Hanny 
was a pioneer of LBO lending in America and 





Surrounded by icebergs 


è deal, freerider 


banks that refuse to swap their loans for 


bonds or to fork out new money, but which 
still collect their interest due from Mexico, 
will be left to live under the country's old 
multi-year rescheduling agreement. This 
means that, in the hierarchy of Mexico's 
debt, their loans will come at the bottom 
and will be last to be serviced. Free riders 
with deep pockets may try to challenge this 
in the courts. 

The deal struck in Washington will not 
provide a definitive solution to Mexico's 
debt problem. Indeed, until the banks make 
a choice among the options on offer, it is 
difficult to tell exactly how much Mexico 
will benefit from any debt reduction. With 
so many loose ends to tie up, it could take 
months before the final details emerge. In 
the meantime, Mr Brady can make a start on 
his next batch of deserving countries: Ven- 


ezuela, Costa Rica and the Philippines. 





its current portfolio of $3.2 billion (more 
than the bank's equity) is considered to be 
of "comparatively" good quality. The bank 
does not finance -hostile takeovers for cli- 
ents, yet still gets rich pickings. It might earn 
around $60m in fees by lending to the 
friendly Time/Warner merger. Income from 
LBO financings contributed $58m (16.5% of 
the total) to 1988's operating earnings. 

Manny Hanny's merchant-banking ef- 
fort is being built on the origination and dis- 
tribution of loans for a fee. Like other 
money-centre banks, it has discovered the 
perils of concentrations of credit risk on its 
Qwn balance sheet. So fee income is up, total 
net loans down—from $55.6 billion at the 
end of 1987 to $47.9 billion on June 30th 
this year. 

The third aspect of the new-look bank is 
CIT, a finance company Manny Hanny ac- 
quired in 1984 from RCA for $1.5 billik 
This purchase did not live up to expec.a- 
tions, though Manny Hanny says the com- 
pany is now at last beginning to meet tar- 
gets. Earnings rose from $40m in 1987 to 
$120m in 1988. crr has America’s largest 
factoring business (that is, discounting re- 
ceivables). It is also big in leasing and asset- 
based financing. 

As at Time Inc or RAT Industries, 
Manny Hanny's parts are thought by inves- 
tors to be worth more than the whole. How- 
ever, any break-up calculations ignore the 


fact that, if Latin America defaults, the bank 


is bust. According to Mr Ray Soifer, an ana- 
lyst at Brown Brothers Harriman, Manny 


Hanny had, at the end of 1988, lent $39 per 


share to Brazil, $33 to Mexico, $28 to Ar- 
gentina, and a total.of $162 per share to all 
third-world debtors. This compared with to- 
tal reserves of just $34 per share, a share 
price of $40 and a net asset value of $56 per 


share. Enough said. 
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fe rants” 

] by Barings, a British merchant bank, and 
> Morgan Stanley, an American investment 
< bank, had the notion of reinvigorating 
` tired Japanese equity warrants. The banks 





and profitable 


TEN interest rates are high and 
stockmarkets edgy, equity warrants 
come into their own. Warrants allow in- 
vestors who are dithering between buying 
shares which might go higher and having 
the security of cash on deposit to have the 
best of both worlds. So far, equity war- 
rants have blossomed mainly in Britain 
and Switzerland. Expect them soon in 
other European markets and perhaps 
across the Atlantic. 

Equity warrants give investors the 
right to buy a fixed number of shares in.a 
company for a fixed period at a fixed 
price—just as options do. The main dif- 


ference is that options expire after six 


months; warrants usually have lives of be- 
tween two and three years and are gener- 
ally issued on volatile shares (see chart). 
Warrants (and options) can reflect 
rises in the price of the underlying shares 
but do not cost as much as the shares 
themselves. Once the underlying shares 
reach the price at which the warrants can 
be exercised, the price of the warrant 
should track the share price penny-for- 
penny. This characteristic can give inves- 
tors big capital gains since warrants—at 
least when they are first issued—cost be- 


tween 20% and 25% of the price of the 


~ shares. Against that, most warrants have 
- exercise prices that are between 15% and 


25% higher than the price of the shares at 


- the time they were issued. 


Warrants have been around for years. 


“Usually they have been issued by compa- 
- nies to help reduce the cost of their bor- 
rowings. Japanese companies in particular 


have borrowed in dollars and issued war- 


-rants priced in dollars which allowed in- 


vestors to buy Japanese shares at a fixed 
yen price. The value of the warrant meant 
that the companies paid less than a quar- 
ter of the prevailing interest rate for their 


borrowings. They created the most vi 


brant part of the Euromarket—the Japa- 
nese equity-warrant market—almost as a 


3 by-product of raising capital. The market 
is now capitalised at around $50 billion. 


After equity warrants came warrants 
on equity warrants, or "covered war- 
. Two years ago Citicorp, followed 


bought warrants that had been issued by 
the companies and had reached their ex- 


N | ercise price (and so traded as though they 
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|) were equities). Since they traded as equi- 


See the warrant officer 


The markets for warrants on shares—and even on warrants—are hot 





ties, the banks thought, why not issue 
warrants on them? 

This craze showered these and other 
banks with profits. The banks carried no 
risk—since they owned the underlying 
warrants—and could sell the new war- 
rants-on-warrants at a premium to inves- 
tors. This market proved as lucrative as 
the covered-warrant market and prompt- 
ed the development of warrants on Swiss 
shares, or stillhalter. 

Swiss banks, led by Bz Bank and Volks- 





bank, issue warrants against shares held 
by Swiss investors. The banks pay inves- 


tors for an option—which the investors 
are happy to sell because they want more 
income—before marking it up and selling - 
it to other investors. These banks also sell 


warrants on baskets of companies—such 
as banks or chemical companies. Foreign- 


ers, often restricted on the Swiss shares. 


they can own, have been keen buyers of 
such warrants. The market has been a 


wild success: SFr 2.1 billion ($1.5 billion) 


of such warrants have been issued on al - 


most 35 companies over the past two 


years. These warrants are now worth al- 


most SFr 7 billion. 


Unlike Swiss and Japanese warrants, 


rants were launched, which could. 


-price of the warrants surging; a 


.ers of the warrants would exe 


they do it every day in the 


ers facing a credit risk, since it is 





most British warrants are not i 
against shares or warrants. British wa 
rants are issued by third parties. So 
only two American banks, Bankers 
which has organised five ‘of the eig 
sues, and Salomon Brothers, an 
ment bank, have done deals. Most are f 
between £25m- and £40m-worth o 
shares. These firms have to manage the 
risk that investors will demand the shares 
to which their warrants entitle ther 
They use a mixture of the (comparatively 
expensive) options markets, the shares 
themselves and, occasionally, guesswork. | 
Britain’s high interest rates mean that 
British warrants are more experisive than 
Swiss warrants. Banks have to borrow 
money to hedge by buying shares’ or op- 
tions. In Switzerland the average pret 
when the warrant is issued is arou 
in Britain it is at least 25%. Yet invest 
still gobble up British warrants. 
Besides the benefits of a 
underlying shares, warrant 













































































TIS each 
warrants were ony at a each: N 
Racal’s shares are worth only £4.29 an 
the warrants 89p. An investor w 
100,000 Racal shares who sold them and 
bought the new warrants has lost on 
£6,050 net; an investor who held or 
the shares is nursing a loss of £69,000. 
This is how the warrant wards 
ache the investor sells 100,000 Ri 
shares for £498,000, and then : 
100,000 warrants at a cost of £99,7 
That leaves £398,250 which could be pr 
on deposit. With interest rates close 
14%, the investor would have ea 
£4,620 in the four weeks since the w 

















against the £10,750 loss GH the warr 
If warrants are good for investors, 
can be tricky for issuers. One big 
"event risk". A takeover could s 










who was not covered in the o 
stockmarket would face a loss, 










(so forcing the issuing bank to | 
to deliver to them). Few Britis 
sharp enough to hedge theii 
equity side of their busine: 





















and foreign-exchange markets. Fai 
hedge properly could leave warrant: 










banks, rather than the companies | 
selves, that have issued the warrants. 
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Es. takeovers 


‘Shareholders find 
a voice 


USY congratulating themselves for see- 
BY ing off Mr T. Boone Pickens, an Ameri- 
= can corporate raider, Japanese businessmen 
- were blind to a more menacing 
E - figure—wealthier, wilier and one of their 
pw. He is Mr Shigeru Kobayashi, chairman 
- of the Shuwa property group and a big in- 
= vestor in stores. He has successfully chal- 
— lenged before the courts the use by two su- 
- permarket chains of a favourite tactic for 
fending off hostile takeover bids—the issu- 
- ing of cut-price shares to friendly investors 
without bothering to ask existing sharehold- 
ers (including Shuwa in this case) whose in- 
terest in the company would be diluted. 

——.. On July 25th the Tokyo District Court 
= ruled that such stock issues were "unfair" 
F unless approved by at least two-thirds of 
-= shareholders at a general meeting. Now 
companies will have a harder time defending 
themselves against hostile takeover bids, 
— which—despite a myth to the contrary— 
= have a long and bloody history in Japan. 
- They will also have to start listening to the 
people who own the companies—the 
- shareholders. 

— Even so, the Shuwa decision will not 
. throw open the flood gates to a new wave of 
- bids. Roughly 150 publicly quoted compa- 
. nies—one in ten of those listed in the first 
section of the Tokyo Stock Exchange—have 
= been targets for professional speculators. 
-. Most have been local "greenmailers" hop- 
- ing to get their corporate victims to buy 
back shares at inflated prices. But some may 
.now be encouraged to move more deter- 
. minedly into M&A, shaking up complacent 
management. Could one be Mr Kobayashi? 
= He has a better chance than most of 
_ pulling off a big hostile takeover in Japan. 


b 


No shining knight, Mr Kobayashi i is a seit 
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made Croesus. He has built a property em- 
pire embracing 54 rental buildings at home 
and some 36 in America, including the Arco 
Plaza in Los Angeles. Two years ago he be- 
gan quietly buying into Japan’s leading re- 
tailers. With some ¥300 billion ($2.1 billion) 
invested so far, Shuwa is now the biggest 
shareholder in Matsuzakaya, the fifth-larg- 
est department-store chain, and has big 
holdings in at least four top supermarket 
chains. Mr Kobayashi’s professed aim is to 
create a ¥1 trillion ($7.1 billion) retail group 
to rank alongside such superstores as Daiei, 
Ito-Yokado and Seiyu. 

Until now, Mr Kobayashi's targets have 
preferred minding their own businesses. 
Two—Chujitsuya and  Inageya—joined 
forces to repel Shuwa's advances, issuing 
19.596 of their respective stock to each other 
at between one-quarter and one-third below 
market prices. Under Japanese company 
law, investors holding more than one-third 
of the outstanding shares in a company can 
veto management decisions—and thereby 
gain a small measure of control. Shuwa had 
acquired a 33.396 stake in Chujitsuya and 
21.496 in Inageya before the two firms 
twigged and came up with their share-swap. 
Hence the court case. 

Mr Kobayashi's victory may also lure 
back Mr T. Boone Pickens. The Texan 
raider raised hackles across Japan earlier this 
year when he suggested that Koito, a dozy 
car-parts maker in the Toyota empire, ought 
to cut out subsidised selling to favoured cus- 
tomers (ie, Toyota) and start making real 
profits instead. As the biggest shareholder 
in Koito, Mr Pickens brashly asked for seats 
on the board to match his 20.296 stake. He 
was shown the door. Toyota, with a slightly 
smaller shareholding, has three seats on 
Koito's board. 

With "investment friction" likely to 
dominate the Structural Impediment Initia- 
tive talks (a placebo for trade tussles) due to 
get under way between Japan and America 
this September, the Japanese government 
has its own reasons for wanting to see 
some rules that would make M&A 
more acceptable in Japan. 

Officials in Tokyo are embar- 
rassed by Japanese banks piling into 
international M&A overseas, while de- 
claring it inopportune at home. 
Hence the special interest that the 
Japanese finance ministry has been 
showing in the case in the Tokyo Dis- 
trict Court. Mr Masahiko Kadotani, 
director-general of the ministry's se- 
curities bureau, says that a company 
issuing new shares at a price far lower 
than the market value is not acting in 
the best interests of shareholders. 
That he regards existing shareholders 
as having interests that matter is revo- 
lutionary stuff in itself. 








The NatWest scandal 


Alexander's 
ragtime band 





VEN a century and a quarter in com- 

mercial banking is apparently no quali- 
fication to assume responsibility for the 
business-at-any-price game of merchant 
banking. This was the combined experience 
of the main-board directors of National 
Westminster Bank who resigned this week 
in the wake of the Department of Trade and 
Industry’s report on the Blue Arrow affair. 
It seems that a commercial bank must eit] 
have directors knowledgeable and strc... 
enough to control their merchant adven- 
turers, or not be in the business at all. De- 
spite that and public embarrassment at the 
DTI report, NatWest says it remains commit- 
ted to its merchant bank, County NatWest. 

Much has been done. A new broom was 
taken to County NatWest’s management 
last year, bringing in a new chief executive, 
Mr Howard MacDonald. County’s corpo- 
rate-finance director, Mr David Reed, who 
was heavily rebuked in the report, resigned 
last week. Finally, NatWest’s 70-year-old 
chairman, Lord Boardman, announced on 
July 25th that he would go at the end of Sep- 
tember instead of waiting to the end of the 
year to retire. That will allow the chairman- 


designate, Lord Alexander, quickly to re- 


shape NatWest. He should bring in people 
who understand all the twists of the bank’s 
business. 

Until now, almost to a man, NatWest’s 


senior executives have been solid bank man- 
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ave risen 
vod to die top by dint of honest graft. 
Yet, over the past decade, the bank's busi- 
ness diversified frighteningly fast —not only 
into investment banking but also into new 
international-banking beats. North Amer- 
ica accounts for about 1596 of NatWest's 
£100 billion ($165 billion) of assets. 
>? This week’s resignations have opened a 
— gaping hole in NatWest’s senior manage- 
ment. Apart from Lord Boardman, who was 
not. criticised in the DTI report, out go 
.. NatWest's two deputy chief executives, Mr 
Charles Green and Mr Terry Green (no re- 
lation), as well as a general manager, Mr 
. ' John. Plastow. Mr Tom Frost, the bank's 
+ chief executive, stays put. 

lt would be best if the departures al- 
lowed high-calibre outsiders on to 
Nat West's traditionally inbred board. Lord 
Alexander could do worse than follow the 

imple set by Barclays Bank. It has had few 
ious problems with its investment-bank- 
ing arm, Barclays de Zoete Wedd (Bzw). 

One reason is that BZW's experienced 
chairman, Sir Martin Jacomb, is also deputy 
chairman of the bank’s main board with the 
job of beating BZW's drum there. He is also 
there to lecture Barclays’ commercial bank- 
ers on the ins-and-outs of investment bank- 
ing. NatWest has never had a person of Sir 
Martin's stature on its board to represent 
County's interests. 

NatWest's board is also worryingly 
short of internationalists to reflect the 
bank's overseas mix of business. Time to 
bring a top-flight American retail banker to 

P the London board. And, since international 
business accounted for perhaps one-third of 
County's £120m of losses last year, why not 
bring a foreigner on to the investment 
bank’ $ board, too? 

: ^». Given time (and the right new board 

PO tierhbers), NatWest and County NatWest 

| recover from the Blue Arrow scandal. It 
was essentially a story of gross mismanage- 
ment, revolving around a cover-up of the 
failure of an £837m rights issue for the Blue 
Arrow employment agency in 1987. In try- 
ing to hide the flop, according to the DTI, 
County NatWest executives were deceptive, 
broke the law and misled the Bank of Eng- 
land and the stockmarket. 

The pti also rapped over the knuckles 
the broker to the issue, Phillips & Drew 

. (part of Union Bank of Switzerland). In par- 
^. ticular, Mr Martin Gibbs, then head of cor- 
. "porate finance, and Mr Christopher 
-o Stainforth, a director of corporate finance, 
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are accused of misleading the market. Mr 


“Sandy” Fraser, an assistant corporate fi- 
nance director, was accused of conduct fall- 
ing well below that expected from a respon- 
sible executive of Phillips & Drew. Mr 
Gibbs retired last year. On July 27th, Mr 
Stainforth resigned and Mr Fraser was sus- 
pended pending the outcome of investiga- 
tions by The Securities Association. : 

Mr Nicholas Wells, who masterminded 
the Blue Arrow rights issue for County, had 
earlier resigned from Bzw where he had 
moved in 1988 as a senior finance director. 
Mr Wells was lambasted by the DTI and (not 
unjustifiably) feels that he has been made a 
scapegoat, that some of the criticisms are un- 
fair and that he has no right of appeal. 

He is not alone in his view of the report. 
Less than a week before he stepped down, 
Lord Boardman insisted that he was not go- 
ing to fall upon his sword in order to atone 
for failings within the National Westminster 
group. When he did, it was partly because he 
disagreed fiercely with the DT?’s criticism of 
the three main-board directors’ behaviour 
during the affair. Their crime? Trusting 


Banking in Taiwan 
Opening up 


LOTHFUL, antiquated, swaddled in red 

tape, inefficient, uncompetitive, over- 
protected: banking in Taiwan is the worst 
sort of state-run industry. The four big state- 
run commercial banks have proved woefully 
inept at turning the island’s prodigious sav- 
ings and current-account surpluses into pro- 
ductive domestic investment (see table). In- 
stead, the spare cash with which Taiwan is 
awash is either helping to push up the Tai- 
pei stockmarket or financing America’s defi- 
cits. In a country where handling the surplus 
cash should be a splendid business, foreign 
bankers look on with frustrated envy. _ 

Liberalisation is coming—slowly. A se- 
ries of financial scandals, notably the Ca- 
thay affair in 1985 which bankrupted sev- 
eral companies and required the govern- 
ment to rescue financial firms, highlighted 
the inadequacies of the system, even to 
those who could not see the economic im- 
perative for change. However, the reform of 
financial services has become the latest bat- 
tleground in the long struggle between Tai- 
wan's old and new guards. The oldies blame 
the economic chaos in China in the 1940s 
for the nationalists' defeat and believe that 
banking should be under government con- 
trol. The young democratic-minded techno- 
crats want financial liberalisation. 

There are four battlefronts: reform of 
the structure of the banking industry, inter- 
est-rate liberalisation, the elimination of for- 
eign-exchange controls (which went when 
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martial law was lifted in 1987), and dev 
ment of securities markets. Earlier 
month the liberals won another batt 
still not the war, with the passing of a 
banking law. This will allow more com: 
tition from privately owned banks, by gr 
ing the first new banking licences fo 
years. About ten domestic industrial groi 
are expected to apply. Interest-rate con 
are to go, and foreigners will be given s 
access to domestic financial markets. 
In particular, foreign banks will be 
to take long-term deposits and make 1 






































































pna Only the postal-savings sys! 
fers much local competition. Though 
are 35 foreign banks operating in Tai- 
most are limited to one branch. Those 
; have been on the island for at least 
rs are to be allowed to open more. 

Il foreign banks will be allowed to ap- 
x potentially lucrative underwriting li- 
$ for securities. The government wants 
pand the stockmarket by encouraging 
listings and selling state companies to 
te investors. That will include three big 
banks, Chang Hwa Commercial, Hua 
ommercial and First Commercial. 
5-year ban on new brokerage li- 
was lifted in 1987, and foreigners 
llowed to take bigger, though still mi- 
', stakes. Mergers between banks and 
ities companies seem inevitable if the 
ities industry is to get the capital it will 


Yerica's thrift drama 


AGINE trying to liquidate a company 
20 times pigger than Olympia & York, 
world’s largest property outfit. That is 
e task facing Resolution Trust Corpora- 
on (RTC), the as-yet-unformed company to 
e given the job of liquidating $400 billion 
more of the assets of America’s insolvent 
rifts: It seems a daunting task 
ven for RTC's heavyweight 
oard, whose members will in- 
lude the secretary of the Trea- 
y, Mr Nicholas Brady, the 
ttorney-general, Mr Richard 
ornburgh, and the chair- 
n of the Federal Reserve, 
Alan Greenspan. | 
According to Mr John 
os, a partner at Goldman 
$, RTC will take charge of 
thrifts with assets of $419 
lion—almost a third of the 
ft industry's total assets at 
> end of 1988. Ar least, it 
pes so. À two percentage- 
int increase in dollar interest 
es could swell RTC's sad em- 
e to 1,000 insolvent thrifts 
h assets of $600 billion. 

_ There are two ways of dealing with the 
oble lem—liquidation, or merging the trou- 
d thrifts with healthy institutions. The 
t is politically more popular, but often 
tually proves worse. Too many bust 
fts soon to be taken over by RTC have 
| rescued before. Most of the RTC's 
fts ought to be shut and assets sold. How 
h is saleable will depend on the compo- 








akes a rosy (by his own admission) 


ission impossible 





Tolls for whom! 


n of those $400 billion of assets. Mr - 
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unclear. However, foreign banks may soon 
be allowed to market trust funds investing in 
foreign securities. Restrictions on setting up 
local unit trusts may be lifted, too. 

The new law also seeks to eliminate the 
thriving underground market in lending, 
part of a massive, illegal but politically well 
connected grey market in financial services 
worth an estimated $40 billion a year. Best 
guesstimates are that one-third of all com- 
pany borrowing is done through this mar- 
ket. It comprises some 200 investment com- 
panies which are, in effect, illegal deposit- 
taking companies offering unbeatable 
interest rates of up to 4896 a year through 
their dividends to "shareholders". These 
companies are also responsible for much of 
the speculative froth in the Taipei stock- 
market. They have had to play the stock- 





assumption that 7596 or over $300 billion of 
the bust thrifts’ assets are income-produc- 
ing, consisting predominantly of straightfor- 
ward mortgages and mortgage-backed se- 
curities. The remaining $100 billion are bad 
and non-performing. 

Mr Oros arrived at this split by breaking 
down the thrift industry's 
$1.35 trillion of assets. Perma- 
nent (ie, not securitised) mort- 
gage loans made up 5396 of the 
total and mortgage-backed se- 
curities 16%, with another 5% 
or so of Treasury securities and 
cash. Bravely, Mr Oros as 
sumes that permanent mort- 
gages do not hide lots of 
nasties. 

The RTC would have to sell 
$300 billion of good assets over 
the proposed five years of its 
life. The total of mortgage 
loans and mortgage-backed se- 
curities sold in 1988 was 
around $167 billion. The RTC 
sell-off would mean expanding 
the market by some $60 billion 
every year for five years. 

The scale of the task of liquidation looks 
big even when compared with the Trea- 
sury's own demand for money. In 1988 the 
Treasury sold $888 billion of bills, but most 
of this was financed by retiring earlier issues. 
Only $25 billion was net new money. The 
Treasury, the world's biggest debtor, also 
raised $109 billion in bonds with a maturity 


over five years, of which only $59 billion was. 


net new borrowing. So the $60 billion which 
RTC needs (most going to fund up-to-30-year 


r returns de- 

| depositors. x | 
. The new law provides i seven-year jail 
sentences and stiff fines for operators of un- 
licensed deposit-taking companies. In the 
fortnight between the beginning of July and 
the law’s passing, some $1.2 billion—per- 
haps as much as one-quarter of their total 
deposits—was pulled out of such companies 
before they suspended withdrawals for three 
months. An estimated $3 billion has been 
pulled out of the Taipei stockmarket, which 
had fallen by 15% in the first half of July. 

The authorities have to tread carefully 
to avoid a market crash. Hence their wish to 
legalise underground deposit-takers rather 
than to eliminate them. The biggest of these 
should have little difficulty in meeting capi- 
tal requirements of NT$10 billion ($400m) 
and in running the fully computerised oper- 
ation demanded of banking licensees. ` 


mortgages) will be equal to the Treasury's 
annual borrowing in over-five-year money. 

There will thus. be a tight market even 
for the good assets. What about the bad 
ones? Mr Oros reckons the average size of 
an asset in the $100 billion basket of duffs is 
under $1m (ie, 100,000 individual proper- 
ties to be managed and sold by n TC). He esti- 
mates that 40% of those assets are in Ameri- 
ca's south-west— mainly Texas, Colorado, 
Oklahoma and Louisiana. 

How long will it take to sell all RTC prop- 
erty? Using the Dallas/Fort Worth property 
market as a guide, Mr Oros assumes (again, 
rosily) that this market might absorb annu- 
ally 5.5m square feet of office and retail 
space over the next five years. Awkwardly, 
there is now a surplus of vacant space of 
around 59m square feet in that market. It 
will therefore probably be almost the turn of 
the century before the rental market is 90% 
rented, and before there is much hope tl 
rents will increase. 


UR journalist who uncovered 

| the County Nat West affair has 
- since taken his green eye-shade to a 
foreign posting, so The Economist is 
looking for another financial writer. 
Journalistic experience. is preferred 
but not essential; knowledge of finan- 


cial markets or economics is more im- 
puc if you think youc can come up 
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N ARCHAEOLOGY most business is. 


conducted with solid currency, such as 
stone. Wood, being a perishable commod- 
ity, does not warrant much investment. If 
wood were more durable, man's view of the 
history of civilisation might be different. 

In some special circumstances wood 
does survive. While the Trojan horse was be- 
ing immortalised by Homer, a vast and mys- 
terious wooden structure was sinking slowly 

@ into peat in the fens outside Peterborough. 
It is the largest prehistoric site that has been 
found in Europe this century. With luck, its 
resurrection will reveal the culture of Brit- 
ain's late bronze age. 

: The excavations are being carried out at 
-Fag Fen by the Fenland Archaeological 
—. st, about half a mile from the fen-edge 
= wiere gravel and sand give way to damp 

peat. The conditions there are perfect for 
the preservation of timber. The first evi- 

.. dence that any timber had taken advantage 
< ofthis fact was a piece of oak, clearly split by 
^. an ancient human hand, found by Dr Fran- 
— cis Pryor in 1982. Its depth i in the peat and 
~ sübsequent carbon-dating placed it around 
< 900 Be. 
>... Ever since, archaeologists have been ex- 
iu cavating and making bore holes to find 
. wood. They did not have to look very hard: 
s feral million pieces of timber are buried 



















^. form, over 200 yards wide, built up with 
— layer upon layer of wood. The remains of at 
^; least seven houses sit on this foundation. 
.. Extending. from it is a 900-yard-long 
=. trackway of vertical timbers which ends at 
the fen-edge, at the ancient settlement of 
: Fengate. The wood—mostly oak, alder, wil- 
w and ash—dates from 1000- 500 BC. 

he work has been painstaking: 3,000- 
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year-old timber is delicate. The wet peat has 
kept away the air and bacteria that make 


wood rot. But as it lies in the fen, water. 
slowly replaces the cellulose in the wood. If 


old wood is left exposed, it will soon dry out 
and crumble to dust. So, while digging a sec- 
tion the wood must be kept soggy. Only a 
few pieces can be preserved chemically; the 
rest are noted, chopped up and used as sam- 
ples for analysis. 

So far, only one of the houses has been 
excavated. Inside, there are signs of 
life—shards of pottery, animal bones, herb 
pollen, a shale bracelet and a wooden ladle. 
The house is rectangular, supported by four 
rows of oak and alder posts. Although these 
have all rotted away a few feet above the 
ground, the craftsmanship of the dwellers is 
clear. Their bronze axes were not made fot 
shaping large tree trunks. Instead, the wood 
was fashioned with seasoned wooden 
wedges and hammers, so it had to be worked 
while it was still green. The uprights were 
sharpened at one end and firmly driven 
through the platform into the earth. The 
frame of the house was held together, with- 
out nails or twine, by interlocking mortice- 
and-tenon joints. 

The builders went to some trouble to 
keep these houses above ground. Looking at 
the fens today, one sees only crops of barley 
interwoven with drainage ditches. But be- 
fore drainage the fens were much wilder 
places where the landscape was constantly 
changing. The peat deposits give clues to 
how, and when, these changes occurred. For 
most of antiquity, the fens would be flooded 
in the winter, and in the summer they would 
drain out to form lush water meadows. The 
edge of the fens was a popular spot: settle- 
ments have been recorded all the way back 





time show that conditions became m 


rane aan rra an jar m 


to neolithic times. At Fengate there a 
traces of inhabitation well before 2000 
During the winter, the villagers 
crops on the dry | land and still use the 
fishing, hunting birds, and making: 
the summer, they grazed their cat ] 
meadows. is 

Around the beginning a ih ; 
lennium BC, this comfortable way of lif 
threatened. The peat deposits from 


swampy, and the settlement at Fengat 
abandoned. There was a hiatus in ac 
on dry land that lasted for a few hundr 
years. Flag Fen was built and inhabited r 
ing this pause. j 

Flag Fen was an artificial island. T 
trackway served as a bridge between it at 
dry land. But understanding its structu 
does not explain why it was built. If the. 
habitants of Fengate were getting wet 
why did they not just move back to a 
distance? It would have taken a. 
workforce many years to construct a co: 
plex that required the felling of million o 
trees, Yet it is quite possible that that-w 
what the Fengaters did. 

The late bronze age was a time of : 
ity in most of Britain. It was the time 
land boundaries first appeared and. pec 
began to form larger social groups. M 
drew Lawson of the Trust for Wesse: 
chaeology has investigated a site in Di 
which, to judge from the evidence of f 
was à cattle market—a sure sign of org: 
tion and commerce. As the populatio 
creased more land was needed, and 
fen-edge the demand was probabh 
Perhaps the people of Fengate wante 
treat but had nowhere to go. Rath 
move back into the hills, where the so 
not so fertile, they may have decided 
they had better stick close to the fe 
large number of trees were being fi 
make room for more crops anyway; w 
better use for all chat timber? 

Prosperity brings tension as well : a5 
pansion because there is more around 
covet. The late bronze age may have se 
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an countries. Flag Fen may ae been 
ilt for ee At the same time, the first 


| Os, dc a e in iari 
i Flag F n would not be invincible, but 
uld protect against cattle rustlers and 
an-stealers. Lo 

"he most intriguing feature of the site is 
discovery of valuable bronze swords 
the. island. They had been deliberately 

| and ceremoniously laid to rest in n 
To some archaeologists this is a clear 
of religious activity. The ancient cul- 
of northern and central Europe shared 
Obsession with water, which continued in 
tain until. Anglo-Saxon times. For them 
t was the home of spirits, to whom sac- 
ces must be made to ensure continued 
ility and safety. In the nineteenth cen- 
many weapons and bodies, dating from 


— waves 


"AILORS have long protected their boats 
from the sea's excesses with massive 
alls and piles of boulders. That is what 
akwaters and harbours are; These great 
ictures are resilient enough to dissipate 
reflect the energy of waves. Yet meeting 
rm with stone might not be the best or 
eapest of sea defences. British scientists 
re experimenting with a more devious foil: 
ubmerged, mobile, horizontal cylinders. 
ese air-filled bags trap wave energy and 
unce it back out to the open sea. The wa- 
ehind them remains calm. Such break- 
ters are best suited to improving existing 
tbours, but, since the cylinders could be 
red in deep water, their creators hope 
it they might protect offshore oil rigs too. 
-The new breakwaters are descended 
m a device spawned in Britain's now de- 
ict wave-energy programme. During the 
70s Dr David V. Evans and Dr John Da- 
, a mathematician and an hydraulic engi- 
er, both from Bristol University, invented 
> Bristol Cylinder, which absorbs energy 
m waves and converts it into electricity. 
e new breakwater puts the captured en- 
gy to a different use. Rather than transfer- 
g it to a generator, it uses the energy to 
ive a wave-making machine. The trick is 
t the device trapping the energy is exactly 
e same as the device making waves. 

Dr Evans and Dr Davis have thought up 
o contraptions that can perform such a 
Both are designed so that their wave- 





































age, were. 
E fake Neuchatel in Switzerland. Sorne his- 


torians imagine that Flag Fen is an earlier 
version of such a sacrificial mecca. 

Dr Richard Bradley, from the depart- 
ment of archaeology at Reading University, 
has a more mundane explanation for the 


_ swords: prestige. In the late bronze age, Flag. 


Fen spanned the entrance to a freshwater 
basin. It was an impressive sight. The people 
who lived there were posh. Dr Bradley 
thinks that the island-dwellers liked to show 


off their wealth by consecrating their home 


with exotic swords, which they broke in two 
and tossed into the water for all the com- 
mon folk to see. In return for land and fish- 
ing rights, they demanded free labour and 
the right to requisition timber from more 
humble houses. 

It will be a while before anybody knows 
much for certain. The Fenland Archaeologi- 
cal Trust expects to spend the next 30 years 
digging. Afterwards it plans to reconstruct 
the whole complex. By that time today’s in- 
habitants of the gentrified London dock- 
lands will be ready to retire. What more 
prestigious home could they hope for? 


making behaviour (in particular, their reso- 
nant frequency—the frequency with which, 
left to themselves, they generate waves) cor- 
responds to that of the sea. In this way, large 
amounts of energy can flow easily through 
the system. If the resonant frequency of a 
breakwater is different from the frequency 
with which waves arrive, it works less efh- 
ciently. Like a swing pushed at the wrong 
moment, the thing goes awry. 

The first of their designs is best thought 
of as an upside-down pendulum anchored to 
the seabed. The buoyancy of the cylinder 
keeps the cable tight and "hanging" 
upwards—like the conker on the end of a 
string. Since the cable has a fixed length, the 


cylinder is pulled further under the water. 


when the cable is no longer vertical. When a 





incoming waves, bringing cal: 
- the barrier as well as behind it. The other 


‘buoyancy to store enérgy. 


linder, some of 
| | ) nteracting the cyl- 
inder’s buoyancy. When the wave has 
passed, the cylinder pulls the cable vertical 
again. As it does so, it pushes water back to 
the open sea, creating a wave that carries the 
energy away with it, Ideally this wave should 
be reflected in such a way that cancels out 
Im in front of 








design works on the same principle, but it 
uses the resilience of the. cable rather than 
lt is like a 
punchbag attached to. the. floor which 
springs back when hit. © > 

So far the device has bow tested only i in 
laboratory wave tanks. In some experiments 
more than 9096 of the wave energy was re- 
flected back towards the source of the 
waves; both contraptions performed equally 
well. When the breakwater is moved out 
into the shallows for testing, it will fac 
much harder task. Waves have the disob 
ing tendency to arrive with varying frequen- 
cies—there is anything from three to eight 
seconds between crests. The breakwater 
must be able to cope with them all. For some 
reason, the horizontal cylinder seems the 
best shape to cope with such a variety of 
frequencies. 

Dr Davis is working on a third device 
that will let ships through the barrier but 
keep waves out (the other two versions 
would be only about two yards underwater). 
He is planning to substitute the cylinders for 
a barrage of discs—each about the size of a 
tractor tyre—which could part before the 
bows of any passing vessel, And he has spot- 
ted a familiar object to help him with his ex- 
periments. The fenders used to prevent oil- 
laden supertankers from grazing themselves 
against wharfs turn out to be just the right 
size for thé horizontal cylinder. Perhaps the 
oil business is already carrying around ‘+ 
best defence against the ravages of the se 











Stress and the brain 


Cave canem 


OW does the brain manage to think? 
| How do the cells of the immune system 
keep people healthy? To both questions sci- 
entists have to reply, "We don't really 
know." So it is not surprising that the ways 
in which the two work together are doubly 
puzzling. Everyday experience suggests that 
how you think and how you feel are linked. 
There is strong scientific evidence that stress 
impairs the immune system. But the mecha- 
nisms that link the brain and the immune 
system—let alone the subtle. pathways. be-. 
tween mind and health—are still unclear. 

.. À recent paper in Science shows that a 
particular: area of the brain. can n regulate 
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ational Institutes of Health in Bethesda, 
Maryland, looked at the effects of 
opiates—the family of drugs which includes 
orphine and heroin. That such drugs af- 
ct the brain and health is not news, as her- 
oin addicts and those who care for them can 
stify. What the two scientists showed is 
that both effects can be traced to a region of 
the mid-brain, called the periaqueductal 
grey matter (PAG), which is in part responsi- 
le for aggressive and sexual behaviour. 
— Their experiments involved fitting fine 
gical tubing into the brains of rats. Dif- 
rent groups had the tubes placed in differ- 
„places, including most of the regions 
ere morphine is known to act on brain 
s, After the rats had recovered from the 
rations, morphine was injected down the 
bes. Three hours later the animals had 
ir spleens removed. The spleen is the 
ace where a particular group of immune 
lis, the natural killer cells, are to be found. 
< When morphine was injected into the 
G, the natural killer cells taken from the 
spleen were ineffective. But when the PAG 








Glittering prizes 


Lus you live in a house that regu- 
larly hurtles through the air at sev- 
|. eral hundred miles an hour, you are unm- 
| likely to need the 20-kilogram robot 
"which engineers at Japan Air Lines (JAL) 
have cooked up in its canteen. Like most 
robots, it leads an exceedingly boring life: 
it polishes the windows of jumbo jets, 190 
of them per aircraft. But at least it relieves 
some men or women of that tedium, and 
it should save JAL time and money. 

_ Aeroplane windows are made of soft 
acrylic; those who look out of them will 
have noticed that they are easily 
.. scratched. To remove the scratches, the 
. more fastidious airlines remove the win- 


polished—an operation that takes three 
hours for each window. The new JAL ma- 
chine avoids having to do that. It hangs 
from the fuselage and tends them with 
. three different pads and assorted fluids— 
. an abrasive, a polishing liquid and a cool- 
ant—scraping off precisely 130 microns 
(one-eighth of a millimetre) of the worn 
surface. The robot takes just half an hour 
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-dows and take them to a laboratory to be 


. All very well, but can it whistle? 
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-was treated beforehand with chemicals that | . 
stop morphine from working on the brain: 
cells there was no weakening of the immune 


response. The cells in the PAG were some- 
how controlling the killer cells in the spleen. 

The means by which the instruction is 
passed along are still mysterious. It may 
travel through the nervous system to a part 
of the brain called the hypothalamus, which 
could then cause a chemical message to be 
sent out into the bloodstream from the pitu- 
itary gland. The natural killer cells in the 
spleen would then pick up this message. Al- 
ternatively, the message may be sent all the 
way to the spleen along nerve pathways. Dr 
Weber and Dr Pert hope to find out which 
by using drugs that block one or other of the 
pathways. . | 

Why should morphine have such an ef- 
fect? The reason that morphine and heroin 
work at all is that they mimic the effects of 
natural opiates found in the body. These are 
pain killers which let the body function 
when the going gets rough. Other research 
has shown that it is by acting on the cells in 
the PAG that the opiates manage to kill pain. 
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microprocessor decides when to change 
pads, and stops the machine if it strays 
from the window. The polisher’s motor 
has to adapt to the curvature of the 
portholes. 

The robot has 21 parents—a team of 
engineers at JAL's overhauling centre at 
Haneda, Tokyo's domestic airport. They 
began planning the machine in 1985, 
wrote the first program to control it on a 
personal computer and built a prototype 
in 1987. with the help of Yachiyo 
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n rats by Dr Yehuda Shavit of © 
he ersity in Jerusalem has 
shown that stress can both switch on the 
pain-dulling opiates and reduce the action. 
of killer cells. Such research may help to ex- 
plain why people under stress have sup- 
pressed immune systems. Some of the prob- 
lems. of the over-achiever and the junkie 
drop-out may be chemically similar. 

The research seems to suggest that the 
natural effect of opiates is to dull pain andat- 
the same time to lower the body’s defences. 
That may seem odd, but the oddness proba- 
bly stems from a present lack of knowledge. 
There are doubtless other complexities in 
the system which may make sense of it later. 

It is also worth remembering that the 


. immune system is a vicious weapon. Like a 


guard dog it may sometimes need to be 
calmed down in order to work more effec- 
tively. Future research. may find ways to 
block the link between the PAG and 
spleen, but that may not always be the 
thing to do. Guard dogs should be treated 
with caution. 





Microscience, a specialist lens-polishing 
firm. After exhibiting their brainchild at 
several airshows, the engineers have per- 
suaded JAL to put six clones of it to use at 
Haneda and to order another six. The ro- 
bots will probably set up shop at Tokyo's 
Narita international airport too. The air- 
line reckons that this dodge will save it 
Y 162m ($1.2m) a year. It is offering them 
to other airlines at $29,000 apiece. 

The engineers thought up their un- 
likely device ín order to win a company 
robot competition in which several work- 
shops and maintenance teams were given 
Y5m ($35,000) each to realise an engi- 
neer's daydream. Although it is already 
busy at work, the judges did not award it 
prize—from the look of the prototyp. 
they thought it would not be feasible to 
produce the robot cheaply enough. The 
honours went to two other ideas. One is a 
robotic aircraft-wash, like a car-wash but 
80 feet high and 200 feet wide. The other 
is a robot that makes parts easier to in- 
spect. To check for cracks, parts are 

| 
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sprayed with a light-sensitive dye and then 
cleaned. An ultraviolet lamp is shone on 
them: any dye which still shows up must 
be inside a crack. The prize-winning robot 
automates some of the spraying. 

The airline did not exactly offer the 
earth to its would-be inventors. The win- 
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BOOKS AND ARTS 


A republican writes 


THE MrrH OF BRITISH Monarchy. By Edgar Wilson. Journeyman Press; 227 pages; £5.95 


IT by tiny bit, and not before time, a 

new subject is beginning to surface in 
commentary on British public affairs. The 
monarchy is starting to be examined. De- 
bate has been joined. Is constitutional mon- 
‘ 'auniquely satisfactory state of affairs, 
| ding both an uncontroversial 
source of authority and a link with a 
nation's past? Or is it an anachro- 
nism, the negation of democracy, all 
fluff and tax dodges? 

Edgar Wilson's book is the sec- 
ond within a year to take the latter 
line, and a forthcoming pamphlet by 
Christopher Hitchens, a British jour- 
nalist based in Washington, will prob- 
ably follow it too. Mr Wilson's book 
is less entertaining and more exhaus- 
tive than Tom Nairn's "The En- 
chanted Glass", which came out last 
year, but it reaches broadly the same 

@onclusions. The common arguments 
for monarchy, Mr Wilson suggests, 
are all suspect. Trade does not follow 
a royal visit (rather the opposite); the 
royals do not work hard (some of 
them are plain lazy); they are not 
"just like us” (they are often hilari- 

unlike most of their subjects); 
^», are not cheap (they are the rich- 
est family in the land, and contribute 
uniquely small amounts to the 
exchequer). 

Mr Wilson goes further. He 
thinks that the monarchy's popular- 
ity is unimportant: people liked Hit- 
ler, too. Yet even without such ex- 
cesses, his analysis of the monarchy is less 
than convincing. Criticism of the royal fam- 
ily is turning into just another item on a left- 
wing wish-list, somewhere between calls for 
a new Greater London Council and de- 
mands for a minimum wage. The more inter- 
esting, and as yet unmade, case is that you 
can be for free trade and free markets, for 
patriotism, the importance of authority, and 
tradition, and yet be a republican. It is possi- 
ble to stand to attention for God Save the 
Queen”, but wish it had different words. 

A belief in the importance of meritoc- 
racy and of the need for "open" recruitment 


to élite positions is not a prerogative of the 


THE ECONOMIST JULY 29 1989 


left. Far from it; an important strand of 
Thatcherite thinking is premised on the be- 
lief that for a century an old, self-perpetuat- 
ing establishment had let Britain down. Yet 
it is not easy to argue that either meritocracy 
or an open élite can co-exist with monarchy: 





A royal replies 


with an exercise of power and authority that 
depends solely on heredity. 

"Ah", say monarchists, "the fatal er- 
ror!" The Queen, they assert, with all the 
certainty of those dusting off a cliché, reigns 
but does not rule. She is on her throne, and 
all is right with the world. Yet if the royal 
family is really unimportant, then abolishing 
it would be of no consequence—something 
one could do as easily as splitting the De- 
partment of the Environment. If royalty 
counted for nothing, Prince Charles's ob- 
servations on architecture, the inner cities 
or the need to get black faces into the Bri- 
gade of Guards would be treated with ex- 


actly the same respect as the views of any 
other rich kid with time on his hands. 

That neither of these propositions is 
true must prove that the institution of mon- 
archy has real content—that, to some ex- 
tent, it shapes the way Britain is. And how it 
shapes Britain must depend, at the limit, 
upon the fact that monarchy is the opposite 
of meritocratic. It hence becomes possible to 
argue that Britain's class structure—still the 
starting point for any sensible discussion of 
life-chances—is legitimised by the monar- 
chy. All those who think that Britain's class 
system wastes talent, that it produces the 
shame of exclusion from a charmed circle 
and the embarrassment of never knowing 
exactly what to say in new circum- 
stances or with strangers, should, in 
logic, be republicans. 

Even if convinced of this, a par- 
ticular kind of monarchist might then 
try a different tack. They might admit 
the meritocratic case against monar- 
chy, but say it was trivial, since the 
point of monarchy is to provide a link 
with the past and a symbol of 
nationhood. 

Fine; remembering the past, and 
knowing your nation, are things de- 
voutly to be wished. But by what 
strange device do the British need the 
royal family to do either? What is it 
that this mainly German bunch, rich 
as Croesus, keen on a tweedy kind of 
country life, and with a liking for 
nightclubs where one has to wear a 
tie, tells the modern British nation 
about itself? What British past is this 
polyglot set of characteristics meant 
to summon into the imagination? 

If asked such a question, some 
monarchists will fall back on the 
"]ump-in-the-throat'' argument (as in 
"Don't you get a lump in the throat 
when you see them waving on the bal- 
cony?"). Yet the curiosity, and sad- 
ness, is that Britain is packed with 
places that summon up such a feeling: a 
Cotswold village on a heavy May evening, 
splintered sunlight on Rannoch Moor, or 
the industrial West Riding set out like a rag- 
ged carpet below the courtyard of Carnegie 
College in Leeds. Or try any peak in the 
Appalachians, look west across numberless 
ridges, and remember how, almost within 
living memory, Englishmen (and Welsh, 
Scots and Irish too) cut paths through for- 
ests, and waded streams, to build a society 


where they hoped that the chances of suc- 


cess would be open to all. A society that 
would not have kings. 
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“Modern gurus 
Left, right 


- THE GLosa VILLAGE. By Marshall McLu- 
-. han and Bruce R. Powers. Oxford Univer- 
. sity Press; 220 pages; $29.95 

THE New Reauities. By Peter Drucker. 
— Heinemann; 254 pages; £14.95. Harper & 
.. Row; $19.95 


"A AARSHALL McLUHAN (who died in 
. AVA 1980) and Peter Drucker (80 this 
year) have been two of the gurus of the cen- 
tury. It is typical that two of what may be 
. their last books have now been published 
- simultaneously. McLuhan’s book, co- 
- authored after his death by one of his most 
- devoted disciples, has clearly been aeons in 
- galley proof while kindly editors try to work 
- out what on earth it means. 

~~ McLuhan struck vibrant chords when 
- he said that, just as the motor car had de- 
-. stroyed neighbourhoods (like the inner city) 
- built on pedestrian traditions, so telecom- 
- munications allied to the computer could 
- cause man to implode upon himself. Human 
.. beings are not designed to live at the speed 
-of light, just as rearview mirrors are not use- 
— ful in jet aircraft. Now that man's experi- 
= ences are so different according to the range 
= of his yesterdays, he really will have to learn 
. to tolerate views far different from his own. 
—. — How is he to do this? Through an inven- 
tion of McLuhan’s called the tetrad, which 
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one another” (eh?). Once man understands 
this tetrad, he will see why OPEC's power is 
mounting irresistibly, why raw materials will 
be short for ever, why hippie values will 
spread and spread—why, in fact, everything 
will happen which is the opposite of what 
has in fact occurred. So, sadly, the snorting 
reader may dismiss the whole book as rub- 
bish, which only some of it is. 

Peter Drucker is never obscure. He shat- 
ters the reader with quite specific insights 
and forecasts, alternately infuriating right 
and left, but especially left. For the century 
up to the 1870s all progressive people 
marched under the banner of Adam Smith; 
then the depression of that decade put them 
in disarray. In Europe the left split quickly 
between Marxist socialists and antisemitic 
socialists, each of whom had a nasty appeal 
but no intellectual staying power whatever. 
In non-socialist America the left tied itself 
after the 1890s to backward-looking protec- 
tion of the farmer (then over 50% of the 
population), the cloth-capped worker (more 
than half the rest) and small-town business- 
man (virtually all the rest). Since these three 
categories have been disappearing down his- 
tory’s spout, the left is in a bad way. It could 
recover if it spotted the lesson of the 1960s, 
which is that nothing done by governments 
can efficiently work, in an age where be- 
wildering changing technologies mean that 
men need competitive methods everywhere. 

Mr Drucker’s examples of failure in- 
clude the American welfare system, which 
has created more poverty than it alleviated 
because it created a welfare class (just as pris- 
ons breed a criminal class); and American 
education (“however desirable it might have 
been to make the American school the en- 
gine of racial desegregation, it weakened the 
school’s ability to do its first job: to teach 
children whether black or white’’). 

By this time the Colonel Blimps are 
probably cheering all Mr Drucker’s propos- 


als to move these things to some sort of 


voucher system, until they realise which 
form of government spending he regards as 
most totally ridiculous. Two of his most con- 
vincing chapters are called “Now that arms 
are counterproductive", and "When the 
Russian empire is gone". He is as sure that 
the Soviet empire will soon dissolve as he 
rightly saw after 1945 that the British, 
French and Dutch empires would. And he 
wonders whether anyone is prepared for it. 

Mr Drucker’s brave way with statistics 
makes him convincing in about 8096 of his 
arguments, intriguing and surprising in 
about half of these, and rather fun to dis- 
agree with in the different 2096 or so at 
which each reader will demur. So everybody 
with an inquiring mind should buy and read 
his book. If everybody with an inquiring 
mind read McLuhan's, there would be too 
many nervous breakdowns. 
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RADICAL ISLAM: THE IRANIAN MOJAHEDIN. 
By Ervand Abrahamian. I.B. Tauris; 307 
pages; £29.50 

THE IRANIAN MILITARY IN REVOLUTION AND 
War. By Sepehr Zabih. Routledge; 279 
pages; £35 
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EW, if any, forces remain within Iran 

that could challenge the Ayatollah's 
revolution. The army might try. At one 
time, the people's mujaheddin might have 
tried too; but since their exile to Iraq as an 
“Army of Liberation”, their chances seem 
slight. Two new books, critical of the clerical 
regime but wishing to give Iran itsel: 
benefit of the doubt, look at the strer 
and weaknesses of these two groups, the 
only visible challengers to the rule of the 
mullahs. 

Ervand Abrahamian's book is impor- 
tant and useful not only because it is the first 
in English on its subject, but also because, 
except on the most recent developments, it 
is objective. The author is not a mainstream 
Shia, but an Iranian Armenian. He gives a 
detailed account of the origins and develop- 
ment of the mujaheddin movement, which 
has managed to survive the most ferocious 
repression that the clerics could contrive. 

Both the Shah and the Ayatollah called 
the mujaheddin “Muslim Marxists”. The 
themselves have always rejected that de- 
scription. According to Mr Abrahamian’s 
evidence, they are "marxish" rather than 
Marxist. Soon after the movement was 
founded, in 1963, the mujaheddin declared : 
"We say ‘no’ to Marxist philosophy, 
cially to its atheism; we say ‘yes’ to M: 
social thought." “To separate the cass 
struggle from Islam", one founder went on, 
"is to betray Islam." The movement now 
plays down its Marxist side, in order not to 
scare off the ordinary devout Iranian; but its 
approach is thoughtful, fresh and indepen- 
dent, being to Islam more or less what libera- 
tion theology is to Christianity. 

Mr Abrahamian thoroughly disap- 
proves of the  militarisation of the 
mujaheddin, and in particular of their move 
to Iraq. According to him, they have degen- 
erated into a politico-military sect. The 
mujaheddin claim that raids into Iran by 
their “army” shook the confidence of the 
Iranian rulers and, in part, induced them to 
accept a ceasefire in the war with Iraq. In 
fact, the mujaheddin sustained enormous 
losses, and the ceasefire was accepted even 
before the raids occurred. 

That same ceasefire, hurriedly arranged 
last July, has made Sepehr Zabih’s book on 


the armed forces look rather silly; he has to 
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~ catch up with the march of events in an em- 
barrassed postscript. The Islamic regime, he 
originally argued, had developed the Revo- 
lutionary Guards into a fighting force effec- 
tive enough to defeat Iraq. Much of the 
training was ideological; a third of all 
courses at the reconstructed Islamic Military 
Academy, the reader is told, were in politics 
and ideology. But the swift, near-total col- 
lapse of Iranian morale proved that even for 
brainwashed Shias, “‘half in love with ease- 
ful death”, the rewards of paradise were not 
enough to win victory on the unforgiving, 
undeceived field of battle. 





The beauty business 
okin-deep 


SkiN GAME. By Gerald McKnight. 
_wick & Jackson; 288 pages; £13.95 


CCORDING to Albert Kligman, a der- 
matologist, people who are not beauti- 
ful are physically handicapped. According 
to Gerald McKnight, it is from statements 
like these that the billion-dollar cosmetics 
industry draws its profits. Each year vast re- 
sources are spent on a lie in which most 
women willingly co-operate. 

The cosmetics empires, founded as they 
are on "illusion backed by entrepreneurial 
flair", face two kinds of danger. One is the 
possibility that some potion will one day be 
found to keep age in abeyance, and put 

them out of business. In 1987 news came of 
a miraculous new substance, Retin-A, that 
might eliminate wrinkles. The ubiquitous 
Mr Kligman had rehabilitated an old acne 
treatment; Johnson & Johnson were poised 
to manufacture it, subject to approval by the 
Food and Drug Administration. The medi- 

‘stablishment recorded positive results. 
rue cosmetics industry, foreseeing the 
death of many an expensive product, put 
out counter-rumours of dire side-effects. 

The second danger, ever-present, is that 
the empires may be shown up as the illusion- 
ists they are. In the spring of 1987 the FDA 
sent letters to 23 big cosmetics companies 
asking them to account for the "magical 
anti-aging claims" made for their products, 
or submit them for testing as drugs. Compe- 
tition had reached such a pitch that creams 
and lotions were being launched on the 
claim that they actually altered and repaired 
the cellular structure of the skin. If the FDA 
were to classify such products as drugs, ob- 
tainable only on prescription, the cosmetic 
companies would see their profits destroyed. 
Lawyers on both sides are still hard at work. 

Mr McKnight gives a fascinating ac- 
count of the hydra-headed beauty business, 
whose power of regeneration is even more 
miraculous than that of the products it ad- 
vertises. This is an industry that is deeply in- 
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secure, despite the fact that 
open to endless exploitation. One Swiss 


fog: 


doctor, a charlatan among hundreds, made 


a fortune by injecting celebrities with cells 
from the foetuses of black ewes. 

In cold daylight, everyone 
agrees that nothing can erase 
wrinkles. At best, cosmetics 4 
can temporarily plump out the 
skin. At worst, they can actu- 
ally do damage. Millions of 
dollars are spent each year to 
reinforce the common 
knowledge that the sun’s 
rays, pollution, bad diet, 
lack of exercise and anxi- 
ety are all bad for the 
skin. Yet if women con- 
tinue to fear the march 
of time and refuse to take responsibility for 
their own health, they will keep turning to 
over-priced potions and surgeons for relief. 
In the end it is laziness that keeps the profits 
of cosmetics companies pouring in. 

Mr McKnight questions the ethics of an 
industry where a £5 lipstick costs as little as 
50p to make, where $20m may be spent to 
promote a new fragrance, and where ser- 
vices such as liposuction are offered, in 
which fat is sucked from the patient down a 


What they’re watching in Russia these days 


Is Stalin with us? 


MOSCOW 


p several sweltering days in the middle 
of July, permissiveness, democratic plu- 
ralism and the 1960s descended on Moscow 
all at once. Ordinary Muscovites, sitting in 
their local cinemas, could watch Warhol's 
and Morrissey’s “Trash”. More select audi- 
ences, thanks to an American-Soviet “‘initia- 
tive", could see even more recherché period 
erotica from America. Not to be outdone, 
almost every Soviet film on show in the city 
featured a nude scene. The occasion was the 
Moscow Film Festival, once a dull parade of 
the works of ideologically friendly nations, 
now an agreeable and chaotic orgy of 
glasnost and low commerce. 

Although there were no new films from 
outstanding Soviet directors (both Elem 
Klimov and Gleb Panfilov were at work on 
new projects), Muscovites were offered some 
200 other delights, from “Robocop and the 
Woo-woo Kid" to David Mamet's "Things 
Change” and Peter Greenaway’s "Drown- 
ing By Numbers". The new head of the festi- 
val selection committee, Andrei Plakhov, 
had also made sure that offerings for the fes- 
tival competition marked a break with the 
past. Out went "diplomatic" choices from 
alied nations; in came new films from 
Miklos Jancso, Vera Chytilova (her AIDS 
film, “Tainted Horseplay") and Ken Rus- 
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Mirror, mirror 


hose into a bucket. But he confines himsell 

to the ethical limits the industry sets itself, 
without seriously evaluating the giant fraud. 
that lies behind the promotion of cosmetics. - 
In doing so, he falls for Mr Kligman's 
premise: that people judge and act only on 
appearances. The book, like the trade, is 
skin-deep. f 
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sell. The United States was represented by 
Hector Babenco’s "Ironweed" and Law- 
rence Kasdan's "The Accidental Tourist”. 
For the first time, the films of Bunuel were 
purchased for distribution. x 
Ordinary Muscovites, it must be said, 
were not bowled over by all this. The market 
in illicit videotapes, screened mostly in 
video cafés, has taken the edge off the nov- 
elty of seeing western films. Nonetheless, it 
was highly unusual for the official and 
proper cinema, and more power to Mr 
Plakhov's arm. M 
The Union of Film-makers had organ- 
ised ambitious retrospectives of “unseen” 
films from the Soviet film archive and of to- 
talitarian cinema, including films from Nazi 
Germany and Italy as well as Russia. As 
viewers struggled to find their way around 
the newly opened marble monolith that 
housed the event, an unwanted legacy from 
the Brezhnev era, it became evident that 
both programmes carried a warning for the 
cinema in uncertain times. So did the Film 
Market, where two documentaries on Stalin 
were shown. Semen Aranovich’s “I Was on 
Service in the Guard of Stalin", made by 
one of Leningrad's first independent video- 
production companies, centred on an inter- - 
view with one of Stalin's bodyguards, now 
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in his 80s. “Is Stalin with Us?" , a surpris- 
ingly broadminded offering from Goskino, 
the State Committee on Cinematography, 
allowed veterans of the Stalin years to talk 
through their painfully ambiguous feelings 
about the man and his times. 

Elsewhere, commerce and mammon 
were well on view. Representatives of the 
American film industry jostled to set up 
shop within the hallowed, if run-down, por- 
tals of Gorki Studios, now home to several 
independent companies, including the one 
that made "Little Vera". Co-production 
deals and shining joint. ventures were prom- 
ised on every side: televised histories of the 
Soviet Union, films on Chernobyl, docu- 
mentaries about nuclear deterrence. Despite 
the problem of exchanging roubles in the 
capitalist marketplace, commercial plural- 
ism has arrived. 

Political pluralism, too. The appearance 
of Boris Yeltsin, the former Moscow party 
boss, at an unashamedly political question- 
and-answer session suggested that the most 
momentous events might be taking place 


= outside the screening rooms. “We don’t 
. make films now," said one director, only 
half ironically; “we make politics." 


Armen Medvedev, the first deputy 


- chairman of the once all-powerful Goskino, 


also mused on the changing times. Sitting in 
the ponderous grandeur of the merchant’s 
mansion off Gorki Street that houses what 
remains of his outfit, he spoke of the slow 
process of consigning Goskino’s hitherto ar- 
bitrary powers to the legal system and the 
introduction of the “near perfect’’ British 
model of film classification. 

“Tt is", Mr Plakhov says, “a transitional 
period. There is a free competition of ideas. 
It is a first step. Tangible results will follow." 
It is indeed a transitional period, with not a 
little sense of free-for-all. 
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Warhol’s revenge 


Breaking the 
ICONS 


NEW YORK 


F CELEBRITIES, like the rich, are differ- 

ent, how are they different? Not, to hear 
Andy Warhol tell it, because they are tal- 
ented. They stand out because they behave 
so badly. 

Warhol began dictating his DiARIES* in 
the late 1970s to keep track of expenses for 
tax purposes. He continued until his death 
in 1987. Beyond the costs of his taxis and 
paints, they record his frantic social round 
in the worlds of art, entertainment, politics, 
fashion and high society. Warhol the artist 
features hardly at all in the diaries, except to 
show continuing concern over how his 
prices are holding up at auction. The events 
of the real world get a sentence or two. 

Instead, the diaries chronicle a decade's 
changing social mores, from the sex-and- 


On the Index 


VEN on the beach, 807 pages of 

Andy Warhol’s diaries are a lot to 
wade through—particularly as Warhol 
recorded his tips and restaurant bills 
alongside his scandals of the rich and 
famous. But now there is an alternative. 
Spy magazine, a glossy New York cross- 
breed between Britain’s gossipy Tatler 
and satirical Private Eye, has published 
an index in its August issue. Arranged by 
name, the index lets one drop all pre- 
tence of reading Warhol’s diaries for so- 
cial history, and go straight to the vicious 
tittle-tattle. 

There’s plenty of it. The index reads 
like a tabloid headline-writers’ fantasy. 
Where else could one find entries like: 
Beatty, Warren . . . penis size of, called 
disgusting by Jacqueline Onassis for mys- 
terious act in hallway (page 190). 
Goldwyn, Sam . . . giving Truman Ca- 
pote a: ‘big long tongue kiss” (page 162). 
Liberace . . teaching Elvis how to dress 
(page 619). 

Nureyev, Rudolf... awful dancing of 
(page 284). 


Schwarzenegger, Arnold... loving 





drugs-and-rock-and-roll 1970s to the 1980s, 
when AIDS turned the dionysian euphoria 
into panic. Warhol himself is at the centre of 
the transition. By the end of the diaries the 
heavy drinker of the early days has tempered 
both his diet and his life. Interview, his film- 
star magazine, even devotes an issue to per- 
sonal health. 

All this is a backdrop to Warhol’s real 
interest: the nefarious ways of celebrities. 
His move into the social jet stream resulted 
from the kind of shrewd professional cal- 
culation that was his trademark. As 
glory years of pop faded into history, 
feared he was becoming an anachronism. 
The only way to hold on to his renown and 
his income was to become court portraitist 
to the glitterati. Anyone willing to pay 
$25,000 could have a portrait; the mixture 
of Warhol’s cachet and star vanity precipi- 
tated a shower of gold, and Warhol once 
again found himself secure in the worlds of 
art and high society. 

Yet the commissioned portraits Warhol 
painted, from Polaroids he took himself, 
and the pictures of those people in the dia- 


` 


Kurt Waldheim (page 728). 
Welch, Raquel . . . intellectual preten- 
sions of (page 364). 

That is not all. No fewer than 16 
members of the Kennedy clan rank et 
tries in the index, and there is a separate 
entry for “the Kennedys” concerning af- 
fairs with Marilyn Monroe. Presumably 
with an eye to the libel lawyers, all 40 en- 
tries concerning Bianca Jagger have been 
prefaced with the word "allegedly". Jerry 
Hall, by contrast, gets only seven entries 
(beginning with “body odour of") with- 
out an allegedly among them. 

Amid such a wealth of titillation, 
there are inevitably some disappoint- 
ments. Even Warhol apparently never 
did learn what exactly happened in the 
hallway that caused Mrs Onassis to turn 
her scorn on Mr Beatty. Nor does the in- 
dex note, à propos Messrs Waldheim and 
Schwarzenegger, the life-size statue of Mr 
Schwarzenegger in lederhosen that was 
presented to him by Mr Waldheim when 
he got married. Perhaps the truly pruri- 
ent had better plough through the whole 
thing, after all. 
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ISCOVER THE 
STRAT 


IC 
)PPORTUNITI 


< Two years ago, capital market players — banks, 
- brokers, dealers, asset managers — were euphoric 

because of unprecedented success and big profits. 
Today, many are cautious about their future and 
some doubt their very ability to survive. 


At a time of rapid change in Europe’s capital 
markets, the difference between forecasting the 
future accurately and inaccurately 1s worth billions 
of Ecus. 


If Europe is your market, you will find a new 
report from Arthur Andersen & Co. published by 
The Economist Publications essential reading. 
European Capital Markets: A Strategic 
Forecast examines the key issues including: 

e Which market functions will be affected by the 
opening of pan-European markets? 

Asset management? Brokerage? Distribution? 

e Are EEC regulatory innovations a real force for 
change? Or will local regulation still be more 
important and effective? 

e How is technology reshaping the bargaining 
power of the players in the capital markets 
industry? 

V hich sectors offer the best prospects over the 


















Prices G nci: Eue : 
UK £50, Europe £54, Rest of. World £56 
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The report is based on the projections of 1,000 























The report includes an analysis of market trends, 
competition, demand, management strategies, 
technology, regulation, taxation, human resources 
and many other factors. It is an essential tool for 
strategic forecasting and budgetary planning. 





experts from 13 European countries and on analysis. 
from experts in Tokyo and New York. | 


To ensure you are prepared for the future, complete 
the coupon below and order your copy today. 





Payment ECVLA - " | 
Dlencdoseachequefor£ |... E 
Please charge £ 0 to my © OPENA Express 

Account No. | 0 Visa 





Expiry date eee .. Signature 
C] Please invoice me 
Telephone orders: UK (0256) 53661 ext 708 Fax: (0256) 472194. 


Special London delivery: Telephone Linda Denli at the Economist Shop on. 
01-839 7000 to arrange delivery by courier at cost. 


Send your order to: 

The Economist Publications Limited 
Subscriptions Services 

PO Box 177, Basingstoke, 
Hampshire RG24 OF6, England 


Registered office: 25 St James's Street, London SWIA IHG. Registered number: 1775671 
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ld not be more different. Warhol, 
> public cipher, turned out to be the most 
cute of observers. Safely enclosed in their 
iedia cocoons, performers or socialites 
ould be dazzling. In the diaries, each has a 
lub foot. The players are all cuckolds or be- 
ng cuckolded; scheming for social or emo- 
ional advantage; dealing or craving drugs; 
heap, or fond of strange sexual practices. 
ust as often, a simple indignity brings them 
ow. Truman Capote stumbles down the 
treet, losing his trousers. Eartha Kitt goes 
o the wrong dinner party. 
. Sometimes his subjects can be perverse. 
ana Vreeland takes a friend whose sight 
$ returned after ten years to a screening of 
Deep Throat”. Livia Weintraub concludes 
ch about her experiences in a con- 
ration camp with a pitch for her new 
me. Throughout, Warhol’s tone is 
e were settling some unspoken 
idge. Perhaps he was. In a poignant entry, 
yeaks of being snubbed by a collector at 
arty who had taken an interest in him un- 
[ she saw him under bright light. 

Like Truman Capote, who got his re- 
enge on New York society in "Answered 
rayers” (but paid for it by being perma- 
ently ostracised), Warhol must have 
nown that he could never be a full member 
f the group he ran with. He was not chic 
enough, not good-looking. The urge to take 
its members down a peg, particularly when 
so much of their magic was achieved with 
mirrors, must have been irresistible. In do- 
ing so, Warhol dead has shattered the pop 
icons that Warhol living created. 






























































*Edited by Pat Hackett. Warner Books; 807 pages; 
$29.95. Simon and Schuster; £17.95. ; 








A ARIA ANA of Austria, Queen of 
V A. Spain, is back in Geneva, 50 years af- 
r her last visit. Her portrait by Velasquez is 
ne of 73 pictures the Prado has sent for a 
an exhibition to mark the anniversary of 
ie evacuation of part of Spain's art during 
e Civil War. In one of the last effective 
ts of the League of Nations before it died, 
most 2,000 tapestries and paintings were 
nt for safe keeping in 1939 to the Palais 
2s Nations. Jose Maria Sert, a Catalan 
nter who had just finished the murals of 
ie League's Council Chamber, was instru- 
ental in getting both Spanish govern- 
nts to agree to the evacuation; he had 
d in Paris since 1899 and was one of the 
few Spanish artists who had managed to 

id taking sides. | 












Wu 


Spain's artistic treasures fell victim to ran- 
dom violence. Chapels and convents were 
favourite targets for arson by Republicans, |. 
and people's committees sat in rough occu- 


pation of the palaces of grandees. The Re- 


publican government, wishing to show that _ 


it was not composed of barbarians, quickly 


set up a committee for the safeguard of. 


works of art and historical monuments. It 
also organised a depot for works of art at the 
Prado, put paintings in crates, built barri- 
cades round churches and managed to stop 
most of the burning and looting. Each time 
the Republican government retreated from 
Madrid to Valencia, then to Barcelona and 
finally to Figueras, the nation's 1,868 porta- 
ble treasures moved with it. | 

Pro-nationalist bombing went on all 
through the war, and in 1937 the Prado it- 
self was badly hit. By the winter of 1938 an 
international committee was formed to ne- 
gotiate an evacuation. Despite a request re- 
layed by the Duke of Alba, the slow convoy 
to the French border was repeatedly strafed 
and bombed; but 22 sealed boxcars arrived 
in Geneva on February 13 1939, 

The Figueras Agreement, which ac- 


. companied the art and is printed for the first 


time in the catalogue of this summer's exhi- 
bition, is a remarkable document. The 


Vim and vigour 


EN Mary Ann Evans wanted to 
be taken seriously as a novelist, 
she took the name George Eliot. Those 
aspiring to make fame and fortune from 
Britain's publishers these days should do 
the reverse. It helps to be a woman. Not 
any woman, mind, but one with a double 
duosyllabic name, stressed on the first 
syllable of the surname. Most of the 
world's best women writers have names 
of this sort (Susan Sontag, Iris Murdoch, 
Doris Lessing); so if you aspire to be 
| amongtheir number but are not quite in 
| their league (like Shirley Conran), then 
| you can at least make your name work 
| for you. If, at the same time, you can find 
| a one-word title that will look good in 
embossed silver type on the paperback, 
you will work wonders. 
This is what Julie Burchill has done 
| with "Ambition" (The Bodley Head, 
£11.95), the latest offering in a genre 
now known to the cognoscenti as the “S 
& F” novel, where S stands for shopping 
and F stands for the obvious. The key in- 
gredients are three. First, lots of dropped 
names, preferably of duosyllabic design- 
ers (hence Rifat Ozbek, Katharine 
Hamnett). Second, immense quantities 
of designer goods (Czech & Speake bath 
oil, Zehnder radiators, Cerabati tiles; 
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sealed train. made its way back to Spain 
through a France already at war. 
Coming from Spain, going to Spain; by - 


a twist of irony, at the Villa Favorita in Lu- 


gano, Baron von Thyssen is putting on his 


last big exhibition—of north European ex- 
 pressionists—before a large part of the col- 


lection is transferred, more or less perma- 
nently, to Spain. No war or looting 
prompted him, but simply the 
headedness—as he saw it—of the loca 
thorities in Lugano, and the excellent finan- 
cial arrangements offered by the Spanish 
government. Spain also offered the baron 
one inducement that Switzerland could not 
match: a ducal title. Had Spain remained 
Republican, who knows how the story 
might have ended? | 











Not quite Middlemarch 


Vim, a well-known household cleaner, 
may be mentioned, but only because it 
looks like cocaine). Third, even more im- 
mense quantities of designer sex. ! 
All this and more Ms Burchill man- _ 
ages. Her friends say "Ambition" is a- 
masterly parody, but this is just London 
literary talk. Certain double duosyllables 


would sum it up better. 
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UNIVERSITY OF BATH 
SCHOOL OF SOCIAL SCIENCES 


` LECTURESHIP IN DEVELOPMENT STUDIES 
. WITH REFERENCE TO POLITICAL SCIENCE 
- OR PUBLIC ADMINISTRATION 









Commonwealth Secretari: 


Asia and the South Pacific E 
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. The successful candidate will contribute to teaching in the inter-disciplinary MSc 
programmes in Development Studies and in Fiscal Studies. (S)He will dio be 
expected to contribute to undergraduate programmes and to carry out research. 
Extensive experience in developing countries is required and, for this reason, The Commonwealth Youth Programme (CYP) provides a wi de ratos a£. 
ee OWA ds the top of the Lecturer scale will be considered. services to member countries including tnbus uth. bar anid I 
Salary up to £20,469. mM | à Regional Centres'and advice on the formulation and implementation of 
Further particulars and an gv yer form may be obtained from the Personnel youth policies. It is currently teviewing its activities giving greater . 
"Officer, University of Bath, Bath BA2 7AY, quoting reference 89/92R. | emphasis to income and employment generating policies and projects. 
“Closing date for applications: 22nd August 1989. | CYP has four Regional Centres—for Asia, Africa, oe atibbean and the - 
—— PÉHIUIÍE - —Ó South Pacific—and a Headquarters in London. E 
—— a Eh —Ó————— ER Applications are invited from suitably qualified and experien: 
eae v MIT OMEN OM eer ta eget ort monwealth citizens for vacancies for posts of Tutor at the A: 
7 nuoc ‘APA c Pacific Centres. These Centres are based in Chandigarh, 11 
TM | UUT wr | B Campus of the University of the South Pacific in Suva, Fiji 
LM" E. sona an M § Tutorial staff are required to undertake duties in the design, 
¢ benefits evaluation of courses at Diploma and Certificate level; oi 
se re E S : SN training courses and seminars at regional, sub-regional and- 
"Building Societies Association needs a bright, young, enthusiastic | provide advice to member governments regarding e 'e 
economist to produce economics and business commentaries. The Associa- f programmes and projects; feis Centres to identify aric 
ion publishes a wide variety of analyses of conditions in the mortgage and employment and income generating projects, and assis 
=- savings markets, both specifically for its members and to a wider audience. [ — information, publication, research and administration. 
The Association will shortly be providing secretariat services to the Council for an initial pe S TORR: NX 
|. Of Mortgage Lenders, a new trade body formed to represent the interests of all i 
.'" mortgage lenders, and this new development makes the role of the business 
. economist of even greater importance. 
. Applicants need a good economics degree, 1-2 vears' post-graduate 
.— experience, and must be able to produce high quality written work under 
pressure, A competitive salary package is offered with immediate mortgage 
subsidy, BUPA, interest-free season ticket loan and non-contributory 
pension. : 
Applications, which should be accompanied by a recent example of written 
work, should be addressed to Mrs Jane Jones, Under Secretary, The Building 
.... Societies Association, 3 Savile Row, London W1X 1AF by 11 August 1989. 










MONSANTO, A MAJOR MULTINATIONAL CHEMICAL COMPANY WITH EUROPEAN HEADQUA 
die IN BRUSSELS, ARE LOOKING FOR A (M/F) aes 


BUSINESS PROJECT MANAGER, E 
USSR/EAST-EUROPE 


The porron will be responsible for negotiating and implementing business projects in the Soviet Union and Eastern 
- Europe. The projects currently being initiated include various forms of technology deals and joint ventures. 
The successful candidates will have general business, technical, or financial experience and good knowledge of the chemi- 
cal industry. Equally important, their mature and energetic personality will allow them to be effective as a eader or key 
i i | member of ad hoc management teams. ` 


ANAGER COUNTERTRADE USSR 


The position will initially be responsible for Sensing the Manager, Countertrade USSR/EE, in the purchasing and selling of 
countertrade goods. We are looking for a young Manager, with growth potential, aged 28-35. Knowledge of Soviet busi- 
ness practices and methods is not a strict requirement, but would be of added value. 


Both positions require a good command of English, a degree-level education and good people skills. Russian would bean 
advantage. Candidates will be based in Brussels and are willing to travel in the USSR and elsewhere. 


Interested candidates should send their c.v. to Mr J.C. Nicolay, Monsanto Services international, 
avenue de Tervuren 270/272, 1150 Brussels. ! 
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THE POPULATION COUNCIL 


ASSOCIATE 
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CDC is a British Statutory Corporation which has over £ 1Bn invested in 
public and private sector projects in over 50 developing countries. 

We have recently adopted a new policy for smallholder development, 
based on farmer participation in planning and management, labour-intensive 
production, cash crops integrated with food production, and financial and 
environmental sustainability. | 

An experienced AGRICULTURAL ECONOMIST is needed to work in a 
small London-based team on the identification, appraisal and monitoring of such 
projects in any of the countries where we operate. 

Applicants should have a degree in agriculture or economics, 
postgraduate training in agricultural economics or related subjects, and a 
minimum of 5 years practical field experience in planning and/or managing 
smallholder projects in the developing world. Fluency in French, Spanish or à 
third world language, and experience in both public and private sectors will be an 
advantage. 

Overseas travel up to 4 months per year will be required. Salary will be 
commensurate with experience, and benefits include non contributory pension 
scheme, subsidised restaurant and generous overseas allowances. 

Applicants should send a full curriculum vitae, with the names of 
3 referees and list of 
relevant publications or 
written work to: lan Gill, 
Personnel Department, 
CDC, One Bessborough 
Gardens, London 
SWIV 2JQ. 


Commonwealth Development Corporation 


Office (Aca ami <i DOG i 


ity of Leicester 
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fixed term (three years) 


initial salary, dependent on the qualifi- 
cations and experience on the Lecturer 
salary scale Grade A £10,458 to 













Joyner, The Populati on Council; Oo : à Dag : | Leice 


Applications are invited for 
two Lectureships, one of which 
| will be for three years in the 
first instance, in this expanding 
Business School. Candidates 
should have a PhD in a rele- 
| vant subject. Specialists in Or- 
ganisational Behaviour and in 
| Marketing may be preferred, 
but applications will be wel- 
comed from candidates with 
interests in other areas. Indus- 
| trial or commercial experience 
will also be relevant. 


| Salary will be on the Lecturer’s 
scale (£10,458-£20,469), 
placement according to se~, 

| qualifications and experience. 
Further particulars can be ob- 
tained from the Academic Per- 
sonnel Office, University of 
Glasgow, Glasgow G12 8QQ, 
where applications (eight 





. lodged on or before 1 
| September 1989. 

In reply please quote Ref No | 
6629/U 
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Faculty of Social Studies 
. RESEARCH FELLOWSHIPS 
-IN THE INTERNATIONAL 

_ RELATIONS OF THE 

|. DEVEL OPING WORLD 

l| dede relations of the iari waid Oni cia who 
| xd t quede Se er of 


research programme at Oxford Hain on ‘Developin tes in 
a Changing World Order’, funded by a grant from MacArthur 




















Fou dation. The programme will consist of two separate projects: 


A | L The Revolt Against Western Dominance: From a European to a 
^ . Global international Order. 
2. = and Change in Developing Countries. 


Salary is expected to be on Research Staff ll scale, which starts at 
Pu 372. Each successful candidate may also be elected to 
membership of an eu College—likely to be Nuffield and St 
Antony's respectively. Further particulars may be obtained 
from: Mrs Mary Oxford, Social Studies Facult , George 
Street, Oxford OX1 2RL. Telephone 0865 278 . The deadiine 
E Ee iii 

























The University is an Equal Opportunity Employer 


UNIVERSITY OF NEWCASTLE 
New South Wales, Australia 
DEPARTMENT OF ECONOMICS 


SENIOR LECTURERS 


(Position No A94/89) 


(Position No A95/89) 


> Department of Economics has available immediately positions in the 

lhbove categories. The positions may be filled either on à tenurable or a 

; rale contract basis. The Department has around 30 academic staff 

members t er with a number of part-time tutors and office support 

staff. Student numbers have increased sharply in recent years. Students are 
enrolled for Bachelor, Masters, MBA and PhD degrees. 


>. Research interests are organised around a number of groups, incdudi 
^. institute of Industrial Economics, the Labour issues Group (including la 
|]. economics and industrial relations), the Resource and Development Re- 
^. search Group. and regional economics through an association with the 
< Hunter Valley Research Foundation. There are also strong interests in 
Macroeconomic: policy, history. of economic thought and methodology, 
E cs and economic The Department is well equipped with 
toi er facilities. In addition. to the. VAX mainframe, all staff members 
have been provided with personal computers and substantial elements of 

|]. the teaching program are con ucted with the aid of PCs. | 
$ " University economists enjoy a right of limited debes practice. These 
activities are often organised on a team basis through the groups mentioned 
above. 


id 








T E N Newcastiei is surrounded by extremely pleasant living and recreational areas, 
“| and modern rail and freeway links place the University a comfortable two- 
Dp hour journey away from Sydney. 
nE Applications are invited from candidates specialising in any area of econom- 
|. ic. Commencing salary will be dependent upon qualifications and experi- 
ence. Salary ranges are as follows (per annum): Senior Lecturer A$41,459- 
A$48,086; Lecturer A$31,259-A$40,622. Further details may be obtained 
from Professor. Barry Hughes (tel 049-685 768). 
Applications close 37 August 1989. 
< Conditions of employment, induding method of application and other 
~ particulars, may be obtained from Appointments (36658), Association of 
. Commonwealth Universities, 36 Gordon Square, London WCTH OPF. 
! Equality of employment opportunity is University policy 





Further information: Annelies Wind or Marguerite Nguyen, 























international center 
for monetary 
banking studies 


SEPTEMBER EXECUTIVE 
DEVELOPMENT COURSES-GENEVA 
Part of the highly successful SAPM Program, attended since 


by executives from 45 countries and over 230 private and c 
banks, insurance companies, and other financial and indus 


organisations. 
BONDS 5:5 


Ail topics essential to effective bond portfolio management including yield curves, impact - 
of taxes, dedicated bond portfolios, duration and immunisation, international diversifica-. 
tion, exchange-risk management. 


OPTIONS «55 l 
Essentials of option trading and investment including notably: pricing models, hedging ` 


strategies, volatility, valuation of warrants and convertibles, bond. and: interest-rate » 
options and portfolio insurance. 


FINANCIAL FUTURES AND sw. 


Main topics include pricing and arbitrage, uses of futures in hedging: i 
risk, relationships between future, forward, swap, and option markets 


These courses develop a practical yet orous : 
investment decisions, trading strategies aa hedgi 

Participants are professiona ais with some prior kno 
financial instruments and usually have a unive 
Intensive training; leading international faculty; op d of 

theoretical principles and practical a lications; case tudies. in 
smali working groups; exercises on PCs, etc. — ^^ b 









































































International Center for Monetary and Banking studies, | 
PO Box 36, 1211 Geneva 21, Switzerland. ss 
"Phone: 22-734 95 48. Telex: 412 151 pax eh. Fax: 22-733 64 44. 2 


Finance at Oxford 


Corporate Finance and 
Strategy Programm 22-28 October 1989 


Course Director: 


















Patrick Hodgson 
Associate Fellow 


This four-day programme is designed to provide senior 
executives with greater insights into the financial — 
dimensions of strategy and the factors that lead to — 
strategic success. An intensive and highly interactive 
programme which provides an opportunity for a limited 
number of senior executives to share experience 
concerning the essential elements in the process of. 
successful strategy formation. 


The programme tighighs the placo of corporate fan 
in the str decision process and defines the role of 
financial measurement in strategic investment decisions. 


Price: £1600 « VAT - Residential 

For further details apply to Kay Schippers 
Telephone: (0865) 735422 

Telex: 83147 attn TEMCOL 

Fax: (0865) 736374 


Im Templeton College 


Oxford OX! SNY 


Ref: M620 











































2M SAKS FIFTH AVENUE 
~ TO WALL STREET 


sue Wong, one of the fastest growing fashion 
designers in the United States, recently merged 
to a publicly traded company. Now, the oppor- 
inity exists for individual investors to take part 


International. 


A twenty year veteran in the industry, Wong's 
designs are currently featured in such major 
department stores as Nordstrom's, Saks Fifth 
- Avenue, Sakowitz (Dallas/Houston) and Nieman 
. Marcus. Over 2,000 elite boutiques across the 
country also carry the Sue Wong line. 


| In addition, agreements have been reached with 

"The Limited", "Casual Corner", "Signal" and 
| “Stokin” (a Japanese owned chain in New York 
| City) stores. Expansion into the European and 
| Japanese markets is also forthcoming. Her clothes 
| have also been featured on "Good Morning 
| America", most national garment industry publi- 
| cations, and a number of women's magazines. © 


| Sales over the next twelve months are expected 
|. to exceed $6,000,000. This does not include Great 

“Britain and Europe where ‘representatives are 
established, or Japan, where a licensing agree- 
ment is forthcoming. Management estimates 
- sales could expand to the $50 million range with 
. proper financing. 


- Structure: 


Public Float $1,333,333  *stock traded 
Retricted $5,333,333 pink sheet 
-Total $6,666,666 at present 


à It is anticipated that NASDAQ Listing will be 
applied for during the summer of 1989. 


-Sue Wong International is a solid, emerging 
-growth stock with explosive power. Price talk: 
. $10 to $20 within the next two to three years. 


-Investors interested in obtaining additional 
-information may call Kent Allen of MLB Invest- 
. ments Ltd. Phone (800) 678-5525 within the US; 
(407) 774-9595 outside the US. Member of NASD 


Portions of this text were taken 
. from “The Reynolds AS 


in the growth being projected by Sue Wong. 














2. Oranges 
5. Guava 


L Pineapples 3. Bananas 
' 4. Passion Fruit 6. Papaya 


Yearly production of 30,0 000m/ton increasing to 100,000m/ton by 
1991 from a 15,000 hectare farm i in Nigeria. 


A visit to the farm is recommended and can be arranged for those 
interested in investing or future market management 


Contact: | 


W. G. Byng, Hydrotech International _ 

8 Cinnamon Row, Plantation Wharf 
London SW11. 7 
Tel: 01-924 2137. Tix: 266697 HYDROD-G 


F. Onyebeke, Famap (Nig) Ltd 
85/87 Okigwe Road, Owerri 
Imo State, Nigeria 
Tel: 010-234-83-230809. Th: 53208 HYDROD-NG 






ona foreign 


With Audio Forunt’s intermediate ^ 
and advanced materials, it's easy 
to maintain and sharpen your 






- LEARNTO SPEAK FRENCH BY 
. TOTAL NATURAL IMMERSION 
with French participants for 7 


Cháteau LA VALOUZE 

J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 

E Tel: 5391 44 28 


l THE LANGUAGE SOURCE 
Suite N.33, 31 Kensington Church Street, f 
London Wa SLL - a 






J PREPARED TO APPLY? 
Eo now to pass the GMAT test. 
American business schools, & some in Britain, require the Graduate 
eu ement Admission Test for an MBA course. Prepare, with an intensive 
eminar. Run by specialists & led by Dr E.D. Jaffe, the GMAT authority. 
3 day GMAT Seminar 19th-21st September in London 
Details & prospectus. Registrar, GMAT Educational Seminars 


UNIVERSITY DEGREE 


For Life, Academic & Work E) 
“Mey Degree fox pacen nie wom bebe mers SNAM 
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London Management Centre Suite, 235 High Holborn, WC 1. Or “abá 01-242 9603 4 
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intensive days in the DORDOGNE 











































Well sited for theatres, business and late night 
shopping. Individually furnished studio and 


one bedroom apartments for rental from £220 
to £550 per week. Minimum stay one month. 










SLASH YOUR 
LONDON HOTEL COSTS! 


If your organisation spends more than 20 nights per year in | 
London four star Hotels, we undertake to reduce your- 
accommodation costs by 50 per cent. 


Details from Post Box 20 LISKEARD UK or Fax 0208 82436. 
Telephone 0752 842592. 


Licensed attorney. 
Practice limited to US immigration law. 
Judith B. Sporn, Attorney at Law 
Fo 425 Westport, CT 06880 
| Tet: 9 (aaa. Fax: GO1M 700 


: ITALY 
. CASTLES IN THE SKY 


OF villas i in the vineyard. The best city or 
ae Sind all over ITALY, American 


















































THE ROYAL INSTITUTE 
















he perfect holiday. INTERNATIONAL OF INTERNATIONAL AFFAIRS Financial Times Business Information 
S Piazza di Spagna 35, 00187 seeks : 


| Rome, ITALY. Telephone: 1011-39-6) 
P089. in US call 21 2) 794-1534, 


Research Fellow 


tor Eastern Ei MANAGING 


EDITOR 














~ FLORIDA — Research Fellow | 
-REAL ESTATE. for East Asia The Financial Markets Group within FTBI, which publishe 
al and Fi iary Services to Foreigi - The Research Fellows will work simulta- jan 


Swi management and de- 
» immigration through réal 
4 swiss CONSULTANT GROUP (USA) INC. 


neously on a project on comparative com- 
. munist foreign policies. 

The central task will be to identify the 
ways in which domestic reform affects 
foreign policy in selected communist 
states, 

These positions are for nine months, be- 
ginning 2 January 1990. Salary in the 









trainee financial e ara which is ai l for p 
about 70 reports a day on all the major financial mar 
group plans to launch several new publications over th 


Interested candidates should write. 









| y E DRAFTSMAN 





in confidence to: ; 
Daca of £10,500-£11,500. ns 
Ping dramas with inenatonl espe T || - sa Catan a vitae to Person- Shekhar Das, Publisher, IFA/City ne 
Hence available for short assignments in | | eouare. tham Newspaper House, Great New | 






London EC4P 4ER. Please stat 
acea Mensch L z 





any country whose legal system stems 
from the English Common Law. — i 
Write to: Box 91, The Economist Newspa- i: 
l per Ltd, 10 Rockefeller Plaza, New Tenes 
4 N¥ 10020, USA. 





| Mao 14 August. 

























South Wales 


jail ELECTRICITY 
er Trydan De Cymru 






-' CUT THE COST OF 
~ YOUR STAY IN LONDON 

sts ara! a 
"Fully Kichen- dinatte nette, bathroom, 
Eo ACT ae 


“sob eC ES Tr oti (RO 





















| Oil Market Consultancy 
|. Service 

l^ arket Economist Analyst (PhD, 
Dip, MCIM, MBIM) is available to 

I undertake any Oil consultancy work, 

. Soil markets’ research and analysis, 

; | feasibility studies and surveys. Ready 
ys E travel Worldwide at customer's 

request. For any services. 






| SALARY 510 820-514 791P PER ANNUM 


South Wales Electricity is at an exciting stage in its development and our awareness of commercial id 
economic trends will be of vital importance to our success in the private sector. We are, therefore, looking ] 
to recruit a young graduate in Economics or Statistics to join the Energy Trading Depuniedn at our 









Headquarters in St Mellons, Cardiff. 


The Energy Trading Department is responsible for purchasing electricity from generating companiés ùd 
for setting tariffs both for electricity supply and for use of the Distribution System. Examples of the wide. 
| range of activities undertaken include the negotiation of contracts for supplies of electricity to customers. 
.. and also contracts for the purchase of electricity from generators; analysis of generation and distributio 
- costs; application of tariffs and price regulation; economic appraisals and forecasting; preparon © 
revenue estimates and financial modelling. 


Your duties will include monitoring economic developments and assessing their implications. for 8 
are Wales Electricity’s energy trading activities. You will also be required to develop economic/st 

- | forecasting models using computer facilities and undertake other associated duties within the Energ 
i Trading Department. s 
You will need to be enthusiastic and self-motivated, with a keen interest in economic analysis and't 


application of quantitative methods. You must also be able to work quickly and accurately to tight 
deadlines. 


If you have the qualifications, personal qualities and practical ability to successfully meet the 
demands of this position, call into or telephone any South Wales Electricity Office for an 
application form which should be completed and forwarded to the Personnel Manager, South 
hela ovaries St Mellons, Cardiff CF3 9XW by Monday 7 August 1989, marking the envelope 
*SV68/89/Econ" 





| pene contact or write te to: ‘De M. G. 



























WE ARE AN EQUAL OPPORTUNITY EMPLOYER 








MONEY 



























| Sarah Hodge Recruitment Consultants 
Need a Top Secretary? 


Call (01)434-0030 
215-217 Sinis St London W1R 1AH. 


a wanted for risky hitech opportunity. 
US$200,000. Chances of success slim. If | 

| successful, substantial retums and worldwide 

1 reputation. Nicholas Lendon, 26a Astwood 

f Mews, London SW7 4DE. Tel: 01-370 3563. 










Lalest Special Report No 2002 AUCTI ETT EE 

























Tap bald S AR HOUSE HOTEL 

5 eplacement ar Parts: 37 Hornton Street, Kensington, 

| em | th | 
1989 Edition Beer 6353 | 
This is an update of the award _ ] fe kar PRU dae er m | 
winning 1988 report on the UK inclusive of VAT and English Breakfast. | 
aftermarket, It examines demand — | in London's prime residential and shop- 


trends for each of the major “Court, Ean a | 
] components with an analysis of n facilities. 

4 market shares and forecasts of 
sales to 1993. Fundamental 
changes have taken place in 
distribution. How has this affected 
the major players? 

Price including postage: UK & Europe £265; 
North America US$525; Rest of World £268. 


The Economist Intelligence Unit 


Marketing Dept (EDXLA) — 218 Park Avenue ad 
40 Duke Street New York, NY 1000 

P London WIA TDW, UK USA 

Tei: 01-493 5711 Tat: (2121 460 0608 


| A division of Business International. = 


OFFSHORE 
COMPANIES 


| BRITISH VIRGIN 
ISLANDS 





EXECUTIVE HOTEL 
57 PONT STREET | 
KNIGHTSBRIDGE . 

LONDON SW1X 0BD 
Tel: 01-581 2424 


Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 






















Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


Elegance, privacy and exceptional 

value in one of the world's most | 

fashionable neighbourhoods. | 

Buffet style English breakfast | 

included. | 
A a FA VE HOTEL 





aaa AATA 


VISITING 5 
LONDON? 


Forget hotels | 
Self catering apartments, fully | 
serviced, T.V., telephone, telex, 
| fax, short or r long | 







SERVICES AVAILABLE 












FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 


COLIN FOSTER pene) service 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. tel: 01-835 1144 


TOWER STREET fax: 01-373 9693 
SERVICED 
APARTMENTS LTD 


26/27, immo. HN 









e P ER Teatro rear rrr der rrr i 


MUSA). 


FAX 0624 815548 


— eh ann eH An ntfsd WAL BI nanan ERE 


IS - T = z PTABLE TO PHON 












l-induding all utilities. First and last 













AUTHORS WANTED 
BY NY PUBLISHER 


| Leading subsidy book publisher seeks. | 
t manuscripts of all types, fiction, none | 


fiction, poetry, juvenile, scholarly and 
religious works, etc. New authors. wel- 
corned. Send for free booklet, 


592, Van Press, 516 W, 34th 
Street, New York NY 10901 USA 


WILLETT HOTEL 
32 Sioane Gardens 
London SW1W 8DJ 

Tei: 01-824 8415 
Fax: 01-824 8415 
Telex: 926878... -. 


| breakfast inclusive of very modest tates. 
ALINBAR EXCLUSIVE HOTEL — 


LONDON 
| South Kensington 
| Luxury fully furnished one and two bed | 


| flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 


video security and colour TV. Weekly | 


| rates from £266 to £560 plus VAT. 


i FULL DETAILS: TEL 01-225 0184, FAX 
ôt- 225 0280. TELEX 239995; 
























| Fully furnished iwe birom apart- 
| ment. Overlooking marina and Lake 
| Ontario, 30 minutes downtown Toron- 
| to. Kitchen, living/dining room, two | 
| bathrooms, two-car parking, three 
| walkouts to terrace. Video security. 
One or Two Year lease. C$2,500 month 






















i SA rent belive dA no pets. 


ct: Mr & Mrs D. Bucher. 
| fett (416) 639-3373 or d 637-7717. 



























The "n 
Centre 
London. 



























* Executive Offices 
* Conferences 

* Business Bureau 
* Club Restaurant 


Trafalgar Square 01-872 5959 


* London * Stockholm * Copenhagen * 





| Smali character town house off Sloane |. 
Square. All modern facilities. Full English 


ONTARIO 


2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtairi them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece 















BUSINESS ADVICE, "— manage- 
ment, start ups, acquisitions; products 
found, send full details. Write to Box 
22-3788 Publicitas, 1002 Lausanne, 
Switzerland. 





SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
iin Den, Bradford BD1 1BR. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460. Town 
of Mt Royal, Quebec, Canad P 
det. 





'PANAMANI AN CORPORATIONS pro- 
vide complete confidentiality and zero 
tax liability. We offer company formation 
services ón a ans reliable and competi- 
tive basis. H. 1. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779) Fax: 
234930. 





THE BEST HOLIDAY YOU EVER 
HAD: inexpensive, enjoyable, memo- 
rable? Here's a better one. 10 days to 
Zakopane in. Poland's beautiful Tatra 
mountains. Vacancies on July 31 and 
August 14. £119 including half board. 
17 days £169. Telephone Summa, 
Days 021-711 3328 (24 hours). 








Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before 

ing any money, uma an 
pense or entering into a. binding 
commitment in. relation to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to any 
person for loss or damage incurred 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 


















IE A PROSPECTIVE 


GERMAN CUSTOMER AT HOME ON A MATTER OF 





BUS SINESS? 


ge = 


gue’ 













The Economist Guide to Germany is aime 
frequent travellers. It provides a wealth‘of informa tion bo 
in Germany as well as incisive briefings on the economy, poli 
and German society. zur 


Price: £1395 UK; £17.50 Rest of World. 


For more information or to order The Economist Guides, 

Economist Shop at 23a St James's Street, London SWIA tH 
Osborne at The Economist Publications Limited, 40 Duke Street, London WIA 1DW.- 
T el: 01-499 2278; Facsimile: 01-498 9767. 


lease call inon The. 
or contact Joanne |^ 











































OUTPUT, DEMAND AND JOBS Japanese shoppers stayed at home in April following the imposition 
of a 396 consumption tax. After surging in March, Japan's retail sales slumped in April to give a 12- 
month decline of 4.896. Switzerland's retail sales fell by 3.896 in the same period. In May the 12- 
month rate of growth in industrial production slowed in France to 4.796 (down from 7.696 in April), 
to 4.8% in Holland (down from 9.7%), and to 4.1% in Spain (down from 8.4%). In the year to April 
Italy's industrial production grew by 2.8%. 




























































































* change at annual rate | 
industrial production GNP/GDP retail sales [volume] unemployment * rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australia — — 16 +73 w +65 +540 104 +310 60 J^ 74 
| Belgium +47 +47 ww fa na + 63 — 04 dect 9.3 u* — 103 
Canada +14 +23 x +38 +39 a1 — 23 + 16 My 7.8 wun 7.5 
france + 28 +47 my +48 + 3.2 01 — 44 + 4.1 dee 9.9 may 10.14 
W.Germany — 12 + 26 my +120 + 42 a1 — 59 nil May 79 a 8 
Holland +37 +48 wy +78 +29% — 48  — 02 ret $61 myt 66 
italy +27 +28 a +61 + 39 a3 +116 +47 04 165 wn 160 — 
Japan +66 +93 my +30 4480 +33.2 — 48 m 24 wy 25 
Span + 55+ 41 wy na na ~92 97 wei 17.7 un —— 198 
Sweden — 4t -—03 wy +70 + 29 o + 12 3.4 Apr 1.0 sun* 13 
weriand +277 +73 o +22 +290 + 95 ~ 3.8 At 0.5 Jum” 0.7 
— 18. — 13. my +14 + 14 0 +38 + 27 dn 6.3 Jun 8.1 
USA +18 +34 m +44 + 3.1 a1 ~AT + 01 Mw 53 m 54 


iValue index deflated by CPI.* " New series 





June—a real pay cut of 1.396 after allowing for inflation. In June France's 12-month rate of 
consumer-price inflation fell to 3.6%, while Belgium's inflation rate was unchanged at 3.0%. The 
| 12-month rate of growth of Italian wholesale prices increased to 7.0% in the year to May. In the 

‘same 12 months the wages of Italian workers increased by 5.896—a real pay cut of 0.9%. 













































Se change at annual rate 
consumer prices" wholesale prices* - wages/earningst 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia + 3.9 + 6.8 Feb + 85 + 63 ap cr Gb + 68 Fe 
Belgium - + 42 + 3.0 sn + 98 + 7.8 we nil + 5.4 o" 
Canada +74 + 54 im +24 +28 My č +62 + 4,7 dp —— 
France t 50 * 36 wo + B8 + 85 0 + 36 + 34 get 
W. Germany +38 + 3.1 +29 + 29 imn — + 76 + 3.7 My | 
Holland + 34 $ TE Jun + 52 + 4.7 My ss + 1.1 May 

h + 69 + 69 Jun. +10.8 + 7.0 My +65 +58 w^ 

+ 66 + 2.9 May +112 + 3.7 an + 4,7 + 5.4 May 

+ 42 + 7.1 Jun + 4.8 + 46 May + 8.2 + 7,0 dee DEF 

+74 + 6.6 en +12.6 + 95 Aw * 41 t 3.9 aw" 

t 39 + 3.0 m + 6.1 + 46 x Žž +45.7 + 3.6 m’ 

+12.0 + B3 4e + 48 49) + 53 + O93 May 

+ 8.7 + §.2 Jun + 52 + 59 sm + 41 + O38 «tt 











4Houry rd tates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK , Monthly earnings: for ali employees. " * New series. 








AL Since Portugal joined the EEC 
in January 1986, its cop growth has aver- 
aged a robust 4. 4%, well ahead of the OECD 
average of 3 Ab. P ASi has fallen 





Lu püshed t the adorna « current account nn 

‘into the red. Consumer-price inflation fell 
. Sharply for two years in the mid-1980s, but is 
| forecast to rise to 10196 this year before 

-gasing again in 1990. The Portuguese gov- 
ernment has tightened its monetary policy 
since late last year. Its main priority now, say 
the oECD's forecasters, should be to trim 
more from public-sector borrowing. This has 
already been cut from 22% of Gop in 1984 to 
10% last year. 


CONOMIST JULY 29 1989 


ICES AND WAGES American wages continue to accelerate, rising by 3.8% in the 12 months to 


Footnotes applicable to ail tables. All figures seasonally adjusted except * not seas. adj. T Áverage of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 


COMMODITY PRICE INDEX 

Australia’s 1989-90 wool 
season has got off to a poor 
start. The Australian Wool Corporation (AWC) 
had to buy in 40% of the wool on-offer on the . 
first day. Demand is slack at present: 
European mills are starting their holida 
China is out of the market and Japan i 
already well stocked. The awc’s floor pr 
which has never been lowered since it wa: 
introduced 15 years ago, has been kept. 
870 cents a kilogram this season. If demand 
stays weak, the awc will have to do plenty of 
buying. Prices have already slipped to 890 
Australian cents a kilo-—3096 below the 
peak in April 1988. Thanks to last season's 
high prices, though, the awe has plenty of 
cash in hand. 



























Jui18 — Jul25t — one — one 































Dollar index 











All items 134.3 133.5 15 
Food 1065 1038  — EE EDT 
Industrials mE 

All 162.0 163.0 + 0.2 -1 o 















































Nfa t+ 140.9 — M05 +28 — 51. 

Metals 1770 — 1789. + 10 “14.0. 
Sterling index he MEL. 
Al items — 1058 1052 88 ^" 6! 
Food 83.9 818 Att — 78. 
industrials 

All 127.7 128.5 ~ 3.6 -— 63 
Mati 110 — 1107 — — 12. -ni 
. Metals 139.5 — 1410 | 4.7 — 94 
SDR index | 
Ali items 108.2 1067  — 44 -— 90. 
Food 858 830  —91 98 
Industrials | 

All 1304 1303 12 85. 
__Nagdt 1134. 1124 pa 30 — 2 4 
, Metals 142.5 1430  — 25 -—115 
Gold 
$peroz — 37128 937175 — 11 —188 
Crude oil North Sea Brent | zx 
$ per barrel — 1802 — 1750 — 36 +136 


t Provisional $4 Non-food agriculturals 
























| WORLD BOURSES Tokyo shrugged off hes esed B dicio defeat of Japan' S ilg fry and the 
impending resignation of its prime minister, and soared 3.6% to a record high. Wall Street rose 





rate pro- 
vides a measure of producers’ international | 1.5% before faltering; London, hit by profit-taking and worried about trade figures, fell 0.2%. 


bountry' s real effective. exchang 





competitiveness. It is calculated by adjusting | Stock price indices - % Change on 
the nominal trade-weighted exchange rate Jui 25 EM NM DERE one —— one record 31/12/88 
for differences in inflation at home and high low week year high in local ing 


abroad. A rise in the index implies a loss of Australia ^ 16065 16076 ^ 14128 ^4 27 ^ — Q8  -—303 4 80 ^ — 80 





















































competitiveness, In the 1970s and early Belgium 6070.0 61584 55193  —— 02 4 240  -— 14 +91 424 
1980s semi-fixed exchange rates and high | Ganada 38998 — 39014 33505 +12 +162 -52 4150 4156 
inflation caused many Latin American cur- | France ^ 4955 4967 4178 4 14  * 411  -— 02 X18 2. 4124 
rencies to become grossly overvalued. Butin | W.Germany ^ 19039 19067 15957 +24 3 287  -165 3153 180) 
the past five years most countries have tried | Holland ^ 1996 ^ ^ 1997 ^ ^ 1667 ^ * 14 ^ 3 237 — 02 +24 4128 — 
to keep currencies competitive-—tricky, with | Hongkong ^ 25170 ^ 33096 ^ 209836 +05 = 52 - 363 ^ 183  »-—683 |. 
four-figure inflation rates. Peru, where infla- | "ay — — — 16640 — 16834 — à 5775 ^ -— 27 — * 267 — -269 — 4126 — * 77 — 
ton ia running at an annus fate of 5,5056, | Pm . 959 0099 Ju . t38 $05 MW TS 94 a 
fas seen Hs real exchange rate rise by | 2eSeore — T9 Jala 10907 f Or tat 99. +320 — 3910 — 
aimant 10086: since oaiiy | South Africa 2676.0 2680.0 1961.0 * 07 +560 -01 +3869 42874. 
almost 100% since early 1988. And, even | Spain 302.3 316.9 268.6 nl — * 4i — — 21 — 4102 + 48 

lough Brazil devalues its currency daily, the | Sweden 4404.3 4404.3 323329 +08 - 452 nl 279 4210 
new cruzado has still appreciated by almost | switzerland 7632 7666 6191 4 08 * 408  -— 04 3264 41164 
3096 in the past two years. UK — 22694 22925 47828 - 02 +235 — — 71 +266 +138 

| | mM o Ne UNA nds. is CCME Ce M e 

verted at financial rate 





MONEY AND INTEREST RATES In Britain the 12-month growth of narrow money, mo, slowed to 
5.5% in June; the growth of broad money, m4, rose to 18.6%. Yields on long-term government 
bonds rose slightly in America, to 8.296, but eased in Japan to 5.196. 





Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 





Narrow Broad Overnight 3 months Prime Deposits — Gov't Corporate Deposits Bonds 

[M1] lending 3months — long-term 3 months - 
Australia +101 — 4246 wy 1750 1809 1975 1785 1325 1425 1775 1437 
Belgium — — 17 +39 4 838 850 1075 6.15 845 8401 844 B54 
Canada — 50 — 107 x — 1238 1220 ^ ^ 13.:50 1215 951 1031. 1194 976 
France + 66 +76 mm 932 9.00 9.60 918 — 854 893 9.06 918 
W. Germany + 59 + 53 my 695 7.00 850 637 690 690 713 868i 
Holland — * 39 +125 a — 691 73 ^ 975 743 70 751 688 705 
italy — — - 78 + 84 o — 1250 1288 1400 na 1165 — 1164 — 1213 1087 
Japan +64 +94 w 513 479 488 — 204 S44 622 538 525 
Spain — 177 — 128 x» — 1541 1587 1625 ^ 775 1327 1446 1450 na 
Sweden — na +74 a 1185 1197 ^ 1250 1187 1128 1191 1163 1136. 
Switzerland — 73 + 57 aw — 7.19 706 650 686 516 566 7.19 549 
UK — — t 55H -186tt 1350 1394 1500 1391 9.60 — 1133 13.92 1088 
USA — —07 = + 4.2 sm 906 867 1100 875 8.15 —— 804 894 8.63 


M Pr HIE RARER AA RELA iP Arb Lr ro NUE HAREM erat aet t fea ierit le ret oos itm retire nhe a SENA AR nia mami ipee m Nenad PAD ai ARM a a ner Aa Ret dre ir 


Other key rates in London 3-mth Treasury Bills 13.396, 7-day interbank 13.9%, clearing banks’ 7-day notice 4.0%. Eurod- “> 
rates (Libor): 3 mths 8.996, 6 mths 8.796. 


qat MM MEME MMC RM d rert aN e er D MU M EF P OPP———————M 


$M1 « except UK MO; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, UK M4. Definitions of interest rates quoted available on ret... 
urces: Banco Bibeo Vizca S6 = Manhattan, Banque de Commerce (Belgium), ensued as fe Credit Lyonnais Bank Nederland, ai Handelsbanken, 
offers by these banks. +eNew series 










TRADE, EXCHANGE RATES AND RESERVES | New PPR show no improvement in Britain's balance-of-payments position. ts visible-trade deficit 
. rose slightly in June, to $2.9 billion, taking its 12-month deficit to $40.8 billion. Britain's current-account deficit also increased slightly, to $31.9 billion 
in the year to June. In the same month Sweden's visible-trade surplus increased to $554m, but its 12-month surplus slipped to $4.1 billion. The dollar 
and D-mark were unchanged during the week in trade-weighted terms, while the yen eased 0.7%. 


















trade balancet current- trade- woightod#4 currency units per $ | currency units foreign reservat t 
$bn account exchange rate bn. 
latest latest 12 balance $bn 
month — months — — latest 12 mths latest — yearago — latest year ago per£ — perSDR peretu — — May year ago 
Australia ~ 0.99 a — 29  ~ 139 » na na 133 — 124 216 — 1689 1.46 1222 O 121 





1062 1060 397 989 _ 645 — 503 434 101" 90 















1038 1008 / 119 EAN 199 ^ 151 430 — 148 125 
996 1002 649 8627 105 816 ^ 703 257" 312 
113.3 1128 —  — 189 — 186  — 308 240 207 553 713 
1105 1101 2.14 -210 348. 272 284 . 153 158 


96.8 





- 782 










tAustralia, France, Canada, pes UK and USA imports fob, exports iob. All others cit/tob. t Bank of England | index 1985 = 100 New series. tt Excluding gold. "Ap A S MF LANE 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in. Singapore by Times Printers Pio. ud. 

















he General Meeting of Banco di 
— 4 Napoli, held on 28^ April 1989 
~~ under the chairmanship of Professor 
< luigi Coccioli, approved the Group's 
1988 accounts, which have been certi- 
fi ed by Price Waterhouse. 

-otal assets came to Lit 74.946 bil. 
an increase of 8.1% over the 1987 
| figure: loans and advances amounted to 
Lit. 50271 billion, a rise of 9.1%. There 
was a substantial increase of 22% in for 
eign currency lending and one of 15.7% 
in loans granted by the special credit 
sections. On the liabilities side, deposits 
and borrowed funds increased by 5.9% 
to Lit. 62,620 billion. 

The gross profit, net of the additional 
specific allocation to the staff pension 
fund, amounted to Lit. 465 billion in 
1988; compared to Lit. 433 billion in 
::: 1987, an increase of 7.4%. 

The additional specific allocation to 
the staff pension fund, over and above 
the cost of the normal banking system 
scheme amounted to Lit. 206 billion in 
1988, compared to Lit. 184 billion in 
‘007 Tf the above allocation is disre- 

. led, the gross profit of Banco di Na- 
poli was Lit. 671 billion in 1988 and Lit 
617 billion in 1987. 

The net profit for the year worked out 
at Lit. 74 billion, an increase of 19.3% 
over 1987; this result enables the 
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Banco di Nopol Pers forward | info Europe, but it remains foit 


3s 
still 


Bank to pay holders of savings 
shares a dividend of 14%, the same as 
the previous year. 

A new branch has been opened in 
Paris to complement the existing for- 
eign branches in New York, London. 
Frankfurt, Buenos Aires and Hong Kong. 

The Group s Luxembourg subsidiary, 
Banco di Napoli International, has con- 
firmed its high intemational standing. 
In 1988 Banco di Napoli further ex 
panded its range of financial and bani 
ing products by establishing specialized 
companies (Brokerban for insurance 
brokering and Sviluppo di Nuove Inizia. 
tive forthe production of equipment for 
the energy and environmental sectors ). 

In the first half of 1989 another new 
company - Reviban - was set up for or- 
ganizational and financial auditing. 

Banco di Napoli s structure as a multi- 
functional group was rationalized by 
establishing BN Holding as the parent 
company for the Group s subsidiaries in 
the financial services field. 

These new companies join BN Leas- 
ing, BN Factoring, Sofiban.Finban, Ges: 


tiban, Finrete, Effepi and Promart, all of 


which operate in the financial services 


sector, and Innovare (promotion of 


technical innovation) and Datitalia Pro- 
cessing (data processing), which pro: 
vide commercial services. 


i.f 


tntul to its 


| n the South of italy, where its 400 branches, providing the mos! 
sophisticated services in real time, offer its customers the best of guarantees. 


A ithe 100 branches in the North and a strong presence abroad further 
enhance the prestige of the Banco di Napoli Group and vouch for its efficiency. 













Highlights of the 1 


annual accounts 


1984 1985 1986 1987. 












in billions of Lire 1902. 1983 


BALANCE SHEET 










Total assets 26,868 35,93) 43212 50,575 60,430 69, 39 7 4, 
Loans ond advances 14211 19952 26022 33606 4106 
21,743 3003: 3640! 44124 51785 5 ima 




















Deposits & borrowed tun 





Various provisions 918 


r.i bos i A (4 
‘of which: funds earmarked for 
the stoffi 


| 480 — 614 887 1288 1672 1935 ; 


Capita! and reserves 55. 6&4 2602 62 112 70 412€ 




















PROFT AND LOSS ACCOUNT E 
Gross income 951 118! 1406 1,593 1921 1856. 
Operating profi 284 305 458 516 55 50b 
Gross profit 244 358 X8 08 270 
Additional allocation | 

to staff pension fund oj 89 10128 (79 19 (8 
















Other allocations (183) 092 367 (412) 





Net profit 7 8 13 y 5 








450" ANNIVERSARY 1539-1989 


Head Office: Naples 80132 - Via Toledo 177 - 178 
494 branches in haly : 
Foreign branches in New York, Frankfurt, Buenos Aires, London HongKong and Pr 3 
Subsidiary: Banco di Napoli international, alsa | | 









AIRBUS MAKES ENGINESRIN 
WORK FOR FINANCIA 





The goal behind the. 
all Airbus aircraft is an- 


return on investment for airlines. 


This 
durability 


seat-mile costs to a minimum. os 


This is achieved by the 4 
of advanced, immensely : -stron 
lightweight materials; new syster 
such as “fly-by-computer’ whi 
save weight im 
maintenance; and the application 
advanced aerodynamics to impr 
fuel efficiency. | « 

The freight holds have b 
designed for use with 
cargo containers and groun 
equipment that speed turnarour 
and handling. Most important, 
the search for maximum efficienc 
the Airbus famiy of aircraft 
designed with a high degree. 
commonality built-in to the en 
product range. 


The Airbus approach shov 
up most strongly in the bottom line. 


All these and many ot 
features offer airlines inc 
profitability and add up ioa: 
return on investment. 7 


© AIRBUS INDUSTRIE ] 
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TO IMPROVE OUR VIEW 
OF THE HARBOR, WE ADDED A 
LITTLE WATER. 


Pulsating water to be precise, 
in a relaxing outdoor jacuzzi 
situated on its own private 
terrace. Which makes it the 
only way to truly immerse 
yourself in Hong Kong. 


HONG KONG 


A REGENT © INTERNATIONAL HOTEL 





AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. FIJI. HONG KONG. KUALA LUMPUR. MELBOURNE. NEW YORK. SINGAPORE. SYDNEY. TAIPEI 


HONG KONG 3-7211211, TELEX 37134; SINGAPORE 737-3555; AUSTRALIA (008)022-800; JAPAN 0120-001500. 
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OW, a system 
that delivers 
information... 
right across- 


the board. 


Imagine an information system so intuitive and 
powerful that you could get the information you 
need right at your desk. Even if the data were 
stored on a remote host computer floors away. 
Now imagine that with a few keystrokes you 
could test your ideas against the data right on the 
spot, seeing new patterns of useful information, 
new opportunities and new courses of action. 




















IBM is making this potential a reality, with a 
technology called SAA (Systems Application 
Architecture). SAA enables a company to share 
information not only among applications, but 
among different IBM computer systems — and 
among people. Under SAA, every application use 
the same intuitive graphic interface, making it 
faster and easier to learn. Better yet, SAA 
applications automatically share information with 
each other. The information the sales department 
generates on a host computer can be instantly 
graphed by the CEO on his personal computer. 




















* qs IBM is offering SAA solutions now. Our new 
software product, OfficeVision,"" is an integrated 
suite of easy-to-use tools that work together on a 
variety of IBM computers, from the smallest to 
the largest. OfficeVision can help you see your 
data more clearly, organise it more meaningfully 
and communicate it more effectively. Right across 


the board. 








We're in the resul 
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The first steps you icusid take to start doing 
business in Australia. 


If you’re thinking of doing business 
in Australia, the Commonwealth Bank 
will be able to give youa knowledgeable 
introduction to Australia’s complex 
marketplace. 

Our network of over 1250 branches 


covers the whole of Australia and key you step into the Australian market, step 
financial centres of the world. into the Commonwealth Bank. 
Putting us in the best position to 


provide expert advice on investments, COMMONWEALTH BANK 
markets and opportunities. OF AUSTRALIA. 


All of which suggests that before Australia’s leading bank. 


Sydney (Head Office), Tel 61 (2)227 711. London, Tel 44(1)6000822. Frankfurt, Tel 49 (69) 290166. New York, Tel 1(212)848 9200. Chicago, 
Tel 1(312)876 1200. Los Angeles, Tel 1(213) 6894702. Tokyo, Tel 81(3) 213 7311. Singapore, Tel 65 (224) 3877. Hong Kong, Tel 852 5-221093. 
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56 BUSINESS THIS WEEK 


BUS INESS 
57 Dow's magícal matrix 
58 Transnational companies 
59 Economics focus: Business cycles 
60 Jacobs Suchard’s dreams of empire 
60 Drug company mergers 
61 Freeing AT&T | 
62 Hongkong cableTV —. 
62 Japan's overzealous fishing fleet 
63 Exporting American football - 


63 Exporting Russian airliners 
64 Selling batmobiles 


FINANCE 


65 Japan challenges the world's commodity markets | 


66 The FBI indicts Chicago's futures traders 
67 Market focus: High-yielding government bonds 


68 Tokyo's stockmarket and the rumour-mongers ..- 
E 


68 The ramping of Japan's NTT 
69 Britain's SIB gets tough on commissions 


69 Barclays de Zoete Wedd aims for the big time 


SCIENCE AND TECHNOLOGY 


71 The enemy with a thousand faces: Four pages on 


the scientific fight against cancer 


ECONOMIC AND FINANCIAL INDICATORS 

87 Output, jobs, prices, commodities, bourses, in- 
terest rates, trade, currencies, plus a closer look 
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Shedding blood 


| America would be right to : 


ate for the murder of Colonel 


| Higgins but should choose t à 


best weapons, page 13. 


rael seized a sheikh, how Bosh 
_ deliberated, Iran's dilemma 


Lebanon’s latest S cope. 


pages 3531. 


Á iiie of figs: after the 


| peace talks, page 23: 
| Dithering Japan - 


|- start turning, reluctant t to a 


younger man, page 2 ar 


Festi e Europe | 


The arts learn to live in the 
marketplace, page 19.. 


| Death dies hard l 
| While scientists try to gett 
grips with hydra-headed ca 
pages 71-74, remember tha 
mortality is a sorry goal for 
cine, page 17. | 


Hot commodities 
Tokyo gets ambitious about 
commodity trading, page 6 


| while its shares rise, as usual 


page 68. Chicago's touchables 









Revolution 


— Your os on revolution 
uly 8th) misses a vital. differ- 
ce between the American and 
ch revolutions. Essentially, 
is difference is chat the Ameri- 
never had to worry about 
rge IIl, whereas the ques- 


', survival were ones which 
French were forced to con- 
nt. Being an imperial terri- 
ry, the American colonies in 
only . needed 1 to remove 







































































mperial India, 


al consensus on 
counter-revolution. 


overnment, meeting no effec- 
ve opposition, but was then im- 


lem of how much of the ancien 
régime to destroy, and what to 
‘put in its place. This led to the 
real, if exaggerated, possibility of 
counter-revolution, which drove 


ti ni is what distinguishes the 
revolution of 1789 from the re- 
volt of 1776. 


tion, in the creative sense, was 

' Constitution, and while this 
olution was more successful, 
almost any measure, than its 
nch counterpart, it was by no 
ans faultless. As in India, 
against the foreigner even- 


ns of Louis XVI's role and, 


lise d, ‘it was iris amiatter- 
ti ie before. this would be ac- 
ished. There Wah. just as- 


j one issu and no possibility 


n 1789 France overthrew its 


nediately faced with the prob- 


France to. extremes. The neces France 


. The real American. revolu- 


tually became a civil war: and be- 
fore heaping too much praise on 
1776, it is as well to remember 


that the two great spates of revo- 


lutionary “justice” in France, in 


1794 and 1871, left less than 


50,000 dead, while the Ameri- 


can Civil War, caused directly by 


the Constitution's inadequacies, 
killed more than 600,000. This is 
not a “hiccup”. The conclusion 
can only be that all precedents 
show democratic revolution to 
be, while ultimately worthwhile, 
an unavoidably bloody business. 
Washington, DC A. RyRIE 


maa i t m 


SiR— You write that a quarter of 
a million French died in Napo- 
leon's wars. In a recent book, “le 
coüt de la Revolution francaise”, 

René Sedillot writes about the 
difficulty of estimating the num- 
bers. The minimum number of 
soldiers killed is 430,000, the 


maximum 3m. Recent research 


gives a figure of 1m. This ex- 


cludes the 400,000 killed in revo- 
lutionary wars and the vendée 
"episode". And of course their 
non-French counterparts. 
Puteaux, 

F. Dessau 





Israel 


Si&—The opposition of the ma- 


jority of Israelis to withdrawal 
("Shamir's dead end”, July 15th) 
is predicated on the fact that we 
are in a state of war with 20 Arab 
countries, whose war aims are 
the obliteration of our country 
and population. Until this state 


: sresvecseesseo dide qo A d dH) dra a a A AA a E A EE ELLET Be TAMEN re 













SUBSCRIPTION COUPON 
The Economist Newspaper Limited 


HSI 2 Jurong Port Road, Singapore 2261, Republic of Singapore 





eietecentncishricanahenrtensbeehtoes sesetesecenadirineRieiits 


H Five kCRR SER eee A. ba. Beane rerrerre rere BEAD TPXUCPAR PRA RASTER RR 


Asia/Pacific. 63*ba4R DEDEDE PEPAEPECCETARAA ARRA etek ea PR abe 


ee Registered Office 25 St James's Street SWIA 1HG 


H 
1 
$ 
H 
$944$)4so pese dq beDQéOSOeDOQddqqh HEISE GRKES SHER AHHSSRRSER PBEAEES OGRE 


viens pase -— 
4949 bak nh uH ATA TAEVER ETSÁVEOATAROAT«ASATEVV A g A$196 

€ peensetrtiseeenteerserseesseeses,. LJ d Y 28,000 

LRR ELETE PELLI LZEETEEEE Zara bEaXAETHEPTRATORIUAT t1 US$134 


Hd EE AE ae do HERMES d A Be A qd gd oe 


ast week in December and the first week in January) by The Economist 
fin mera Pte. Ltd., Times Jurong, 2 Jurong Port Road: Si 
epresentativo Onike, 2 sarong Pon 


of war is terminated convin 


to withdraw to indefensible 
boundaries. The fact that there 
is also some doctrinaire opposi- 
tion to withdrawal under any cir- 
cumstances is of little or no po- 
litical importance. 

Contrasting the 500 Palestin- 
ians killed in the course of vio- 
lent and dangerous attacks on 


soldiers, and 40 Israelis almost 
all of whom were murdered (is 
this semantic distinction still: 


comprehensible?) while peace- 
fully going about their busi- 
nesses, is provocative. It would 


have been desirable also to men- : 
tion the more than 40 Palestin- 
ians murdered under PLO lynch: 
law for “ co-operating with the Is- 


raeli authorities”. 

‘Suggesting that Israel may re- 
sort to a Tiananmen is wholly 
unjustified. The one party to this 
dispute who has expressed his 
admiration of the Chinese ac- 
tion is Yasser Arafat, whose lack 
of role in the "peace plan" you 
regard as such a defect. 

Your statement that the “one 
policy" of a Likud-only govern- 
ment would be to crush the 
intifada and stay in the occupied 
territories for ever is wrong. You 
are confusing a negotiating posi- 
tion with a policy. It was a Likud- 


only government which, once 


convinced of the sincerity of the 
Egyptians in their desire for 
peace, signed an agreement 
which returned the whole of oc- 
cupied Sinai. 

It is the PLO that has only one 
policy, which is embodied in its 
covenant, and consists of the 
dismantling of the state of Israel 
by armed struggle. Until this 
document is amended, the obiter 
dicta of Mr Arafat, delivered to 
the world press under the dicta- 
tion of the American State De- 
partment, will not be taken seri- 
ously by anyone in Israel who 
has a position of responsibility. 
Jerusalem Davib WOLFERS 


E 


Sin—It takes chutzpah to call Is- 
rael in its post-1967 borders 
"Oreater Israel" (July 8th). How 
great is this “Greater Israel"? 
Arabs, in the 21 countries of 


the Arab League, have 450 times | 


as much land as the single Jewish 
state in its current borders. 


When Morocco, a huge Arab 
country, grabs much of Western — 
Sahara, an area far larger than Is- ports, wt il e Britain takes 22.4% 
| of them. | DT T 
ever speaks of "Greater Mo- | Third 


rael's occupied territories, who 


rocco’? Israel, unlike Moroc 





ingly, we do not think it sensible — sion laune 


as the. 






: by her enemies in 





1967. |. 
Toronto — 
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Gentle ire 


SIR— "The difficulty of getting 
from here to there has always 
been a puzzle, and not just for 
Irishmen” (July 8th). 

"It is logical, Which is why it is 
so surprising: Ireland is usually 
superior to logic" (July 15th). 

I confess, I am. puzzled, but 
then, I'm an Irishman. What ba- 
there for such petty com- 

dis passionate, conser- 





; vative British newspaper such as 


economist? | 
I should have Bon "You 
also describe (July 8th) that ] 
known Irishman Edmund Bv... 
"father of British 
Conservatism." PET 
our comr ien sare krak 
Ore e amples. of that 








| peculiarly British trait, beloved 


of us. foreigners—the capacity 
for obscure, i ironic, self-mockery. 

Continue my subscription. 
Nashville, 


Tennessee GARRET FITZGERALD 





Japanese aid ; 


SIR— Your article on “Japan and 
the third world" (June 17th) 
contains some unfortunate 
misunderstandings. 

First, you imply that Japan still 
uses its aid for export promo- 
tion. There may have been some 
truth in this, perhaps up unril 
the 1970s. But the fact is that — — 
day, after much effort, about 
80% of government loan com- 
mitments are untied. The con- 
tracts awarded to Japanese com- 
panies fell below 30% of the 
total of untied loans last year. In 
addition, about 40% of materials 
and equipment used in Japan’s 
grant-financed projects are pro- 
cured in the recipient countries. 

Second, you refer to the "furi- 
ous attacks of environmentalists 
all over the world on [Japan’s] 
readiness to finance a road slic- 
ing through the Amazon rain 
forest.” This has no basis in fact, 


as has been emphasised repeat- 
‘edly in public. Japan’s timber im- 


ports from the Amazon region 
are minimal. Japan receives only 
1.3% of Brazil’s total timber ex- 


























| a ult of the expansion of its agricultural and economic activities 
1 the public and private sector, Minster now requires additional: 


AGRICULTURAL ECONOMISTS 


nese are senior permanent staff positions for which a higher degree 
“and a minimum of eight years’ overseas experience is required. 


The posts will be UK-based but will involve substantial overseas 
consultancy work, demanding drive and enthusiasm to match high 
technical competence. 


ful applicants will have a relevant background and we would 
like to meet French speaking economists and/or those with 
experience in South East Asia. _ 
~The chosen candidates will receive Loingetitive salary and benefits 
Sa packages appropriate to these important positions. 
:. Application to Dr A. C. Hughes, Director of Economic Services, Minster 
Agriculture Limited, 13 Upper High Street, Thame, Oxon OX9 3HL. 
| | Minster- would also like to hear from experienced consultants with 
,.., Overseas experience in the following disciplines: 
ae: Procurement, fi nancial control, co-operatives, policy, train- 
- ing, management information systems, marketing and credit. 
Possibilities. exist for both: long term (TA) and short term positions. 
- individuals should have experience with ADPs, IRDPs, Development 
Finance Institutions, Ministeries, Parastatala or other relevant public 
sector institutions. 


.. Applications should include a full CV and references (preferably with 
"telephone number) and an indication of current availability. 















THE TURING INSTITUTE 
GLASGOW 


is looking for an 


EXECUTIVE DIRECTOR 


The Turing institute undertakes research at the leading edge of 
applied Artificial Intelligence and lives by transferring these technol- 
ogies to a worldwide range of customers, many of whom are blue chip 
technological companies in Europe and the USA. 


The Executive Director (as Chief Executive) reports to the Board of the 
institute. He/she will be responsible for leading and motivating the 

| staff of the institute in such a way as to attract and retain the best and 
most. vigorous brains, to expand the marketing of the Institute's skills 
to a wider range of customers and to manage the affairs of the 
institute to ensure a stable and expanding flow of income to extend 
the research base. 


i The successful applicant is likely to: — 

. be familiar with the management of modern technology al- 
' though not necessarily expert in Artificial Intelligence 

2 * have marketing experience 

€ be financially literate 

Ad have successfully managed an enterprise or self-standing 

«department 


h isi is a particularly attractive job for a person able to bring together 
the worlds of research and business. 


The Board is free to construct an appropriate remuneration package. 
The applicant must be able to provide first class references and 
evidence of achievement. 

Applications in writing to: 























| sata ae G1 2AD. 














BN S NES * 
The General Manager, The Turing institute, i l | Yl I | 
George House, 36 North Hanover Street, muy 
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International Economic and Management Consultin 
firm seeks several bright, young micro-economists to 
join our London office as Associates. Challenging wor 
on the leading edge of business and regulatory strat 
gy, economics and finance, public policy, and litigati 
Advanced degree required. EC nationals aged 25- 
years with consulting experience preferred. idea 
with one to three years' experience in energy, tra 
port, telecommunications, utilities, project finance, o 
related fields. 


Please send a résumé including nationality and salary 
history to Putnam, Hayes & Bartlett Limited, Lans 
downe House, Berkeley Square, London W1X 5DH. 
Attention: SLB. n 


PUTNAM, HAYES & BARTLETT LIMITED 


ECONOMIC AND MANAGEMENT COUNSEL 


























London 
New York 
Cambridge, Massachusetts 






Washington San Francisco 












Special Adviser inp D2, 
Technical Assistance Group 


Applications are invited for the post of Special Adviser (Economic) in the T 
Assistance Group (TAG) of the Commonwealth Fund for Technical Co-oj 


(CFIC). 


TAG is the in-house consultancy arm of the CFTC comprising economists, 
and systems analysts. The economic work of the Group consists 
assignments on investment issues relating to the fiscal 
necessary for the development of natural resources and negotiations with o | 

companies and on macro-economic policy and debt management. si 


The Special Adviser will be required to provide macro-economic policy. advi 
member governments and to participate fully in the Division's progra 
advisory services on external debt management. The latter requires the re iew 
loan portfolio of countries, the formulation of a borrowing olicy and st 
proposi for refinancing and EEUU of external debe Adviser will: 
required to assist in formulating policy for the promotion of investme 
establishment of appropriate institutional arrangements. 


Applicants should be Commonwealth citizens and have a good honours. 
economics and preferably: poat catia dq alifications. They should have held s 
positions in government or central banks and have at least five ue [WE 
experience in developing countries. Experience of capital itii 
with international financial institutions will be an asset. Candidates should b bea 
analyse complex economic policy issues and to present advice in a practical mi 
with clarity and sensitivity in the political context in which such advice is 

Offered. They should be ready to work in a team and be prepared to 
extensively. 


The appointment is initially for two to three years. Salary range of £28 5128334 
(gross) per annum, plus for a British appointee 124 percent salary and for 
overseas appointee expatriation and other allowances. Job description and furt 
details are available on request. Please send detailed cv quoting Ref ON 33/89 : 
names and addresses of three referees by 30 September 1989 to: 


The Chief Personnel Officer, Commonwealth Secretariat, Mar 
House, Pall Mali, London SW1Y SHX, Telephone 01-839 3411, ext 8134/8159. : 


An Equal Opportunity Employer 
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an 1977." 
umber of staff has decreased 
from 985 in 1978 to 974 in 1987. 
But the agency has two different 
staff groups. The number of 
iose dealing with. immigration 
dropped from 364 in 1978 to 
07 in 1987, but those who han- 
e technical co-operation in- 
eased from 621 to 867 in the 


. Tazo WATANABE 

"T . Ministry of 

YO Foreign Affairs 
e work ethnic 


The real message of Spike 
film “Do the Right Thing" 


ess will surely follow no matter 

ich race one belongs to. The 
m is a severe indictment of 
cks: not only do they not 
ork, but when they rebel they 
direct their frustration at the 
wrong target. 

Mr Lee does not side with 
Malcolm X. The riot is shown to 
be counter-productive. The di- 
rector is affectionate to the 





work. If black audiences see the 
film. as an incitement to riot, 
then they miss this simple mes- 
sage, just as you have done. 

Norwich ANDREA CASALOTTI 





Fannie myths 


R— Hey Mac, spare a dollar?" 
une 17th) takes a misleading 
ew of the American secondary 
tgage-market agencies. To 
gest that Fannie Mae and 
ddie Mac enjoy "ultra-low 
ipital requirements" that leave 
je taxpayer exposed to escalat- 
ig credit risk is nonsense. 
'annie Mae has very different 
usiness risks from deposit-tak- 
institutions. Most of the as- 
ts we own or guarantee are 
me mortgages. We have no 
rd-world debt, do not finance 
idmill farms, and do not own 
:see-through office buildings. 
fact, we do not engage in any 
the riskier types of lending 
iat have brought so many of 
‘nation’s thrift institutions to 
"knees. 





annie Mae enjoys an unfair ad- 
antage over banks and thrifts 
ause it is exempt from their 
ed ir ment. to pay federal de- 








seney " "had fewer staff in 1987- 
It is true that the | 


5th) is that in racist Amer- 
f one puts in the hours, suc- 


. neighbourhood's characters but. 
urges them to get a job and | 


London 


"Your writer suggests that 


posit-insurance premiums. This 
confuses the facts. Bank and 
_ thrift deposit insurance is said by 


Congress to have the full faith 
and credit of the United States. 
Fannie Mae is prohibited from 
accepting deposits and instead, 
like most large corporations, 
borrows its funds in the global 
capital markets. The federal gov- 
ernment does not guarantee any 
of this debt, a fact that must by 
law be disclosed on every Fannie 
Mae security. Fannie Mae does 
enjoy government sponsorship, 
and we pay for that sponsorship 
in the form of business restric- 


tions that are much narrower 


than those imposed on any 
other American firm. 

Today, Fannie Mae's balance 
sheet is stronger than ever. That 
balance sheet can withstand se- 
vere economic swings without 
posing any threat to the compa- 


ny's shareholders, much less to 


taxpayers. And millions of 
American families have been 
able to benefit from available 
and affordable housing credit. 
BRUCE MCMILLEN 


Washington, DC Fannie Mae 





Europower 


| Sin—You say that European 


commissioners, such as Sir Leon 
Brittan, can.use Article 90 of the 
Treaty of Rome to bypass the 
Council of Ministers and the Eu- 
ropean Parliament (July 22nd). 
They should remember that if 
use becomes abuse, the parlia- 
ment has the power to sack the 
entire commission. 
RICHARD UNDERHILL 





Modern Greece 


SiR—Your leader on Greece 
(July Ist) misses the point. To 
“sacrifice catharsis for the clarity 


-of a quick election", as you sug- 


gest, implicitly condones the 


practices of the last vears, in ad- 


dition to, yet again, sidestepping 
institutions and due process. 
Instead, recent events point to 
a more promising way out. The 
formation of the coalition gov- 
ernment shows that Greek poli- 
ticians are still capable of rising 
to the occasion, and in the pro- 
cess surprising us all. In one fell 
swoop, they have achieved three 
things shown that Greek de- 
mocracy is mature enough to be 
able to deal with a very unstable 
political situation, dispelled the 
inevitability of the party leader 


as political messiah; and estab- 


lished the principle that, on cer- 


tain issues, a consensus can be. 


found that cuts across party or 
ideological lines. 

The new government has a 
simple mandate: to start the pro- 


cess of "catharsis" by setting in - 


motion the legislative procedure 
and to democratise the state ap- 
paratus and the public institu- 
tions. The fact that the left holds 
the two important Justice and In- 
terior portfolios i isa guarantee of 
sorts that "catharsis" will not 
degenerate into revanchism, and 
that the democratisation process 
will not simply substitute one set 
of party apparatchiks 
another. 

There is a cost. For the next 
three months, foreign policy will 
be "frozen" 
economic policy decisions that 


need to be taken will be post- 
poned. On the plus side, how- —— 
"cooling off’ period .. 
can activate the process of mod- - 
ernisation in all political parties, — 
with "rénovateurs" taking over | 


ever, this 


from politicians too much tied to 
the problems of Greece’s past 
and too little prepared to face 
the problems of the present and 
of the future. 

Paris G. PAPACONSTANTINOU 





Sir—To characterise Greek as- 
pirations for the restoration of 
their democratic institutions as 
"desire for revenge" is wrong. 
Having tested its audience's pa- 
tience for several hours, 
Aeschulus's "Oresteia" ends 
with the establishment of impar- 
tial civic institutions after venge- 
ful and seemingly endless family 
feuds. Greece today needs more 
of the same. The unprecedented 
agreement between Conserva- 


tives and Communists shows the — 


extent to which Greeks are pre- 
pared to go to in order to 
achieve such an end. 

London YANNIS MANUELIDES 





Sky high 


Sir—-The position of Sky Televi- 
sion (July 8th) is anything but 
desperate. In June, sales of satel- 
lite reception equipment were 
more than double those in May. 

You accuse us of the “big mis- 
take” of selecting a different sat- 
ellite system to out competitor, 


British Satellite Broadcasting... 
But the 16 channels available on 
the first Astra satellite and the . ~ 
32 channels to come on future 1 


with - 


and the difficult 








production and consumption in all 


| The Ecc onom ist t Intelligence Unit | 
: Market Sept (EPR) 205 Park Avene South ` 
| ew York, NY 10003 








ites can accommo- 


duc Sky, BSB and any number of 


additional broadcasters. It has 
been BSB that has made the big 
mistake, as its technique of di- 
rect broadcasting by satellite per- 
mits only five channels to be car- 
ried on its satellite. 

Sky Television is the most suc- 
cessful new broadcasting launch 
ever in Britain; more dishes have 
been sold in the first five months 
of our service than sales of video — 
recorders, compact discs or cob - 


Our televisions in the first year 


following their introduction. 





JONATHAN MiLLER 
London Sky Television 
On with the show 





SiR— " Televised show trials are 
the mark of a modern dictator- 
ship,” you say (July 8th). Am Ito 
conclude, in the light of “Ollie’s 
Follies”, which aired around the 
clock on all major (and many mi- 
nor) American television net- 
works, that the United States 
under Presidents Reagan a ' 


Bush is a. .. naaah, that's st 

easy. 

Halifax, 

Nova Scotia LARRY SWATUK 
EL ORR AECL | 





| Latest Special Report No 1185 


COCOA TO 1993 

A Commodity in Crisis 
How fast can world consumption of 
cocoa be expected to grow over 
the next five years? How far would 
cocoa production have to fall 
through crop. disasters for the 
price outlook to improve? This 
report analyses the mechanics of 

_ the cocoa market, forecasts 























parts of the world and projects — 
price movements annually to 1993. | 
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ictured are just some of the 
authors who will be signing a 
book for you! 
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Bound in genuine leather, with accents of 22k 


Bet the beautiful leather bindings, for a 
pment. Never mind that these are First 

Militions — and can never be issued again. 
What's exciting — really exciting — is that 
famous authors like Bill Cosby, John Updike, 
and John Hersey — will personally sign their 
new books for you...taking an already-prized 
First Edition and turning it into the ultimate 
"collectible"! 

Wouldn't you love to build a collection of 
books like this? Imagine...leather-bound First 
Editions, personally autographed by lead- 
ing authors...and privately publisned for sub- 
scribers only. 


Now you can! 


Major new works by leading authors. 


Top television star Bill Cosby will personally 
sign Love and Marriage. Watergate reporter 
Carl Bernstein will sign his book on the 
McCarthy era, Loyalties, A Sons Memoir. 
David McCullough and Paul Theroux have 

said yes to signing their new books for you, , 
too...and this is just the start! 


Leather-bound, heirloom quality books. 


Each volume will be fully-bound in top- 
grain leather with hubbed spines accented in 
22kt gold. Page ends will be gilded to seal 


The Easton Press 
47 Richards Avenue > 
Norwalk, Connecticut 06857 


For Faster Service on Credit Card Orders 
Call 1-800-367-4534 


Please enroll my subscription to Easton Press Signed 
First Editions and send me the first signed leather-bound 
volume. | understand that new signed first editions will be 
sent at the rate of one book per month at $39,00* each, 
and that this price is guaranteed for the next two years. 

I may return any book within 30 days for a full refund, 
and either party may cancel this subscription at any time. 


*Plus $2.95 per book for shipping and handling. 


[3 Please charge each monthly shipment to my Credit 
Card, starting when my first volume is shipped. 
[C] VISA [C] MasterCard 
C] American Express [C] Diners Club 


Credit Card No. Expiration Date 


each volume from dust and moist 
volume will have handsome moiré. 
endsheets, as well as a permanent ril 
page marker, These editions will use o 
specially-milled, acid-neutral paper th 
stays supple and new for generations. 

Your original issue price will be just 
$39.00 per volume, and this price 
anteed for at least two full years. Yc 
receive your books at the rate of app! 
mately one selection per month an: 
wish, you may have each book ch 
when shipped, to your credit card. 

It’s never been easier to acquire in 
collector editions. Start your subscr 
this privately-published series now, by 
returning the reservation application to 


PRESS 


SIGNED -FIRST EDITIONS 


a As a convenience, I wish to o pay for m : 
95 sI 


S ignatu re (AH applications subject to acceptance) 

**Conn, residents pay $45.31 to include sales tax. 

** Tenn. residents pay $45.20 to include sales tax. 
Please allow 4-6 wes after Sonet for uad 













P borders, The MER i defense system, de: esigated th the Base / z 
nment Extension and the result of a joint developme t effort 
NEC) and Hughes Aircraft Company, is proving to be an excellent tigh-t 
tecting Japan's borders and sea lines. Should unidentified aircraft be 
mand centers can direct fighter interceptors to visually identify t ( 
defensive actions. amd built — initial automated a air r defense system in ths pea 




















cing power coi hnology al and floor [7x ihe ape E leen mi | capac 
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inanew ‘high-power cable television signal transmitter de signed and built by. 
nsmitting equipment, up to eight TV channels can be mounted in a single 
nnel will require less than 100 watts. This translates to half the floor Space and les 


rter the power consumed by current tube transmitters. 















ae The Non Line of Sigh EY Missile, sere aming, as gone in Guided N thes ene ene 
(FOG-M), one of five elements in the U.S. Army’s Forward Area Air Defense System, $ 





fiber optic corn eus furti ation technology to attack targets from distances exceeding 


m mages fh th 
th ol statio n. The ground eontollec sends guidance commands back ¢ thro 
: e e missile. ‘Hughes i is Sa png the NLOS — along with Boe SR 






















doped by Hughes, d delaictiótrate cutoff rtm greater thàh 20 O0 eigahertc ] The. 
ature, digital apr ig w with pe orsi ia n silicon MOS microwave devices will 


n ptem rate e better than 99; PICO ande a mean ‘time "ME failure pi that eseli "ud S 
ifications by 300 pe The system, a Hughes AN/AXQ-14 Data Link, permits flexible remote mE 






jercent. flexit 
trol of the GBU-15 guided: weapon by an operator in the launch aircraft or another aircr 
ta Link also allows final target acquisition to be deferred until. the weapon is closer 
a, enabling the launch aircraft to establish even greater standoff : range. More than 4 


[/AXQ-14s have been delivered to the U. S. Air Force and international customers rs fo 
formance aircraft. 
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E American marine who went to Leba- 
. A non as a peacekeeper, wearing the blue 
beret of the United Nations, ended up being 
«> hanged by bigots in some Lebanese basement. _ 
. Lieutenant-Colonel William Higgins may not - 

. really have been killed this week, as his assas- 

sins claim, in response to Israel's moonlight. _ 

inapping a a few days earlier of Sheikh Abdel _ 

.... Aim. Obeid. But even if he was killed. 
- months ago his murder cries out for an appro- 

. priate reply from President Bush. The answer 
of some Americans, like Senator Robert 
Dole, has been to blame Israel for provoking the wild men of 
Lebanon. Others want instant, violent American retribution 
against the murderers and the iE that give them 
succour and sanctuary. 

Neither of these first reactions i is is right. Those who criti- 
cise Israel s action on high moral grounds ("an abominable 
crime", the Right Rev Robert Runcie, the Archbishop of 
Canterbury, called Sheikh Obeid's abduction) are talking 
sanctimonious nonsense. There is no moral equivalence be- 
tween the criminal who preys on innocents and the state that 
stops the criminal and—when it can— brings him to justice. 
Hezbollah, the Iranian-inspired “Party of God" to which the 
sheikh belongs, has declared itself the enemy of the West. It 
has backed up this declaration with kidnapping, extortion, 
| air piracy and mass murder. 
.— "Whoso sheddeth man's blood, by man shall his blood be 
2 T " The hard doctrine of Genesis describes justice-in-anar- 
chy. It also describes self-defence. The first duty of a state un- 
. der attack is to defend itself and protect its citizens. When the 
-attackers are criminals like the Hezbollah gangs, the ideal de- 

.. fence is to haul them before courts and have justice rendered 

> under the rule of law. When that is impossible—and the rule 






Sah of law has long since collapsed in Lebanon—other methods . 


are justified. This is why it was right for America to bomb 
Tripoli in 1986 to punish Libya for past terrorist acts and 
deter it from future ones; right for FBI agents to abduct a Leba- 
nese hijacker from a yacht off Lebanon's coast in 1987; and 
ight for American fighters to force down a jet carrying away 
-man responsible for seajacking the Achille Lauro in 1985. 
Morally, the kidnapping of Sheikh Obeid falls into this 
.. category. The question remains whether it will work. The kill- 
<- ing of Colonel Higgins—if he did die this week—is not a con- 
.' clusive answer, but Israel's operation may have been ill-suited 
. to its purpose. If Israel hoped to trade the sheikh for its own 
«men in Lebanon it may have misread the implacability of its 
enemies; and by failing to consult its friends it exposed itself 
to.a share of the world's rage as those enemies prepared to 




















































murder western hostages in revenge. — — 
Whatever errors Israel may have ma 
the kidnap, it is the world that will be r 
a mistake if it talks itself into believing 
Israel's behaviour is the main cause 
ism. The politician's instinct of Mr B 
watched the Carter presidency bre 
and the Reagan presidency buckle u 
weight of the recurring hostage r 
was to distance himself from what Is 
done. But to respond as a statesman h 
go beyond the plea he made on Monde 
both sides to free their respective prisoners and thu 
the cycle of violence". That sort of curse-both-their-h: 
even-handedness is based on wishful thinking. . E 
The wishful thought i is this: if the world stopped rc 
ing Hezbollah and its kind, terrorism would fade: a 
wouldn't, even if Israel bowed to American pressure 
render up Sheikh Obeid for nothing in return. H 
does not act as it does because of some "cycle of vi el 
but because it chooses to find a lot of unexceptional t 
sorely provoking. It is provoked by Israel's existence, no 
its actions. It is provoked by British authors who write n 
it dislikes. Despite the advent of the putatively moderate. 
ident Rafsanjani in lran, the declared policy of 
Hezbollah and its Iranian paymasters is still to exti 
Jewish state and murder Mr Salman Rushdie. Against. ü 
son like this it is no policy for free men to mutter, wi i 
Roberts Dole and Runcie, “Don’t provoke them”. 








The weapons in the West’s arsenal 


The answer to terrorism is to wage constant, active, 
ful war against it. Left undisturbed, the madness tha 
destroy American jumbo j iino over Cie or tot 
lives and limbs in the boulevards of Paris. s 
Fighting back does not mean heeding calls for the 
blind retribution that satisfies voters at home by d 
bombs indiscriminately abroad. Military retaliation 
fied when the case is clear-cut, when it is possible to 
and hit precise targets, and when punishment would b 
to have the desired effect. More often the ea x 
rorist attacks is unknown or the culprits beyond re: 
such cases the duty of responsible governments is to sw 
their frustration and keep their aircraft carriers in port 
even then they do not have to be powerless. 
The two best weapons against terrorism have so fa 
least used. One is to deprive the terrorist organisations 
gen by applying relentless | pressure against Iran, Syria ; 


13. 


































he three governments which openly shelter them. The 
‘is to hunt down individual terrorists, both to bring 
se who are caught to justice and to scare the others. Israel 
as c on shaky ground if it snatched Sheikh Obeid to bargain 
the release of its own prisoners. Too many governments 
e rewarded kidnappers by buying back their victims with 





oland in mid-leap 


s and legs flying wildly, as you would expect 


YOU felt impatient with Poland this week, remember 
hat what the Poles are trying to do has never been done 
ore and, some people still wrongly say, cannot be done at 





”’. Good democrats like George Orwell used to believe 
a communist government's apparatus of control would 
always destroy any such attempt. If Solidarity hesitates to help 
go n Poland, even though it won virtually all the free part 
of June's election, it is because it is understandably nervous. If 
e Polish communist party, having accepted that election, 

OW picks as party boss a man who until recently did not want 
to talk to Solidarity (Mr Mieczyslaw Rakowski), and nomi- 
ates as prime minister the man who carried out the order to 
ush Solidarity in 1981 (General Czeslaw Kiszczak), it is be- 
use its ideological knees are knocking. 

The transition from Leninist dictatorship to multi-party 
1ocracy is bound to be chaotic. That General Kiszczak was 
made to wait for the prime ministership this week was an- 
her symptom of the inevitable disorder: the Peasants’ party, 
once the communists’ obedient servant, refused to vote for 
him until it was paid a suitable price. The communists can no 
ger count on the docility of their former allies. They may 
mselves one day break up into reformers and anti-reform- 
as Hungary’s communists show signs of doing. Solidarity 
If belies its name. It is really a coalition, perhaps only a 
porary one, of social democrats, free-market liberals and 
cipient Christian Democratic party. Is there no end to 
onfusion? Of course there is, but one more political de- 
ition job has to be done, and an economic one too. 

1 the world's eye, the handover to democracy will come 
en a non-communist takes over as prime minister of Po- 
d. The new cabinet this man leads may consist entirely of 
idarity people; it may include some Peasants and Demo- 
ts (the communists’ present "coalition partners"); it may, 
for safety’s sake perhaps should, take in two or three 
munists, though not in jobs affecting the economy or the 
ice. The new team, however, will need to know that it is 
ust occupying a superstructure of Warsaw ministries, 
“the hidden infrastructure of communist control goes on 
ng what it has done for the past 40 years. 

The local party bosses who tell local councils what to do; 
j3arty cells in factories, breathing down the manager's 
; the party appointees sitting in judgeships and at editors' 

ks the hundreds of thousands of pet jobs given to party 





s 














Good Marxists still want to think that an attempt to. 
ommunise a communist country defies "the logic of his- 





cash and Evous But it had the right idea in making a pin- 
point attack on one of the people waging terrorist war. 

These weapons may not save the lives of the handful of 
hostages now facing their worst-ever week in Lebanon. They 
may even endanger them. But they offer the best hope for 
ending the wretched commerce in hostages once and for all. 
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placemen, or their wives’ kid brothers: this is de underside of 
the communist apparatus that the world does not see. 

The apparat cannot be abolished overnight; the Reform 
Act of 1832 did not do that to the British squirearchy. But 


.. start can be made. Solidarity already has its own free newspa 
per. À new way of choosing Poland's judges has been set up, 


which should gradually remove what is left of party control 
over the law. A round of free local elections would create local 
councils with the moral authority to tell party bosses to go 
jump in the Vistula. President Jaruzelski, ex-party leader and 
now would-be uncle of all the Poles, could advise his party 
successor to trim the reserved-jobs list of the nomenklatura 
by, say, a third before the general election due by 1993. 


The John the Baptist function 


This would help to reassure the incoming post-communist 


government. The newcomers will feel even better if a start has 
also been made on demolishing Poland's share of commu- 
nism's economic irrationalities, not least the irrationality of 
prices that tell you nothing about what a thing is worth. 

To his credit, Mr Rakowski's last act before handing over 
the prime ministership was to order the freeing of most food 
prices. The immediate effect on Polish shoppers is appall- 
ing—roughly, a doubling of the cost of the dreary meals c 
their tables. Even so, this is an essential step towards a Polanu 
that produces more food and so eventually cheaper food. Mr 
Rakowski was right to do the price-freeing at a single stroke, 
and he was brave to do it while his own communist party is 
still the government the consumers will curse. It will be 
equally brave of General Kiszczak if one of his first acts as 
prime minister is to take an axe to the decrepit state sector of 
industry. The government has been trying to nerve itself to 
shut down a dozen of the most loss-making coal mines and 
some hopeless steel and cement works. The longer i it leaves it, 
the worse the pain will be. 

Why should the communists take upon thémselves all the 
odium of these decisions? Many of them would rather haul 
Solidarity into the government, and so get it to share the 
blame. The answer is that the communists have to carry 
through the logic of their willingness to make the change to 
pluralism. The pre-pluralist structures have to be dismantled. 
If that is done by the party which erected them, the way will 
be smoothed for the first non-communist government—and 
Poland may get the puc transfer of pe it i o 

















Company directors do deserve high pay rises—sometimes 


664 REED", said Ivan Boesky, "is good for you." Quite 
0 8X apart from Mr Boesky's subsequent move to a Califor- 
< nian penitentiary, things do get more awkward once your 
shareholders, colleagues and staff find out just how greedy— 
- and wealthy—you are. That is what is happening to company 
directors and top executives in Britain and America, whose 

~ pay has been soaring far ahead both of price inflation and of 
. rises in average earnings. The result is that workers get envi- 
'. ous, magazines run articles pointing out that bosses’ pay and 
X. corporate performance are usually inversely related, and 
|. reholders ask rude questions at annual general meetings. 
«o= The easiest remedy would be to keep pay secret. But direc- 
* tors' remuneration (pay plus "incentives") must by law be 
disclosed in annual reports, and hence with a time lag. For 
many British firms, annual reports have just disclosed 50- 
500% rises for directors last year (including 70% rises at The 
Economist), often only a week or two after they have penned 
memos to the staff about the need in the coming year for pay 
restraint, belt-tightening and so on, because competition is so 
tough, 1992 looms, etc etc. Can this be right? 


Risks and rewards 


The emotional answer (unless you are a lucky director) is no. 
The rises appear outrageous, especially when both Britain 
and America have just slashed their top marginal rates of in- 
come tax. But emotions rarely produce the best answers. In 
principle, high rewards can be justified —which does not 
mean that they always are. Levels of, and rises in, top execu- 
tives' pay must pass some stiff tests. 
. The market for top executives is not necessarily the same 
that for average workers or even for average managers. For 
a start, top executives are more mobile internationally, so 
Ane icd rates of reward can plausibly affect, say, British or 
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'O EVERYBODY'S amazement, the West German tor- 
toise is suddenly sprinting like a hare. Between 1980 and 
87 its economy grew at an average rate of just 11296 a 
= year—the slowest of the big seven economies. At the end of 
- 1987, amid loud moaning, forecasters predicted no better for 
-` the next two years. Instead, West Germany managed a strap- 
ping 3.496 growth last year, and several forecasters are betting 
on 496 in 1989, its fastest growth since 1979. This summer 
West German tourists, beautifying foreign beaches in their 
oil, feel smugger than ever: this should quieten those for- 








































French salaries. Morna in recent years the market h: 
gun to be affected by the boom in leveraged buy-outs and 
revival in entrepreneurship. If a company wants to kee 
top people, therefore, it may have to compete not only 
other firms but also with managers’ potential reward: 
taking part in buy-outs or buy-ins. In a few cases, very 
rewards may be patently worthwhile. When a compan 
crisis or an abrupt change, the qualities of its leader ma 
crucial. British Airways, for instance, really has 
formed under Lord King’s chairmanship, so his recent 
rise—tut-tutted about even by Mrs Thatcher—m 
justifiable. | 
That is the case for high pay. The first test, howesi 
that the case should have to be made, in public and in fro 
the people whose money is being spent: the sharehol 
Though pay is disclosed in the annual report and usually 
ted by a remuneration committee of non-executive directo 
shareholders can generally vote only for or against the v 
annual report and accounts. They should be able to insi: 
an open vote on emoluments alone. Similarly, firms : 
tell their employees, openly and fully, what they are | 
top directors. A little knowledge, of the sort disclosed 
nual reports, only fuels morale-sapping speculation. 
The trickiest test, however, is that there has to be ; 
side to moves to reward executives like entrepreneurs. | 
life entrepreneurs face the risk that their income will be 
or a zillion dollars, that they will lose their shirt or 





that include an element of real risk. At the v very y lex. 

formance is poor, bonuses should evaporate. Even bett 
sic salaries should be lowered when generous schemes ar 
fered. That way, fixed overheads become variable one 
executives tremble their way alertly towards their bona 


_ True, those who whinged about West Germany's ti 
cal and monetary "Spin should now desist. German. 


overshooting i its monetaty target in each of the three 
1988. And olus the same period, West germ 1ás 









































equivalent of 1% of GNP into the economy. | 

The snag is that consumers have tended to save, not 
nd, their tax cuts. West Germany is the only big industrial 
iomy where households save a larger chunk of their in- 
nes than ten years ago. Most of the extra growth reflects 
ot stronger consumption (as Germany's trade partners had 
:manded), but buoyant exports and investment in export 
dustries. Thanks to strong demand overseas and a modest 
al depreciation of the D-mark in the past 18 months, West 
'any's current-account surplus—already by far the big- 
n the OECD as a percentage of GNP—continues to swell. 





ave ways of making people save | 

ne should carp at West German thriftiness: here is an 
t that Britons and Americans should envy. But given 

orld's current economic imbalances, it is not an instinct 

needs fostering by curbing spending with red-tape. 





u's government have proved duds. Regulations still stifle 
ovation and restrict competition, especially of the foreign 
West Germany's domestic air and rail transport and tele- 
munications remain, in effect, state monopolies. Even af- 
next year's tax cuts, the top rate of income tax will still be 
76, far above America’s 28% or Britain's 4096. Corpora- 
yn tax is to be cut to 5096—— still one of the highest in the 
scp. The government could have cut taxes more radically 
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.RITAIN has just had a "national" dock strike. Barely a 
LJ supermarket in the island noticed. As the strike crum- 
led about its ears, the once mighty Transport and General 
orkers’ Union called it off. These non-events, in their very 
llity, were momentous signs of how British times have 
anged. A national dock strike was once a national crisis. 
nen the T&G spoke, prime ministers trembled. One of its 
ral secretaries was, simultaneously, a cabinet minister un- 
darold Wilson in the 1960s. In the 1970s his successor 
ited to another Wilson cabinet a dotty bill —blocked by 
O brave Labour MPs—to give the union's dockers the right 
all container-handling within five miles of a waterway. 

They are now rolled right back. This summer the 
atcher government summarily ended the 42-year-old 
eme which, by law, gave certain dockers jobs-for-life. Even 
' Labour party barely whispered disapproval. The dockers 
ncerned, fewer than 10,000 of them, were called out on 
ike. Within a fortnight, most were disobeying. From the 
inning, the many and more efficient ports outside the 
eme carried on. The solid pickets of the past were reduced 
few forlorn placard-holders begging truck-drivers to turn 
ck. The drivers, most of them T&G members, drove on. 
w was the strike crushed? The port employers, for decades 
jorous mice in their own house, turned the clock back a 
ury and told the strikers to get back to work or.be fired. 








he long-promised microeconomic reforms of Mr Helmut’ 


Vhen dockers knuckle down 


Britain’s trade-union solidarity has been broken, at least in industries that are kept competitive 





had it been preparec ies, wl 
taxpayer an estimated 6% of GNP. Unduly restri 





tests in various trades hinder job creation and cost the con- 
sumer dear. Germans may boast the best plumbers and elec- 
tricians in the world, but try getting handyman Hans to fit a 
new bathroom all by himself. Verboten: an army of different 
workers must invade your house. "c M 

And what about shops' opening-hours? The good news is 
that shops will now be allowed to open later on Thursday 
evening. Not so fast Otto: to make up for this, shops will have 
to close earlier on the one Saturday a month when they are 
currently allowed to stay open later than 2pm. German 
spending sprees are determined affairs. 

West Germans retort that their economy is doing very 
well, thank you—just look at the bigger cars and longer holi- 
days. They argue that their. rule-bound system provides the 
stability that has been part of the secret of their success. The 
line between stability and suffocation is wearing thin, West | 
Germany's rate of growth in productive capacity fell fre 
34% in the early 1970s to less than 2% in the mid 1980s. T.. + 
OECD, in its latest report on the German economy, reckons 
that the recent investment boom has lifted that rate, but only 
by a whisker. The present pace of expansion is therefore un- 
sustainable. Unless the government makes faster progress in 
freeing-up its economy, the West German turbo-tortoise will 
return to its shell. | 








In port after port, they hurried back. 

One reason for this collapse was that the dock-work 
scheme was so patently out-of-date that even the union knew 
it. But the main reason is worth repeating. M rs. Thatcher E 
drawn the unions' teeth. Employers who threaten the sack __ 
strikers can win, although they usually do not threaten it 
when they have cosy, protected, monopoly, public-service 
markets. The Thatcher government may sometimes have ap- 
peared this summer to face the sort of unrest that wrecked its 
predecessor in 1979, but in recompetitivised industries like 
the docks it never did. If other unions had come to the aid of 
the dockers, they would have lost funds in the courts: sympa- 
thy strikes are now unlawful. If the T&G had tried to call out 
its own members in other ports or in haulage firms, many 
would have refused. — .— ^ . 

The same has happened—to a smaller degree— in some 
of the other strikes. When trains have stopped, buses have 
run. Local-council officials are. on strike, but council street- 
sweepers are still sweeping. Mrs Thatcher has. snapped the 
solidarity of labour across. her handbag. The unions must 
again take stock in their actions c f market realities. Bosses 
and some unions in the competitis industries—though few 
bosses and no unions in the- indus 


the public-sector industries—are 

























time to die T 


"m E NCE upon a time there was a court physician—the 
' eponymous Makropoulos of Janacek's opera—who dis- 


— covered the elixir of life. His daughter drank it and regretted 
* it for 600 years. A stretched out existence had made her cold 


< and sated; she stopped taking the elixir and gratefully died. 
VU Tithonous, another mythological figure, did even worse. 
E When his [over asked Jupiter to give him immortality she for- 
~ got to ask for youth to go with it, so Tithonous inherited an 
— eternity of senescence (and ended up as a grasshopper). To- 
TN day' s court physicians, and playthings of the medical gods, 
— ' uld ponder the morals that these old stories hold for 
„m. 
..—. Modern medicine is nowhere near to providing immortal- 
ity, and there are millions of lives prematurely lost every year 
for the physicians still to save. Yet the inhabitants of rich 
countries, with their recently elongated lifespans and their 
hospitals that make once-quick deaths take what seems like 
an eternity, are too often seduced by an idea as dangerous as 
Makropoulos's elixir. They sometimes seem, like Woody Al- 
len, to want to achieve immortality not through their work 
but through not dying. 

Tithonous is alive, reasonably ell and wearing jogging 
shorts. It is his dream of death as something indefinitely post- 
ponable that is distorting the medical priorities of rich coun- 
tries, especially America. Medicine has increased the quantity 
of life far beyond its capacity to preserve the quality of it, and 
a greater proportion of old age is now spent in chronic illness 
and misery. The average life expectancy of an American man 
has risen remarkably, from just under 60 in the late 1920s to 
16i in 1984. That is a big blessing for some, but only a mixed 

~e for many others. Just as an extension of credit is no guar- 
^ tee of the ability to pay, so an extension of life is no guaran- 
tee of the ability to enjoy it. Hospitals are full of people who 
are tragically overdrawn. For such people, the last weeks, days 
and hours are often the worst. As ever more intrusive and 
. desperate machinery is wheeled in to keep Tithonous hanging 
<= on for a little longer, the dignity and sense of his life trickles 
..outofhim. 
^5... Cost is not the problem. True enough, the statistics of the 
P EES are the sort that give demographers a 
thrill of self-importance: in 1900 there were seven elderly 
Americans for every 100 workers, while now there are 19; in 
050 (when one person in 20 will be over 85) there may be 38. 
980 some 29% of personal health-care spending in Amer- 
a went on the over-60s; in 2040, so the health economists 
<- say, nearly half of it will be. But it is the pain and misery, not 
— the numbers, that are the worst of it. Not only have the old 
. acute killers merely been swapped for the wasting chronic dis- 
= eases—cancer, heart disease and strokes—but the great mis- 
= ery-makers of arthritis, dementia and others go from horrible 
| strength to strength. No calculating utilitarian, applying Ben- 
tham's cold arithmetic of pleasure versus pain, can demand 















- Immortality is a bad thing; there are nobler aims for medicine | 


because of their fear. Deafness is deeply isolating in ai 


tives) can see that a biography is finished, it is not for d 
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that the old be killed or starved to save money for the you 
It is the old themselves who, for their own dignity and out 
concern for their successors, must learn to demand less of 
court physicians. ' 


For better or for worse 


Consider first what a better life and death would. look 
then how to get there. There are five main types o of misery 
make old age worse than it need be, and win less att 
from researchers than the big killers. Alzheimer’ s disea 
other brain disorders can slowly rob life of all me: 

disintegrating the mind. Osteoarthritis can mean almost 
manent pain. Osteoporosis—thinning of the bones—n 
stumbling a serious danger and so makes the old less a 





way. Incontinence is a humiliating reminder of the lo 
control. Research into the killers obviously needs to. 
tinue—for one thing, cancer (see pages 71-74) is the se 
biggest killer of children in rich countries. But the mi 
makers need more attention too. And the use of new med 
techniques and devices should be guided by a simple prit 
ple: do not extend life at the cost of worsening it. | 

The shape of medicine is, one way or another, determine 
in considerable part by popular demand. Demand is d 
nated by the fear of death. Ask people in rich countries Ww 
they most want to see cured and they quickly say “e 
AIDS and heart disease.” It is not until it is too late cha 
begin to see that other things matter too. Given this ob: 
sion with death, it is understandable that doctors all too « 
struggle to extend life through its last moments at practi 
any cost. But there is another, nobler challenge that the; 
take on. They should use their role as advisers and 
dants, from a patient's earliest days, to teach the import 
of the quality as well as the length of life. Their hope sh 
be that patients will eventually make wiser demands 
Those who channel money, both public and private, to 
cal research need the courage to see that they will eatn 
tude by gunning for misery as well as for the headline: 
killers. 

If the length of life is not all-important, when shot 
end? There is room for plenty of theories about wha 
life worth living, but none of them can include longevit 
end in itself. The enjoyment of food, for example, canı 
side entirely in the fact that it reminds one of yet mort 
come. Think of a person's life in biographical rathe 
biological terms—in terms of achievements, exper 
responsibilities discharged and so on, not in terms of bli} 
a hospital scanner. It then becomes easier to see when s 
body's life has been completed. When a person (or his 














to try to write a painful extra chapter. Ask Tithonous. 













































The Asia-Pacific 
Petroleum Conference ‘89 
The Premier Meeting Place for the Oil Industry... 


44 — 43 September 1989 


B APPEC i Rattles City Convention Centre, Singapore 





APPEC 89, the fifth in the series will be attracting more. participants than "5 un x ^ 
predecessors. New items planned. for this conference include ‘Glasnost and. Pa 
the Oil Industry; Oil Industry: Ted next 6 months and the ‘Oil Futures Forum: > i 
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Mr Alan N Binder, OBE — 


President, Shell international Trading Company London 
E CONFERENCE TOPICS 

* Financialisation of Oil 

* The Status of "NOPEC" Supply 

* The Environment and its Effects on Energy Use with Particular Reference to the 
Asia-Pacific Region 

* The Impact of the 3rd Energy Crisis 

* New Developments in Gas and the Effects on Oil 

© Oil Futures Trading — The SIMEX Singapore International Monetary Exchange) 

Experience 

* Situation of Japanese Oil inday from Supply/ Demand Balances 

* Oil Terminal Business in the Asia-Pacific Region 

e Country Presentations from Oil Exporting and Importing Countries 


B OIL INDUSTRY: THE NEXT SIX MONTHS 


Dr Philip K Verleger Jr of the Institute of International Economics, Washington, DC 
will be chairing a roundtable discussion on the oil industry. Panelists include: 


E Mr M S Alumuhairi, Stor Energy Corporation Ltd 
* Mr Al Troner, Petroleum Intelligence Weekly 


€ Heads of National Oil Corporations from Asean & Eas? Asian Countries 
* Prominent Editors from Energy Publications 


" OIL FUTURES FORUM 


. This forum will focus on the panelists’ experiences in the trading of oil futures. 
The panelists are: 


* Mr John Faul, General Manager, Far East Phibro Energy (S) Pte Lid 
* Ms Rosemary McFadden, New York Mercantile Exchange 


* Ms Elizabeth Sam, Chairman. Singapore International Monetary Exchange 
e MrTE Westerterp, President, European Options Exchange 


. "Mr Peter Wildblood, Chief Executive International Petroleum Exchange 
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Learning to live in the market 





As state subsidies grow tighter, Europe’s arts festivals are having to rely on 
business sponsorship and their own marketing skills 


hp years ago Europe had a couple » 
dozen arts festivals. This year around 
2,000 will claim that title. They ate big busi- 
ness. Festivals in France alone last year sold 
2.9m tickets to a total value of FFr 223m 
($37m). Festivals have widened’ audiences 
for the arts, widening the arts themselves 
with innovative programming and produc- 
tions. Often they contribute handsomely to 

"local economy. Yet no one has ever 

. de money from a festival; in pure market 
terms, rather than multiplying they should 
be extinct. 

So how do they survive? Today, as ever, 
on public subsidy. It remains vital for the 
r long-term planning that goes into a festival: 
= the Holland festival spent two years re- 
z searching this year’s programme of Russian 
. music, seeking out and presenting compos- 
:ers and artists little known outside the So- 
| ‘Union. It has just negotiated five years 
of financial support from a combination of 
Dutch government ministries. 

— .. But subsidy is no longer what it was. AL 
Wu most everywhere, national subsidies are at 
best. static. So the festivals have turned to 
~~ localor regional sources, making less play of 
- their cultural virtues than.of the supposed 
payback to the local economy. 
^ . Chis is easier talked about than proved 
^^ (especially to a subsidising authority that 
< will itself get little of the money back: Salz- 
. burg's municipality will earn more from the 
m people who visit the castie that it owns 



























than from the 200,000 festival visitors). Ho- 
tels and restaurants of course will profit. 
The local authorities at Avignon worked 
out that measurable spending generated by 
the 1986 festival there was five times the 
cost of putting it on. But most festivals draw 
four-fifths of their audiences from people 
who live nearby; much of the spending is 
merely diverted from some other local enter- 
prise (while half of the festival's own spend- 
ing goes outside to performers and a good 
deal more to outside contractors and suppli- 
ers). Arguably, a permanent attraction 
would be a better economic bet: the director 
of Strasbourg's Musica festival admits that 
money spent on it brings only half as much 
direct financial return as spending on the lo- 
cal Théátre National. 

But as local authorities wise up, so Bie 
festival organisers: leave aside the direct 


spending, a first-class festival, they argue, - 


will boost the whole image of the area, at- 
tracting new investment, new businesses 
and the people that go with them. Towns 
and regions are now aiming their subsidy 
with this in mind; regional arts authorities 
in Florence, for instance, plan to prune their 
support so as to aid only those festivals that 
really add to Tuscany's cultural life. 


. And now for our sponsor 


Increasingly, festivals must look for cash 
elsewhere. That means sponsorship. Rarely, 
this may come from some foreign goverr- 
































ment. Nae festivals this year haves at 
theme, and for some la patrie has « 
up a few francs to buy an extra bit of gloi 
York's Early Music festival transform 
self this year into a celebration of. 
teenth-century Viennese court music, 
support from the Austrian embassy. — 
More often, though, the sponsors ar 
commercial. French festivals are reckoned 
to have got 8% of their income this way i 
1986, 13% in 1988. In Britain 25% woul 
nearer the mark. Sponsorship can be hun 
ble enough. The Festival d’Art Lyrique at 
Cére, in the depressed Lot region of Fr: 
offers master-classes and the opportunity : 
performance to young singers. It looked 
vain at first for cheque-happy busin 
and ended with gifts of food from loc. 
ducers, which at least kept its large nt num 
of performers fed. Since then it has bee 
able to expand and has found cash sponsor 
as well. 
But commercial sponsors are fu 
than the state. They want a well-defi 
high-quality event aimed at a specific 
ence. Louis Vuitton. Móet-Hennessy 
ports only top-notch contemporary : 
Amid their general move toward bette 
keting, festivals are learning to mark 
selves to sponsors, complete with au 
research, on these lines. - : 











Marketing and motives 
The move to marketing is strong. N 
ery festival has a speciality to sell: 
the Wagnerians' paradise, is the sup 
ample, Edinburgh, with its bits o 

thing and its enormous "fringe" a t: 
ception. Most festivals have a pictur 
setting, be it Wexford or the amphit! 
of Verona (though again there are : 
tions: London's modest Almeida fe 
contemporary music flourishes in on 
that city’s grimy inner boroughs). AI 
vals are elingi the fact that they are, ind : 
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THE FESTIVAL BUSINESS 


a festival, something special: as one discov- 
ered, spectators may have perfectly good op- 
era on their doorsteps, but still prefer to see 
it in a festival setting. 

The question is how to make the most 
of these advantages; most festivals depend 
on devoted and often ill-paid organisers, but 
enthusiasm alone was never enough and it is 
still less so today. So there has been a scram- 
ble to hire consultants for advice on brand- 
ing and marketing. Britain’s Bath festival 
quadrupled its income from merchandis- 
ing—anything from tee-shirts to programme 
advertisements—between 1985 and 1987. 
Other festivals are trying, as Bayreuth did 
long ago, to carve out a special market 
niche; or getting together, like the three 
Swiss jazz festivals of Nyon, Leysin and 
Montreux, to coordinate dates and pro- 
grammes so as to carve up the market more 
effectively. 

All this is forcing festival organisers to 
ask themselves what they are there for, and 
where they are trying to go. And, inevitably, 
the answers of commerce and of art 
are not always the same. 

The older festivals—Holland, 
Edinburgh, Aldeburgh, Avignon, 
Salzburg, for example—are solidly 
established, yet they face a mid-life 
crisis. | Typically—Salzburg is 
older—they were created by a close 
group of friends after the second 
world war; in some cases, deliber- 
ately to provide a forum of interna- 
tional contact. They were cultural 
showcases that thrived on high 
ideals, strong state support and de- 
voted followings. The artistic iden- 
tity imposed at the start—by Benja- 
min Britten at Aldeburgh or Jean 
Vilar at Avignon—gave them direc- 
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Salzburg 1957: guess who rehearses the prisoners of “Fidelio” 


Business sponsorship e 





tion and attracted world-class performers 
even after their founders’ deaths. 

But innovation and quality alike cost 
money. And the climate has changed. The 
financial pressure to shun avantgarde work 
in favour of popular classics is strong. 
Mostly the festivals have tried to maintain 
their standards. Not always happily: Salz- 
burg’s, with subsidy enough to do anything 
it chose, degenerated into an opulent show- 
case for the record industry and Herr Gott 
von Karajan. 

Avignon (which does not produce its 
own shows but buys in outside productions) 
refuses to contemplate any change in its mis- 
sion to host original theatrical creations of 
the highest quality. It was the launch-pad for 
Peter Brook’s epic production of the 
Mahabharata, and every year brings new 
discoveries. But Avignon is in trouble. Lack 
of cash cut three days from the festival in 
1988. Four more days had to be cut from 
this year’s festival, which has just ended, 
and 20,000 fewer seats were on sale. 


(33 Buxton, total 1988: $0.5m 


Great and small (Gym total 1988: $5.2m 


As % of total 
Income 


Public subsidy 
Box office & other 7 | 


Spending 


Artists & production 
One-off administrative & 
technical costs at 
festival time — 


Permanent staff & 
other fixed costs 





* Includes individual donations etc 


It is not for lack of demand. Last year’s 
total attendance was almost double that of 
1984, with most shows sold out before the 
festival opened. But official subsidy has 
stuck at Fr 13.4m (about $2m at today’s 
rates) over this period. Business sponsor- 
ship, first invited in 1984, rose this year to 
FFr4.7m, but most of that has gone to meet 
inflation. Diehards object even to this mod- 
est sum, about 15% of total revenues, to the 
point of parodying presumedly philistine 
sponsors in their performances. 

Yet times are hard. Avignon has pared 
its costs; backstage staff earn about half the 
going rate. Higher ticket prices would deter 
the festival’s young and seldom wealthy cli- 
entele. Already rival festivals such as Barce- 
lona are beginning to take shows that Avi- 
gnon would have liked. 

One answer would be to take a stake in 
the shows that it hosts. The Edinburgh festi- 
val does this, marketing its identity by sei 
ing its in-house productions on elsewhere. 
Thus its “Oberon” of a few years ago went 
on to the Tanglewood festival in the United 
States and to Germany. Edinburgh now 
aims to make more deals like this; indeed it 
has had offers—though so far it has turned 
them down—to send the entire festival for a 
season in Japan after Edinburgh. 

The trouble with this sort of thing is 
that it can take years of negotiation and 
preparation, a heavy drain on the skeleton 
crew that manages the festival out of season. 
The festival would need a sizeable perma- 
nent staff, thus losing the great advantage of 
all festivals, low fixed costs. In effect it would 
become a full-time international production 
agency. 

The Holland festival is already halfway 
there. It now manages several other festivals, 
and is negotiating a joint venture with Vi- 
enna. It has been commissioned by the state 
to organise a new opera for next year's c^ 
tenary of the death of Van Gogh. 

Aldeburgh shows what a smaller festival 
can do. It rents out its concert hall, for con- 
certs and recordings (or, for example, in the 
past to the long-running Sizewell nuclear- 
power inquiry) lt also organises perfor- 
mances of classical music for busi- 
ness entertaining throughout 
England. Aldeburgh’s up-market 
image attracts clients such as Jaguar, 
the car-makers. All this raises funds 
to finance the modern music that is 
the festival’s speciality. 


Forget the quality, feel the sets 


Large or small, these are festivals of 
the old style, driven originally by art 
rather than commerce. Many newer 
ones have begun life the other way 
round; purists question whether 
"festival" is the right word for them 
at all. The Festival Méditerranéen is 
an indifferent programme of classi- 
cal concerts performed along the 
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is the only lottery that offersextremely currencies in the world. 
large prizes compared to the limited 
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THE FESTIVAL BUSINESS 


PRR cae sas ac: 


southern coast of France in the courtyards 
of 31 historic chateaux or fortresses. Tour- 
ists are the target audience and tourism the 
aim. This year’s new opera festival at Ver- 
sailles offered the chateau (in fact, the cha- 
teau gardens), Placido Domingo on the 
opening night at minimum ticket prices of 
FFr 3,000 ($470) —and, according to opera 
critics, not much else. 

Not that a fine setting and populist stan- 
dards are to be sneezed at. Successful exam- 
ples are Italy’s opera extravaganzas like 
those held in the amphitheatres of Macerata 
and Verona, where several thousand people 
watch each performance. Do not mock if 
Aida is cast with live camels and several 
troops of carabinieri: at its peak, Italian op- 
era was a populist art and even now it is a 
popular one. The Puccini festival, near the 
composer's home on the Ligurian coast, 
does not even offer an amphitheatre, just 
4,000 seats on temporary scaffolding. But it 
has magnificent sets, a backdrop of moun- 
tains across the water—and low prices. 

Yes, but is it a festival or just a series of 
performances? The subsidy-distributors in 
Rome are revising their definitions and have 
not yet decided that the Puccini circus quali- 
fies. Besides, the state is about to impose a 
ceiling on the huge fees that star performers 
take off subsidised events. 


Specialising is beautiful 

As subsidy becomes tighter, festivals such as 
these will need something other than hard 
cash to draw the stars, and more than stars 
(or low prices) to fill the seats: perhaps the 
rarity—such as Glyndebourne offers in Eng- 
land—of an extended rehearsal period, 
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Scottish stage, Greek play, Japanese actors: "Medea" at Edinburgh, 1986 





and/or productions of real musical or musi- 
cological enterprise and interest. 

The newer Italian opera festivals are go- 
ing that way: for example, one at Savona, 
devoted to "authentic" performances of 
comic opera. A terrifying thought, maybe, 
to some people; but not to all of us, and it 
has attracted international interest both 
from performers and audiences. 

One tiny, eccentric festival solves its fi- 
nancial problems by paying nothing to any- 
body. Its opera house is a derelict cloister in 
the small Tuscan town of Batignano. Young 
professionals are invited to take part, for 
nothing, in experimental productions—this 
year a bizarre Neapolitan opera wisely left 
unperformed for three centuries—and they 
come; as do the audiences, a mix of local 
people, city-dwellers on holiday and opera- 
lovers who could see far slicker perfor- 
mances with 5,000 other people if they 
chose, but who prefer something special, al- 
beit second-rate, intimate and fun. 

In Britain, the modest opera festival at 
Buxton, a northern ex-spa town, has taken 
the same line. Now ten years old, the festival 
was founded to build on the restoration of 
the town's miniature opera house. Within 
two years it had lost £100,000 with full-scale 
productions of "Lucia di Lammermoor” 
and "Beatrice and Benedick". The town 
council withdrew its support, complain- 
ing—fairly enough—that opera, in Britain, 
is an elite pursuit. 

Wisely the festival drew in its horns. It 
now specialises in small-scale productions of 
less-known nineteenth-century works. It 
cannot afford even to pay a chorus. But its 
artistic standards are high, and as they have 


risen, it is approaching the point where it 
should be able to market its expertise 
through television co-productions and tour- 
ing. Its deficit is down to manageable levels: 
in 1988 only 996 of its income came from 
public subsidy. 


Snaffle, curb—and horse 


That sort of financial tightness is a useful 
discipline in an artistic world that for many 
years lived—in much of continental Europe, 
always less so in Britain—in the cheery be- 
lief that public subsidy grew on trees. It is 
also a useful reminder to the high-rollers of 
the arts world that costly perfection, though 
desirable, is not indispensable. As G.K. 
Chesterton remarked, if something is worth 
doing it is worth doing badly; and that goes 
for "Don Giovanni’ or Harrison 
Birtwhistle as it does for most other things. 

Yet just as artists are not often accon- 
tants, so the reverse is true. And festi 
face a risk that impresarios or year-round 
cultural institutions do not, if they are al- 
ways to be forced to keep money at the fore- 
front of their minds. 

They are, or should be, at the cutting 
edge of culture. They live on localised bursts 
of creative energy, often enough on one 
man’s driving vision and the enthusiasm it 
can inspire in others. Adventure, eccentric- 
ity, sometimes raging folly are their virtues, 
over-ambition, yes, and sometimes under-re- 
hearsal or a production that falls flat on its 
face not their vices but necessary accidents: 
the festival that never has a horrible failure 
is unlikely ever to deserve a huge success. 
And, for festivals, this week’s blunder can- 
not be redeemed by next week’s triumph; it 
must wait till next year, while the town fa- 
thers and regional subsidisers pick over the 
bones. 

So the festivals have to beware. Tighten 
up too hard on all that frenetic, short ' 
outpouring of energy that for two or tl 
weeks turns some calm provincial city into a 
madhouse, and you can turn a festival into a 
bureaucracy; an institution, not a process of 
creation, that will deserve the gibe that the 
South African poet Roy Campbell once di- 
rected at certain of his country's novelists— 
they use the snaffle and the curb all right, 
but where's the bloody horse? 
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A glow of Cambodian hope 


FROM OUR PARIS CORRESPONDENT 


COUNTRY of 7m people torn by 19 
years of war and terror, which have 
killed perhaps a fifth of the population, in- 
vites a strong dose of caution. Attempts to 
bring peace to it have failed before. Yet, if 
the international conference on Cambodia 
in Paris carries on as it has begun, there may 
ast be a chance of a settlement agreed to 
vy the four Cambodian factions, Vietnam 
and the outside powers. 

After months of preparation, for- 
eign ministers from 17 countries, in- 
cluding Russia, America and China, 
met from July 30th to August Ist at 
the international conference centre 
on Avenue Kléber. Despite some re- 
sistance from the Khmers Rouges, sit- 
ting as one of four equal partners in 
the Cambodian delegation, the min- 
isters unanimously approved a nego- 
tiating programme. This was at once 
taken over by working parties. The 
hope is that a treaty will be more or 
less ready for the ministers to sign 
when they return to Paris on August 
28th. 

The conference also accepted the 
offer of a special participant, Mr 
Javier Perez de Cuellar, the United 
Nations secretary-general, to send a 

t-finding mission to Cambodia. 
This was another welcome sign. Mr 
Hun Sen's government in Phnom 
Penh and his Vietnamese backers 
have hitherto kept the United Na- 
tions at arm's length. Cambodia's 
seat at the UN is held by the anti-Viet- 
namese resistance—a strange troika 
of the charming but volatile Prince 
Norodom Sihanouk, Mr Son Sann, 
an elderly ex-prime minister, and the 
dreaded Khmers Rouges. 

The Vietnamese, who invaded Cambo- 
dia ten years ago, have promised to pull 
their last soldier out before the end of Sep- 
tember. Prince Sihanouk doubts their word 
and says that many Vietnamese troops dis- 
guised as Cambodian soldiers or peasants 
will be left behind. Yet the Vietnamese have 
genuine reasons for going. They have not 
managed to tame the 40,000-50,000-man 
army of the Chimese-backed Khmers 
Rouges. They want to rebuild their econ- 
omy. And they have been under pressure 





from their Russian sponsors to get out. 
Both superpowers are keen for a settle- 
ment. Mr James Baker, the American secre- 
tary of state, and Mr Edward Shevardnadze, 
his Russian counterpart, have made that 
clear. Each superpower can bring its weight 
to bear; through what is described as “an in- 
ternational control mechanism”, to verify 
the Vietnamese withdrawal and guarantee 





A plea from outside the conference 


Cambodian neutrality. Yet there are limits 
to how far they can influence a settlement 
among the Cambodians themselves. Once 
the Vietnamese have gone, the fear is that 
the Khmers Rouges will try to win back the 
power the Vietnamese took away from the 
them. That would mean full civil war. 

Since the key here is China, the speech 
on Monday, by its foreign minister, Mr 
Qian Qichen, was keenly awaited. What 
hint might he give of Chinese readiness to 
let the Khmers Rouges wither on the vine? 
Mr Zhao Zhiyang, China’s disgraced party 
chief, had suggested that his country might 





be willing to back away from its Cambodian 
clients. But that was before the conservative 
crackdown in June which brought his fall. 
Mr Qian waited until his final per 
give only a hint, but it won warm applause. 
After a settlement and full Vietnamese wit 
drawal, he said, China would be ready m to 
join other countries "in undertaking to 
cease military assistance to the Cambodia 
parties". 

The conference's chaituieh are Fra 
and Indonesia. Much of the pops ory 
work has fallen to Mr Claude Martin, the 
Asian director of France’s foreign ministry V 
A small man with black hair and a shy sm 
he got the Cambodians to agree how to sit 
by order of age, behind a long blue plz 
card saying "Cambodia" in big le e 
ters. His hand is also evident in much 
of the "organisation of work”. TH am 
are three working groups. Deleg es 
from all countries attending thee ®) s 
ference sit on each: the five perme 
nent members of the UN Sec ity y 
Council; the six South-East Asian 
countries; Australia, Canada, India 
and Japan; Vietnam, Laos and Ca 
bodia; the UN secretary-general a 
(representing the “non-aligned move- 
ment") Zimbabwe, which did ob 
send a minister. 

The first working party, chaired 
by Canada and India, will aim to draw 
up the terms of a ceasefire and | 
mandate for the international control 
mechanism, in future known as y 
ICM. The 1CM's job would be to en- 
sure that the ceasefire is kept, that 
Vietnamese troops go and that fair 
elections are held. This is a handful 
Mr Hun Sen, whose army holds the 
capital and much of the countrysic e, 
wants a ceasefire in place and ez ch i 
party’s armies reduced where th e 
stand. The resistance would like them 
cut to 10,000 men apiece and brought 
together in an improbable-soundin nj 
four-part ^ army of national 
reconciliation. * 

There is also Vietnam's UN problem. If 
it could swallow its objections, the ICM coulc 
be set up under the UN. Yet it is unlikely tc 
command a peacekeeping force of the size 
that Prince Sihanouk wants and which 
many outsiders think would be needed to 
stop Cambodians from fighting each other. 

The second working group, chaired by 
Laos and Malaysia, has the easier task of dé 
fining guarantees for Cambodia's neutrality. 
The third, under Japan and Australia, will 
discuss how to deal with hundreds of thou- 
sands of Cambodian refugees and how to re- 
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Khieu Samphan drops his objections 


vive the economy. 

A fourth committee, consisting of the 
four Cambodian factions and chaired by 
France and Indonesia, will grasp the fiercest 
nettle of all: an internal Cambodian deal. 
Were Mr Hun Sen and Prince Sihanouk the 
only people involved, this might not be 
quite so hard. In two preliminary meetings 
in Indonesia and three in France, those two 
have narrowed some of their differences. Mr 
Hun Sen even suggested that Prince Siha- 
nouk should become president of Cambo- 
dia, though the two could not agree whether 
he should be a figurehead president, as in 
France’s Fourth Republic, or a real power, 
as in the Fifth. 

The problem is the Khmers Rouges. 
Both Mr Hun Sen and Prince Sihanouk 
want to draw their sting, while differing on 
how to do it. The prince wants them in the 
deal from the beginning. Mr Hun Sen has 
said they should be excluded, though he and 
his Vietnamese patrons have talked as if the 
Khmers Rouges might take some part in a 
provisional government before an election. 
Anyway, whatever Mr Hun Sen and Prince 
Sihanouk agree to, can the Khmers Rouges 
be trusted—or disarmed? Their troops are 
the fiercest in the resistance. The Khmers 
Rouges are not even universally hated: some 
Cambodians think of them as the best fight- 
ers for national independence. 

Their man in Paris, Mr Khieu 
Samphan, broke the hopeful mood of the 
meeting with a furious and bitter speech. 
On Monday he threatened to block agree- 
ment on the working parties. The chairman 
repeatedly asked him to explain why, got no 
proper answer, and finally called an over- 
night adjournment to give the Chinese time 
to work on their clients. By Tuesday morn- 
ing Mr Khieu Samphan had withdrawn his 
objections. Everyone wanting peace in Cam- 
bodia was hoping that this might be a 
precedent. No one dared to assume it. 
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Japan 


What about 
Kaifu? 


FROM OUR TOKYO CORRESPONDENT 


OME of Japan's foremost politicians do 

not want to be Japan's prime minister. 
Not yet, anyway. Tempting as it may be to 
be the leader of an economic superpower, 
they do not want to throw away their careers 
for the sake of a brief moment of glory. That 
is why they threw their weight this week be- 
hind a dispensable younger man, Mr 
Toshiki Kaifu. The 58-year-old Mr Kaifu has 
grabbed his chance. He may yet regret it, but 
the party's older men may just possibly re- 
gret it more. 

Mr Uno was also tempted and took his 
chance. Two months ago he replaced Mr 
Noboru Takeshita, who had been forced to 
resign over the Recruit shares-for-favours 
scandal. Had Mr Uno got the ruling Liberal 
Democratic party through the summer with- 
out further disasters, he would have had the 
chance of a respectable term in office. But 
the party took a terrible beating in the up- 
per-house election on July 23rd, partly be- 
cause of Mr Uno's own scandal over a gei- 
sha. The Socialists have been given a 
glimpse of possible future power. Mr Uno is 
now heading for obscurity, possibly retire- 
ment to his family's sake brewing business. 
Step forward the next prime minister. 

Older members of the party were urging 
14-year-old Mr Shin Kanemaru to lay claim 
to the job. He was Mr Takeshita's mentor 
and is currently caretaker of the Takeshita 
faction while the former prime minister does 
penance for losing the public's confidence. 
An old-style fixer, he has little of the popu- 
lar appeal needed to slow the Socialists' 
steamroller. But it had been thought, until 
he withdrew from the race this week, that he 
would look after the job for the old-timers. 
Unruffled by the events of the past few 
months, they still think that one of their 
number, perhaps ruled out at present by the 
taint of the Recruit scandal, could later take 
over from a seat-warmer like Mr Kanemaru 
when voters start behaving sensibly again. 

The old men have misread the mood of 
Japan. Few have grasped that the opposi- 
tion's string of successes in by-elections, lo- 
cal elections and now the upper-house elec- 
tion is not a. temporary rebuke. The high 
yen and the switch from an export-led to a 
domestically-driven economy have bruised 
most Japanese. Business has begun to under- 
stand this. So have the media and even the 
bureaucracy. But the ruling-party older poli- 
ticians, with their bought seats, find it hard 
to accept that the public will no longer toler- 
ate their old ways. 

Three technical decisions taken by the 
party have tilted the odds against the old 


brigade. The number of parliamentary spon- 
sors needed by a candidate to stand as party 
president (and by tradition become prime 
minister) was lowered from 50 to 20, favour- 
ing politicians with smaller circles of influ- 
ence. If there is more than one candidate the 
new leader is to be elected by a secret ballot 
(instead of an open vote) when Liberal Dem- 
ocratic members of the two houses of parlia- 
ment meet on August 8th. And third, a rep- 
resentative from each of the party's 47 
prefectural organisations is to have a vote in 
the leadership ballot. 

These changes amount to no more than 
a grimaced bow in the direction of reform. 
The main thing is who gets the top job. The 
younger members of the party had begun to 
put their weight behind 52-year-old Mr 
Ryutaro Hashimoto, who has as secretary- 
general of the party for the past couple of 
months won favour with the public. But as 
soon as he began being touted as 
favourite, out came the knives. 

Mr Hashimoto's contemporaries in the 
Takeshita faction—Mr Keizo Obuchi, Mr 
Kozo Watanabe and Mr Ichiro Ozawa, for- 
mer cabinet members who seek to inherit 
the Takeshita faction and, ultimately, the 
party itself—were in no mood to allow the 
upstart Mr Hashimoto snatch the plum job. 
After a hurried meeting on July 30th, the 
Takeshita faction announced that it would 
not be fielding a candidate. The unlucky Mr 
Hashimoto claimed he never wanted the job 
anyway. 

Not so Mr Toshio Komoto, a 78-year- 
old former shipping magnate who heads the 
smallest Liberal Democratic faction. Mr 
Komoto has had his eye on the prime 
ministership ever since he was beaten for 
the job by Mr Yasuhiro Nakasone in 1982. 
But at mid-week, yielding to pressure from 
his peers, Mr Komoto put aside this ambi- 
tion. Instead, he agreed to sponsor his ' 





Kaifu waits for lightning to strike 


THE ECONOMIST AUGUST 5 1989 





nior faction colleague, Mr Kaifu. 

By late Thursday, with so many of the 
party's dithering leaders behind him, things 
were moving Mr Kaifu’s way. Even his ad- 
mission that he had received ¥14m 
($100,000 in current money) in political do- 
nations from Recruit up to 1988 has failed 
to dim his prospects. The sum is considered 
paltry. Mr Kaifu is regarded as one of the 
cleanest men in Japanese politics. 

Mr Kaifu has served ten years in the 
lower house. He has twice been minister of 
education. Though lacking in heavyweight 
experience, Mr Kaifu could yet surprise his 
backers. He could turn out to be a more as- 
tute politician than the party bosses bar- 
gained for—and not just a seat warmer. 
Back in April, when Mr Takeshita was still 
prime minister, The Economist picked Mr 
Kaifu (along with Mr Hashimoto and Mr 
Ozawa) as one of the brightest of the Liberal 

nocrats’ "new-new-leaders". Because of 

Komoto faction’s small size, we said that 
“lightning would have to strike for him to 
make it to prime ministership". Distant 
thunder was rumbling in Tokyo this week. 





Sri Lanka 


Time for tea 


FROM OUR COLOMBO CORRESPONDENT 


T WAS to be the day when the last Indian 

soldier left Sri Lanka. That country’s 
President Ranasinghe Premadasa had de- 
manded it in a speech back in June. The In- 
dians must go by July 29th, he said, the sec- 
ond anniversary of the arrival of the troops 
sent in to help bring peace to the island. 

In the event only 600 Indians left, out of 
the 45,000 stationed in Sri Lanka. Even 

-- ^ir departure aroused doubts. A ragbag of 
. as and men from the artillery corps 
boarded a troop carrier in the north-eastern 
port of Trincomalee with little of the formal 
ceremony expected of such a departure. 
They looked like assorted soldiers taking a 
few days’ leave rather than a unit going 
home, its job finished. 

Sri Lanka's state-run television and 
newspapers made the best of it, hailing the 
withdrawal as a "great victory” for the presi- 
dent. [n fact it was the sad climax to an ill- 
thought-out demand by Mr Premadasa. Had 
he said nothing, the chances are that India 
would have withdrawn 22,000 of its troops 
by now. That was its plan. India does, it 
seems, want to get out, but at its own pace 
and with dignity. President Premadasa has 
made the pullout an issue of stubborn pride 
between the two countries. 

He has correctly assessed the attitude of 
Sri Lanka's Sinhalese majority towards the 
Indians: they dislike having them in the 
country. In the south the nationalist extrem- 
ists known as the JVP are trying to bring 
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A few Indians leave after Premadasa’s “or 


down the government on the patriotic issue 
of the Indian “invasion”. Then there are 


the Tamil Tigers, who for 17 years have 


been fighting for a separate state in the 
north-east of the island. Mr Premadasa be- 
lieves he can control the Tigers, if the Indi- 
ans will stop hunting them down. 

The president, as commander-in-chief 
of the Sri Lankan army, was apparently pre- 
pared to order his soldiers to confront any 
[Indians still in the country after July 29th 
who had not confined themselves to bar- 
racks. A small-scale fight would win him Sin- 
halese support, and international sympathy 
for a small nation being bullied by a bigger 
neighbour. No way, said his army command- 
ers; they vetoed any confrontation, limited 
or otherwise. Fifteen thousand ill-equipped 
Sri Lankan soldiers in the north-east were 
clearly unable to eject an Indian force three 
times their size. Sri Lankan officers were 
told by their commanders to invite their In- 
dian counterparts into their camps for tea 
and a friendly chat. 

All Mr Premadasa got in the end was In- 
dia's offer of a token withdrawal, together 
with talks to try to settle other matters. The 
talks, which took place in Delhi this week, 
have so far yielded nothing. India seems de- 
termined to keep at least some soldiers in Sri 
Lanka until it is satisfied that the Tamil- 
dominated regional government it has 
helped to establish in the north-east is se- 
cure. India fears that Mr Premadasa wants 
to dissolve the region's government and al- 
low the Tigers a free hand there. 

The jvP continues to harass Mr 
Premadasa. On July 28th it organised a big 
demonstration against the government. The 
security forces reacted brutally, shooting 
dead 129 people. The JvP's power is grow- 
ing. Its trade union arm can, and does, bring 
the country to a standstill. It is demanding 





"truth" in the media and is believed to have 
been responsible for the murders of a broad- 
casting chief and a television presenter. It 
wants Sri Lankans to be told the Jv is here 
to stay and that it is doing its best to ensure 
that the government and the Indians are not 
around for much longer. 





America and South Korea 


The art of 
conceding 


FROM OUR EAST ASIA CORRESPONDENT 


HE South Koreans have had much to 
occupy them over the past two weeks: a 
flood, an air crash, a hunger strike and a spy 
scandal among other things. This has dis- 
tracted their attention from the goings-on 
with their most important ally. Yet the news 
from America is, for a change, mostly good. 
At the beginning of the year it looked as 
though Korea's dealings with the United 
States might come to resemble those of the 
Philippines. Opposition to the presence of 
American troops was growing, partly be- 
cause of resentment that America was 
putting pressure on Korea to take more of 
its exports. Koreans were giving credence to 
an old tale that America had a hand in the 
Kwangju massacre in 1980. In half a year, 
things have come to look rather different. 
Mr Donald Gregg, who used to be the local 
CIA station chief, is finding his ambassador- 
ship less of the sour plum it once seemed. 
South Korea's great concern is trade. It 
desperately needs to keep America's market 
open to its exports; and it wants to stop the 
Bush administration from acting against Ko- 
rea's own barriers. Assiduous lobbying 
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HEN trouble ee India and 










coming to the boil in March, the Indian 





and. asked to speak to King Birendra. 
Sorry, he was told, the king has gone on 
a hunting trip and can’t be reached. 
That, at any rate, is Mr Gandhi's ex- 
planation for his inability to settle the 
. quarrel between the two countries before 
- it got to its present intractable state. 

= An indignant Nepal said this week 
~ that the king was indeed away from Kat- 
. mandu for two months, checking on 
` development plans in a remote region. 
| But of course the royal camp could have 
^ been contacted by telephone. No one 
' could remember Mr Gandhi's call. Nepal 
. was “surprised and amazed" by his story. 
À communications problem? Anyone 
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elped to keep Korea off the list of alleged 
unfair traders named in the spring under 
America's new trade law. Korea sent several 
people to Washington to plead its case, in- 
uding its articulate trade minister, Mr Han 
Seung Soo. To help things along, it used a 
run of convincingly bad statistics to feed the 
press with Korea's hard-luck story. 

|" To buy peace, though, President Roh 
Tae Woo's government has had to make 
concessions on an unexpectedly broad 
range of issues—from foreign investment in 
Korea to customs reform. Korea already has 
amore open market than Japan did at a sim- 
ilar stage of development. Japanese diplo- 
mats say that Korea’s liberalisation has gone 
as far in the 1980s as Japan's has in three 
ecades. 

. The other great issue between Korea 
nd America is what to do about the 43,000 
merican troops stationed on Korean soil. 
Jntil this year, neither side had thought it 
ecessary to change the arrangements that 
ave been in place since the Korean war. 
he Americans assumed they would be in 
orea forever, and made themselves com- 
ortable in an enormous base in the centre 
f Seoul, complete with golf course. Mr Roh 
ae Woo's government agrees that, to help 
orestall an attack from communist North 
orea, the Americans will need to stay in 
he South indefinitely—but on slightly dif- 
erent terms. | 
Negotiations have started to get the 
uerican troops out of the centre of town 
nd to update the rules that govern their 
tay in Korea. Mr Bush has made it clear 
hat he has no plans to call back his men 
rithout South Korea's agreement. But al- 
hough the Americans are likely to stay put 
or the life of the. Bush administration, they 
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Nepal over a trade dispute was 


prime minister, Mr Rajiv Gandhi, tele- 
phoned the royal palace in Katmandu 
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CEEE EOE E SEE, 


familiar with Indian telephones, with 
their crossed lines, wrong numbers, 
background noise and general eccentrici- 
ties, will not be surprised at all. 


will not do so for ever. The United States 
wants to save money. Korea will either have 
to pay more for the troops’ upkeep or accept 
fewer of them. Mr Choi Ho Joong, South 
Korea’s foreign minister, heard this message 
loud and clear when he visited Washington 
last week. 

A few clouds are on the horizon. One is 
technology. South Korea is keen to invest in 
the  high-value-added businesses—cars, 
semiconductors,  aerospace—that have 


caused much anguish between lapan and 
America. In an echo of the FSx quarrel 





Time to talk the same language 
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fighter aircraft off the shelf, but would like 
to help make them. _ 

Another source of anguish will be agri- 
cultural trade. Under pressure from Wash- 
ington, South. Korea has announced plans 
to open up its market. But if America's beef- 
farmers and rice-growers have their way, 
liberalisation will come quicker, and in big- 
ger doses. Korea's own farmers, fast turning 
into a formidable lobby, will do their best to 
slow it down. 


—— 


China 


Ignorance is bliss 


R ZHAO ZIYANG, China’s former 
party boss, and his close associati 

"counter-revolution" are not the only n 
bers of China's Communist party to find 
themselves in the dog house. On July 28th 
the Politburo ticked off party officials who 
had used political connections to wangle 
good jobs for their offspring. It issued new 
rules banníng the spouses, sons and daugh- 
ters (and their spouses) of members of the 
Politburo, the party secretariat and the 
State Council (the cabinet) from engaging 
in "commodity circulation" (ie, buying or 
selling things) or from working for compa- 
nies that do. Ány who already hold such 
jobs must give them up by September Ist. 

One of the chief criticisms that the stu- 
dent protesters in Tiananmen Square made 
of the party, before artillery and rifle fire 
drowned out their protests in June, was that 
corruption and nepotism were flourishing. 
They complained in particular that the sons 
and daughters of senior party men were 
trading on dad's connections to get lv^77 
tive jobs for themselves. Some were alsc 
ing their family connections to get juicy con- 





tracts for the companies that hired them 


(which is presumably why they were hired). 

Of course, it helps that Mr Zhao was 
party boss at the time, so criticism of party 
practices reflects badly on him. The new 
party leadership is trying hard to find evi- 
dence to blacken Mr Zhao’s name. 

The party disciplinary commission is 
pressing on with its mammoth task of weed- 
ing out wrong-thinkers (meaning those who 
supported Mr Zhao) among the 47m or so 
party members. The lower party ranks have 
been deluged with documents from the cen- 
tre, mainly the speeches made at the party 
Central Committee meeting which de- 
nounced Mr Zhao and stripped him of his 
jobs. But, according to reports in the Hong- 


kong press, the one speech omitted from the 


bundle.was that by Mr Zhao in his own de- 
fence. The omission has caused some mut- 


. tering. There is apparently a feeling that Mr 
Zhao should a at Vent be allowed c to state his 
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case, errors and all. 

Perhaps the party's leaders were only 
trying to lighten the ideological reading load 
of ordinary members. According to figures 
published in the official Chinese press last 
year, only a quarter of party members were 
educated to senior high school level or 
above. About 25m (a little over half the par- 


tys members) were from the countryside, 
and of these about half had only primary 
school education, while 3.5m were illiterate. 
At least the party people who cannot read 
are relieved of the added burden of studying 
the latest volume of "Selected Works of 
Deng Xiaoping", due to be published 
shortly. 





Afghanistan 


Unpalatable truths 


E) rs than a frank exchange, we 
came to no result at all." Well, you 
can't be franker than that. In Stockholm Mr 
John Kelly, an American State Department 
official, was bleakly summing up his two 
days of talks on Afghanistan this week with 
a Russian negotiator, Mr Nikolai Kozyrov. 
The Russians, who have shipped vast 
quantities of arms to the communist regime 
in Kabul in the five months since their 
troops pulled out (more than $200m-worth 


a month, according to Mr Kelly) asked 
America to agree to a combined halt in 
weapons deliveries. But the Americans, 
though discomfited by the poor showing of 
the anticommunist mujaheddin guerrillas 
since the Russians left, want to give them 
one more chance to overthrow the Kabul 
government by force. America is arming 
them accordingly. 

The chances of a victory by arms do not 
look good. The alliance of seven muja- 


OUR leaky boat arrives in Hongkong, full of refugees who have made the 
perilous journey from Vietnam. Ahead of them is an unwelcoming reception, 
detention in an overcrowded camp, followed by interrogation to decide whether they 
are "genuine" refugees or are simply in search of a better life. Hongkong wants to send 
the "non-genuine" ones back to Vietnam, but Vietnam and Britain have not yet 
agreed on a deal for their repatriation. So far Vietnam has taken back only volunteers. 

This week America again let Britain know that it thinks sending the Vietnamese 
back against their will would be wrong. In the camps some boat people have said they 
will commit suicide rather than return. Britain, aware that its reputation for decent 
behaviour is at risk, appears to be thinking again about its earlier policy of repatriating 
those who, as it nervously put it this week, are “not active volunteers”. 











How about a deal with Najibullah? 





heddin parties based in the Pakistani city of 
Peshawar appears to be tearing itself apart. 
On July 9th 30 mujaheddin belonging to a 
moderate Islamic party, Jamiat-i-Islami, w 
ambushed and killed by members of a m 
radical Islamic group, Hesb-i-Islami. On Au- 
gust 2nd the feud deepened. Four members 
of the Hesb were killed in an attack which 
was blamed on the Jamiat. In the age-old tra- 
dition of Afghan blood feuds, it is unlikely 
to end there. 

Ideological differences are only partly to 
blame. Mr Gulbuddin Heckmatyar, who is 
the Hesb-i-Islami leader, accuses Mr Ahmad 
Shah Massoud, a senior Jamiat commander, 
of making a deal with President Najibullah. 
The accusation could be partly true. Many 
field commanders are said to have reached 
local pacts with the communist regime. 
They get arms and food in return for a halt 
in the fighting. 

Getting these local commanders to go 
back to serious fighting will not be easy. 
Now that the infidel Russians have been 
forced to depart, some guerrillas’ enthusi- 
asm for attacks which risk their lives, or 
those of civilians, has cooled. While tl 
still reject the idea of an Afghanistan heac.. .. 
by Mr Najibullah, many are attracted by the 
idea of a negotiated solution—if one can be 
found. 

The Najibullah regime has grown more 
cocky. On August 2nd one of its senior offi- 
cials, Mr Mahmood Baryalai, said he was 
sure the Afghan army could defeat any at- 
tempt by the mujaheddin to starve Kabul 
into submission. The mujaheddin are trying 
to demoralise the city's defenders with 
rocket attacks. But the main effect of these 
may be to undermine sympathy for the 
mujaheddin among Afghan civilians. 

Reporting such unpalatable truths has 
turned into a risky business for journalists 
covering the war. Truthful, but unflattering, 
coverage of the guerrillas’ predicament by 
the western press and by the BBC's pro- 
grammes in Pushtu has angered many 
mujaheddin and has led to threats against 
visiting journalists from the once-hospitable 
Afghans. 
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Obscenity or censorship’? 


WASHINGTON, DC 


MAN has the right to put his fist up a 
consenting man’s backside, in private; 
a third man has the right to photograph the 
act; a gallery has the right to show the pho- 
tograph to the public and call it art. But does 
the taxpayer have the right to stop his dol- 
lare paying for the exhibition? Put that way, 
ator Jesse Helms’s amendment to pre- 
vent federal financing of “obscene and inde- 
cent art” sounds reasonable. But neither Mr 
Helms nor his opponents put it that way. 
The debate has quickly degenerated into an 
unwinnable argument between those who 
object to obscenity (most people) and those 
who object to censorship (most people). 
Three cases of "shocking", taxpayer- 
supported, art have led to the bust-up. The 
first was the Art Institute of Chicago’s ex- 
hibit that invited the viewer to tread on an 
American flag. The Illinois legislature 
voiced its displeasure by reducing the insti- 
tute’s grant from $70,000 to $1. The second 
was an exhibition in Winston Salem, in Mr 
Helms’s home state of North Carolina, 
which featured a picture by Mr Andres Ser- 
rano of a crucifix in a bucket of urine. It was 


intended as a comment on the commercial- 


isation of religion, apparently. 
Neither piece could be considered great 

: by even the most enthusiastic admirer. 
ie third case presents a harder choice. 


Robert Mapplethorpe was, before his recent 
death from AIDS, among the finest art pho- 


tographers of his generation. His exhi- 
bition "The Perfect Moment”, put 
on by the University of Pennsylva- 
nia's Institute for Contemporary Art, 
is a perceptive portrayal of life in New 
York "from Lower Bohemia to Upper 
Intelligentsia”, with all its recurrent 
themes of sex and race and violence. 
When the exhibition was about 
to move to Washington in June, Mr 
Helms and others objected because of 
the presence in the show of several 
photographs from Mr Mapple- 
thorpe’s “x portfolio”, many of 
which depicted homosexual sex, in- 
cluding the one described above. The 
exhibition, cancelled by the Corco- 
ran gallery, was picked up by a private 
group, and has attracted 18,000 visi- 
tors in ten days. It will go on to Hart- 
ford, Berkeley and Boston, assured by 
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its notoriety of large crowds. 

All this happened just as Congress was 
considering how much money to allocate to 
the National Endowment for the Arts (NEA). 
The House of Representatives was content 
to deliver a symbolic reprimand to the en- 
dowment by reducing its budget by $45,000, 
the amount of the two grants to the North 
Carolina and Pennsylvania institutes. On 
the Senate floor Mr Helms struck harder. 
Since no member dared contradict him 
when he argued against these ghastly ob- 
scenities (and few were present anyway), his 
amendment to the funding bill sailed 
through. 

The amendment’s wording is vague. It 
outlaws indecent materials “which deni- 


grate the objects or beliefs of adherents of a 
particular religion or non-religion’”—a 
phrase that could arguably include dissident 
















Down with art 
National Endowment for the Arts spending 
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Chinese art or a Smithsonian exhibition on — 
evolution. Probably it will not survive, since ` 
Mr Helms will not be present at the confer- - 
ence with the House when the two versions — 
of the bill are reconciled. 

Yet, to judge by the clearing of throat 
of the few who were on the Senate floor 
when “nay” votes were being called for, the 
amendment is popular in the country. More 
people say no than yes when asked in opin- 
ion polls if taxpayers should support art at — 
all—let alone indecent art. The American — 
government is not generous to its artists. — 
Most federal money for the arts flows | 
through the NEA, which this year distributed - 
$169m (the British government, by contrast, - 
is giving the arts $724m this year). 

In real terms this is much less than when - 
President Carter left office. Mr Reagan tried < 
unsuccessfully to get rid of the endowment — 
(and the one that helps finance the human- — 
ities), but was thwarted in part by his own 
task force which found "a clear public | 

purpose in supporting the arts" and. 
argued that private giving to the 
arts—America’s great traditional 
strength—was enhanced, not re 
placed, by a flow of federal funds. On 
average, each federal dollar s 
matched by $5 from private (or, toa 
lesser extent, state and local) sources. 

Complaints like Mr Heldig a è 
not new, but the readiness of the con- 
servatives to intervene in social poli- 
cies is new (conservatives used to be 
libertarians). In 1975, when Mr. 
Helms complained about something 
he found offensive, Nancy Hanks, 
who was Richard Nixon's appointee | 
to chair the endowment, replied. 
firmly: ' Nurturing the broad range of. 
the nation’s creativity is far more im- 
portant than the few tempests that — 
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965, it was the conservatives who worried 
bout government control and were keen 
the system, adopted by Congress, of peer 
view of grant applications by experts. 
. The endowment thus became a buffer 
etween artists and the government. Mr 
hn Brademas, the president of New York 
iversity, who as a congressman wrote the 
gislation creating both endowments, 
nts to how few of the decisions taken by 
se peer-review panels have been conten- 
is: about 20 out of 85,000. Even this ex- 
ates the difficulties. Two of those 20 re- 
- badly on the complainers rather than 
rtists. The Vietnam War Memorial’s 
-simplicity offended some; and Jona- 
Miller's production of Rigoletto (set in 
50s ltalian-gangster community) of- 
ded an Italian-American congressman, 
lario Biaggi, who was later found guilty 
ttle mild corruption himself. 
The system, in other words, ain't broke 
ugh to need fixing, especially if the fix is 
first step, however tentative, on the road 
sorship. But is it? Mr Samuel Lipman, 
blisher of a journal called the New Crite- 
n, is one of the rare few who argues for a 
iddle position. He says that the whole 
point of avant-garde art is that it tests the 
limits of acceptance: if federally supported, 


_ WASHINGTON, DC 


Å MENDING the constitution is not 
] & A something that one is supposed to 
-do lightly. Yet President George Bush 
seems to relish the task. He has already 
‘called for more constitu- - 
tional amendments than 
has any other modern presi- 
ent. He wants the con- 
titution to ban abortion, 
alance the budget, give 
im a line-item veto over- 
pending, allow school prayer 
and preserve the flag from burn- 
ing. 
- He called for the last after the 


"T 


wave of populist rage to carry his point. 


The House of Representatives, reflecting 
a deep-seated reluctance among voters to 
tinker with the constitution, is resisting. 


And when the NEA was founded in 










Supreme Court said that flag-burning | 
was free speech. He expected a quick f 


Things have not worked out that way. 


Instead of an amendment, the House - 


Uim Term cet in 


-it is institutionalised provocation. — - oe 
Nothing wrong with that. Left to private 


financing, there is little doubt that much 
good art would have all but withered in 
America. The relentless drive towards the 


-mushy middle, the repetition of successful 


formulas rather than experimenting with 
new ones, the terror of risk-taking by ad- 
vertisers, are turning television and radio, 
most of the film industry and a good deal of 
publishing into a cultural wasteland of re- 
petitive mediocrity. Commercial pressure is 
a greater threat than puritanism to artistic 
innovation in Ámerica. 

But, if federally supported avant-garde 
art consists of forcing new ideas down the 
public's throat, artists should not be sur- 
prised to find that occasionally the public 


will gag. Mr Lipman argues that the arts. 


community could easily have said, "yes, we 
agree the Serrano exhibit and some of the 
Mapplethorpe photographs go too far, but 
most of the things we do are deserving,” in- 
stead of making a stand on the right to free 
expression. It is not, he says, an issue of free 
speech, unless to speak freely requires gov- 
ernment money, which in a pluralist society 
it does not. 

Mr Lipman has had letters of private 
support for his position, but few artists are 
prepared to back him in public. In the NEA’s 


b threatening to turn it into a doc- 
^. ument like the California con- || 








| stitution, festooned with elabo- | 
_ . rate privileges. 208 E 





ent should nance, | 
should finance the 


arises, it is turned into an issue of censor- 
ship. And in taking his extreme position, 
Mr Helms has united the opposition. 

Mr Brademas says the government's job 
is to build a structure that can support the 
arts, make it accountable, and leave it to get 
on with the job. The NEA is accountable. 
The peer-review panels have rotating mem- 
bership and are open to public pressure. 
The endowment's chairman is appointed by 
the president and confirmed by the Senate. 
Mr Bush has said he will nominate Mr John 
Frohnmayer, an Oregon lawyer and accom- 
plished amateur singer, who was chairman 
of the Oregon Arts Commission for four 
years. He will be assured of lively confirma- 
tion hearings. 





The states BECOME 
Passing the buck 


RESIDENT BUSH went out of his way 
& to flatter the state governors when he 
spoke at their annual conference in Chicago 
on July 31st. He invited them to a summit 
meeting on education in late September, 
noting that this would be only the third time 
that a president had called the governors to- 
gether for such a discussion. He declared 
that the states were a new force in restoring 
America's international competitiveness. 
And, as is his habit, he promised to work 
with the governors to forge a national 
consensus. 

Yet 30 of the 50 governors are Demo- 
crats. Many have been brave enough in 1’ 
past two years to propose the measure tl 
Mr Bush likes least: higher taxes. One such , 
sitting grimly in the audience, was Mr 
Bush's presidential rival, Governor Michael 
Dukakis of Massachusetts. Republicans are 


_ fond of attacking "Taxachusetts" as an illus- 
tration of Democratic folly. So why—apart 
"from his disposition to be nice to 
< everybody— was Mr Bush so full of praise? 
*, The answer is money. Long ago the divi- 
^]. sion between federal and state governments 
| was simple: the feds did defence and foreign 
A policy and the states did everything else. In 
| 1930 state and local governments spent 
>f © twice as much as Washington. These pro- 
| . portions were reversed over the next 50 


Judiciary Committee voted on July 27th. 
for a bill that would outlaw flag-burning. - 
he whole House is likely to follow suit _ 
1 September. The Speaker, Mr Tom Fo- 
ley, is all for a statute. He says that to. 
amend the constitution lightly is a dan- -~ 
gerous precedent, and that Mr Bush is 


.. years as the federal government moved into 
| transport, health, and welfare. Then came 
_. President Reagan, who deliberately set out 

' toturntheclockback. — —— ii 
e Domestic federal spending declined as a 
| _ share of GNP. Federal grants to state govern- 
- fe third . The states picked 
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up part of the burden; their spending, which 
' 'been falling in the 1970s, rose as a share 

NP. And their bureaucracies increased 
far faster than Washington's. 

Many governors think that this devolu- 
tion of power and responsibility was forced 
upon them by the paralysis in Washington. 
The outgoing chairman of the National 
Governors' Association (NGA), Governor 
Gerald Baliles of Virginia, said that though 
state governments were willing to work with 
Washington, they would not wait for it. 
Many bright young governors, including a 
clutch from the once benighted Southern 
states of Mississippi, Arkansas and Louisi- 
ana, are busier than the commerce secretary, 
Mr Robert Mosbacher, at encouraging new 
investment, often from overseas, to develop 
their economies. In this new assertive mode, 
the NGA has issued six reports on how to 
make America competitive. 

Increased devolution may turn out to be 
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the saving of the federal budget. But the new 
federalism carries its own dangers. One is 
that Congress could fall into the happy-go- 
lucky habit of passing new laws that require 
extra spending but leave the states to pick 
up most of the tab. Recent examples include 
the expansion in old-age health insurance, 
the health programme for the poor, and the 
Senate's proposed child-care bill. 

Then there are certain policy decisions 
that are best decided above state 
level—which is partly why the federal gov- 
ernment became involved in the first place. 
The environment, taxes, energy and trans- 
port are four areas in which a common pol- 
icy makes sense. On tax policy, for instance, 
a number of states have found themselves 
being played off against each other by inves- 
tors in search of the biggest possible tax 
breaks. As Europe learns the need for com- 
mon policies, it would be a pity if America 
unlearnt it. 





ide unions 


Battle at Smyrna 


ST LOUIS 


IX years ago, when Nissan announced 

the opening in Smyrna, Tennessee, of 
the first wholly-owned Japanese car factory 
in the United States, more than 100,000 
people applied for 3,000 jobs at the plant. 
Smyrna is in a rural, conservative area of a 
state that is well-endowed with anti-union 
laws. And Nissan psychologists screened the 
applicants for their willingness to submit to 
authority, submerge their own identities 
and place the company’s interests above 
their own. 

It was no surprise, therefore, when the 
United Auto Workers (UAW) lost an elec- 
tion last week to represent assembly workers 
by a vote of 1,622 to 711 (it was odder, in 
fact, that one third of the carefully chosen 

“technicians” dared to challenge the estab- 
lished order). Yet the vote has been 
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characterised as the beginning of the end for 
the UAW and organised labour. 

Union membership in the United 
States has declined as a percentage of the 
workforce as the economy shifted into the 
service sectors. The UAW has lost a third of 
its members through redundancies. And it 
has failed to organise workers in other Japa- 
nese-operated factories, for example the 
Honda plant in Marysville, Ohio. 

The Nissan-UAW fight is just one inci- 
dent in an larger war between the foreign- 
owned companies that increasingly invest in 
the United States and the trade unions, 
which welcome the jobs but not the manage- 
ments which they often depict as brutal and 
unfair. And although the clashes between 
Asian companies and American workers 
have monopolised the headlines, the more 
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bitter battles are with European concerns. 

Asian investors, who are used to sub- 
dued workers, bring their traditional man- 
agement methods to America: these include 
speeded-up assembly lines and the repetitive 
movements which American workers say | 
cause them i injuries. But at least they behave 
the same way in America as they do at home. - 
European companies, say the unions, - 
change their approach to workers once in- 
the United States, doing, or trying to do, 
things they could never do at home. 

Mr Joe Uehlein, director of special 
projects for the AFL.CIO's industrial section, 
cites Electrolux. The company, he says, has - 
good relations with its unions in Sweden but 3 
is trying to break the United Steelworkers in 
Springfield, Tennessee. ‘Te’ s like Dr Jekyll 
and Mr Hyde", he said. “So many of these 1 
companies have a frontier mentality when 
they come to America.” 

Some labour leaders claim that these 
tactics are a dress rehearsal for post-1992 - 
Europe. Using techniques that they have 
perfected in America, the companies will 
shift production to areas of Europe where | 
they hope to be able to keep the unions out. — 
One labour official holding this view is Mr — 
Richard Leonard of the Oil, Chemical and - 
Atomic Workers (OcAw). His union is em- - 
broiled in a five-year struggle with BASF, the 
giant West German chemical company, over - 
its plant in Geismer, Louisiana. Union - 
members were locked out of the plant in 
1984. | 

Since then the OCAW has fought an ag- 
gressive campaign against the company. It _ 
has formed an alliance with environmental- 
ists to condemn the BASF plant as "Bhopal 
on the Bayou". The union has also got to- 
gether with its German counterparts and - 
the Green party, taking its fight directly to - 
Germany. It has picketed BASF shareholder - 
meetings in Ludwigshafen, and has embel- - 
lished its media campaign with German vid- — 
eotapes and literature. The labour move- - 
ment, Mr Uehlein hopes, is adapting to the 
international economy. r 
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Blacks in their place 


HITE Americans oppose racial 

discrimination—except when it 
affects them personally. The result? 
Their continuing resistance to social 
change, subtle or crude, has helped to 
block the transformation of black Amer- 
ica that began half a century ago. This, 
roughly, is the thesis of an impressive 
study by the National Research Council 
(“A Common Destiny”, edited by Ger- 
ald Jaynes and Robin Williams; National 
Academy Press; $35) which analyses the 
condition of blacks in American society 
since the second world war. 

The glass is half full, say the editors, if 
the status of blacks today is measured by 
progress they have made since 1939; it is 
half empty if measured by the disparities 
between blacks and whites that still per- 
sist. In the 1940s and 1960s the gap be- 
tween the two was closing; since the early 
1970s, the economic status of blacks rela- 
tive to whites has either stagnated or ac- 
tually got worse. 

The social barriers that check black 
America's economic advance—residen- 
tial segregation (meaning school segrega- 
tion as well), exclusion from the net- 
works that lead to economic and 
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Which, once, was even worse 


educational opportunities, the continu- 
ance of diffuse and often indirect 
discrimination—have always been there. 
But many blacks vaulted over them when 
the economy was growing fast in earlier 
years: when the economy slowed down in 
the mid-1970s, black America found it- 
self left behind, on the wrong side. Thus 
the dismal statistics: black crime, the 
shameful rate of black infant mortality, 
the two-fifths of black children who live 
below the official poverty line. 

Black and white Americans, meeting 
at work, go home to separate lives. Resi- 
dential segregation in metropolitan areas 
is nearly as high in the 1980s as it was in 
the 1960s. The editors calculate that, at 
the present rate, it would take 60 years 
for blacks to catch up with the current 
rate of integration between whites, His- 
panics and Asian Americans. 

The colour-blind society that idealists 
(and Republicans) speak of is out of 
sight. Segregation and the very low rate 
of intermarriage ensure the continued 
existence of distinct racial groups. Noth- 
ing wrong with that. What is wrong, as 
this book documents, is that one group 


should be stuck so far behind the other. 


High school graduates 
enrolled in college by race 
* of race 


Whites' opposition to black-white contact 
% of respondents opposed 


1940s 


Type of contact North South 1980s* 


Intermarriage 96 
Residential 82 
Schools 58 
Jobs 30 





Civil rights 
By the colour of 
his skin 


R WILLIAM LUCAS, a competent 
self-made black Republican, is just 
the sort of man the administration is look- 
ing for. But Mr Bush's attempt to appoint 
him assistant attorney general for civil rights 
failed this week when the Democratic major- 
ity in the Senate Judiciary Committee voted 
his nomination down. Curiously, the debate 
in the committee was a topsy-turvy echo of 
the national debate over civil rights. 

Democrats generally believe that blacks 
deserve assistance in advancing their ca- 
reers. Republicans, broadly speaking, Ei 
civil-rights laws should merely ensure eq 
ity of opportunity. Mr Lucas rose to high po- 
litical office in Michigan from the streets of 
Harlem. To have proven himself so admira- 
bly against the odds might argue to a Demo- 
crat that he deserved an even better job on 
the grounds of skin colour alone. 

Yet the Democrats on the committee 
took the view that Mr Lucas's skin colour 
was irrelevant. He had not proved that he 
knew enough about civil-rights law, having 
never done a job in the area. He had never 
even practised law. He failed under ques- 
tioning to reveal any understanding of the 
difference between de facto and de jure 
discrimination. This, said the Democrats, 
rendered him unqualified. 

It was left to Republicans to use the ar- 
gument that Mr Lucas deserved the job be- 
cause he was black, not because he was qual- 
ified. “We ought to give this black man a 
chance,” said Senator Strom Thurmond, a 
Republican who changed parties in 
1960s because of his opposition to wivu 
rights. 





Sears Tower 


A tall tale 


CHICAGO 


EARS, ROEBUCK, America's biggest 

retail chain, has not been doing well. 
Stagnating sales, falling profits, a not alto- 
gether profitable diversion into financial 
services—all are signs of a retail group that 
has been losing out to brasher newcomers. 
Last autumn Sears adopted a new strategy 
that has yet to prove itself. It lowered the 
prices in all its shops. It plans to slim down 
its non-retail activities and to cut its staff. 
And it is cashing in one of its biggest invest- 
ments by selling its flagship headquarters 
building, the Sears Tower in Chicago. 

The 1,454-foot tower was completed in 
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1974, since when it has been officially desig- 
nated the world’s tallest building (Toronto’s 
Canadian National Tower is taller, but its 
top is a broadcasting antenna). Sears origi- 
nally hoped that this cachet would persuade 
buyers to pay $1.2 billion for the tower. But 
office space in Chicago is not as scarce as it 
once was. Moreover, Sears undercut its own 
asset by deciding to move its 6,000-strong 
retail headquarters staff, who occupy the 
bottom half of the tower, to a new building 
in the Chicago suburbs—though it gouged 
some $60m of aid for the move out of the 
state of Illinois by pretending to look also at 
sites in North Carolina and Texas. 

The difficulty of finding new tenants for 
half the tower pushed initial bids for it in the 
spring down to the $800m-mark. But Sears 
is now understood to have persuaded one 
bidder, the Reichmann brothers’ Toronto- 

ed group Olympia & York, to raise its 

'r to just over $1 billion, in part by con- 
ceding that the tower’s name can be 
changed. The deal is expected to be an- 
nounced soon. 

Why is the name so important? The 
publicity-shy Canadian firm, the world’s 
biggest office landlord, does not want a 
Reichmann Tower. But it reckons that 
many tenants may well pay more to have 
their name on the building. A Chicago ru- 
mour has the Maxwell Communications 
Corporation as a potential tenant. Mr Rob- 
ert Maxwell has never been shy of naming 
anything after himself (his latest namesake is 
a Bulgarian management school), but insid- 
ers say that there have been no discussions 
between him and the Reichmanns. 

One hitch is that the tower may not be 
the world’s tallest building for long. There 
are several plans on the drawing-board for 
taller buildings in America, including one in 
New York by Mr Donald Trump, whose 

desty in spreading his own name is at 

st the equal of Mr Maxwell’s (this year’s 
“Tour de Trump” bicycle race, for in- 
stance). And a proposal that has already 
gone beyond the planning stage and is cur- 
rently before local authorities would place 
the new world's tallest about 300 yards away 
from the Sears Tower. 

This new 1,584-foot tower, which 
thanks to its thinness would have only half 
as much floor space as Sears's, is planned by 
Miglin-Beitler, a local development group 
that already owns two other towers. They 
hope to start work next spring and finish by 
late 1992. Some nifty financial backing 
which they gave to the campaign of Chica- 
go's new mayor, Mr Richard Daley, could 
speed up the necessary approval. Most 
Chicagoans—apart from estate agents who 
brood gloomily over a growing office-space 
surplus—seem to like the proposed tower. 

But the prospective owners of the Sears 
Tower need not despair. A little-noticed fea- 
sibility study, requested by one of the bid- 
ders for the tower, has confirmed that it 








Sears is still tallest of them all 


would be possible to add up to 16 floors, 
which would let them look down on their 
upstart rival not vice versa. Unless of course 
both towers crash to the ground in a windy- 
city babel. 





Right, left 


WASHINGTON, DC 


S THE pro- and anti-abortionists assem- 
ble their forces for the political war 
that lies ahead, the pros are the amateurs. 
They have not, until now, had to exert 
themselves to fight seriously and now that 
they are doing so, their efforts are unco- 
ordinated and disruptive. The antis, by con- 
trast, are seasoned fighters, their troops stra- 
tegically split between lobbyists and 
activists. And their strength, these days, is 
drawn from farther afield: the right-to-life 
movement has become the heartbeat of a 
wide far-right political coalition. 

The National Right to Life Committee, 
which started off as an unofficial adjunct of 
the Roman Catholic church, has worked 
hard and successfully for the state laws that 
limit spending on abortion. This now is a 
critical battlefield since the Supreme Court 
upheld Missouri's right to prescribe the con- 
ditions under which abortions take place. 
The committee's powers are still formidable 
but in some ways it has been surpassed. It is 
overshadowed tactically by the confronta- 
tional methods of Mr Randall Terry's Oper- 
ation Rescue and Mr Joseph Scheidler's Pro- 
Life Action League: the activists who picket 
abortion clinics and doctors' homes. And it 
is overshadowed politically by groups that 
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are farther to the right and have a more 
sweeping agenda. ie 
Conservative members of the commit- 
tee, led by Mrs Judi Brown, broke away to 
join forces with other members of the New 
Right; Mr Paul Weyrich's Free Congress. 
Foundation, for instance. Together they 
formed the American Life League. With the 
help of Mr Richard Viguerie, a right-wing 
direct-mail wizard, the league became the - 

largest anti-abortion group in the country. 

But Mrs Brown, its president, pushed ne 
league’s concerns beyond abortion to birth 
control: the pill and the IUD are both op- 
posed as abortifacients. $ 
The most effective single group in the i 
right-wing coalition may be the Concerned 
Women of America, a network of 600,000 - 
"kitchen-table lobbyists”, The CWA oper- 

ates through its “chain and prayer leaders’ 
who can overnight deluge a govern ent 
agency with letters, telegrams and telephone ne 
calls. It also has political action committee: $, 
defence lawyers at the ready, and is able to 
reach a wide audience through the evangeli- 
cal television ministries. "H 
While these women certainly seek an. 
vi 
Et 
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end to abortion, their worries do not stop - 
there. They also want an end to pornogra- 
phy, a constitutional amendment pe nit- 
ting school prayer, the right to teach their 
children at home and so on. Mr Viguerie e 
puts it precisely: "The abortion issue is the - 
door through which many people come into 
conservative politics". - 
t 
False start 1 
The pro-abortionists, who prefer to be. 
called pro-choice, are far less well organised 
and have been scrambling to catch up. 
Some of them, probably unconsciously, 
have followed the anti-abortionist strategy 
of framing the abortion issue within a much. 
wider political context. But the bundling of of 
left-wing policies—including lesbian issues, 
environmental concerns and the Eq al 
Rights Amendment—in with the central 
abortion issue has not, as yet, been 
successful. E 
The main pro-choice groups are 
Planned Parenthood, which runs birth-co Y 
trol and abortion clinics, the Nation 
Abortion Rights Action League (NAR 
which has a lot of money and many ardent, 
but not necessarily effective, backers, anc 
the National Organisation of Women 
(Now). Together with the American Civi 
Liberties Union, their hope was to devon 
broad coalition that might repeat for the 
pro-choice movement the liberals’ famous 
victory in blocking Mr Robert Bork’s con- 
firmation to the Supreme Court. $ 
But it is not turning out like that, ar 
the fault may lie with NOW. Under i its wes | 
Mrs Molly Yard, the women's movement 
held a convention last month in which its | 
demands were a little too sweeping. It called - 
for the creation of a new independent politi- 
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-Yard’s all-embracing agenda 



















cal party, devoted to women’s issues. And it 
- called for an expanded Bill of Rights that 
would protect a variety of sexual, economic 
and environmental rights. Other groups, 
which wanted to keep the issue narrowly fo- 
cused on abortion—and were courting their 
friends in both the existing political par- 
ties—were alarmed by Now's independent 
tactics and believe them to be strategically 
£t l-advised. 

. The best hope for the pro-abortion 
groups may be to reach out to the main vic- 






SCONSIN'S Tax Appeals Com- 
| mission pondered philosophical 
|| questions. Does the air above Wisconsin 
|| belong to Wisconsin? Yes. But what 
|| about the air above Wisconsin's portion 
|| of Lake Michigan? Yes, again. The ques- 
| tions were not epistemological. They 
||. were part of a down-to-earth appeal from 
|| Republic Airlines (which is now part of 
|| Northwest Airlines) against a bill from 
|. the state for nearly $69,000. 

| . Wisconsin says the money (and 
|| $21,000 in interest) is owed to it in taxes 
|. on drinks and food served by the airline 
|| to its passengers between 1981 and 1984. 
_ The service was not on flights 
landing in or taking off from the 
state, but on flights that were just 
| flying over it. 

31 The appeals commission dis- 
missed Republic's argument that 
| | taxing in-board services on such 
|| flights is an undue burden on in- 
|| terstate trade. So the issue has 
now moved to the courts where it 
| will doubtless attract the interest 
of other airlines, including inter- 
national carriers. Republic was 
picked as a test case because it had 
been registered as a Wisconsin 
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tims of anti-abortion policy—women who 
do not have enough money to pay for a pri- 
vate abortion—through black and Hispanic 
groups. But, for religious and cultural rea- 
sons, the larger minority organisations— 
such as the National Association for the Ad- 
vancement of Coloured People—have 
stayed clear of abortion politics. 

One pro-choice plan is to build strength 
from the redrawing of congressional dis- 
tricts in 1991, backing candidates who re- 
flect the concerns both of women and of ra- 
cial minorities. But this will not be easy. The 
conservatives, once again beating the liber- 
als to it, have been girding for the redistrict- 
ing battle for the past ten years. 





The census 
Missing 
Americans 


EXT April most Americans will re- 

ceive, fill in and return a form sent to 
them every ten years by the Bureau of the 
Census. Until now, that has been that. AL 
though the bureau follows up the count 
with a check on its accuracy (known in the 
trade as a post-enumeration survey or PES), 












company before it was swallowed up. But 
there is nothing in the state's interpreta- 
tion of its law to stop it from assessing 
taxes on any airline—domestic or for- 
eign—flying overhead. 

Credit Wisconsin for being creative. 
Americans are a bit abstemious when it 
comes to drinking on domestic flights. 
Others are not so fussy. Passengers on 
Britannia Airways, Europe's leading 
charter company, spent more than $7 
per head per flight in 1988, most of it on 
alcohol. How can Wisconsin tempt Brit- 
ish charter flights to the state? Or at least 
Over it. 
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there has never been any question of adjust- 
ing the census. But next year, if there is a 
wide gap between the count and a new and 
complicated PEs, the bureau may—it has not 
yet said it will—adjust the census to fit the 
correction, 

A number of cities have been complain- 
ing that their residents were overlooked in 
the 1980 census. The missing ones are pre- 
dominantly blacks and Hispanics from ur- 
ban areas: they include the homeless, people 
who are afraid to fill in the forms because 
they are illegal aliens or illegal tenants, peo- 
ple who cannot fill them in because they are 
illiterate, and people who never received the 
forms in the first place. The Census Bureau 
itself says that the accuracy of its count has 
been steadily improving but that it is proba- 
bly still out by 1-2%, and that some groups 
of people, in particular black males, do slip 
through the census cracks in disproportic 
ate numbers. 

The undercount is important to cities, 
and indeed to states, because it affects their 
representation in the legislatures and the 
distribution of federal funds. Cities with 
large minority populations are particularly 
aggrieved. After the 1980 census, New York 
city claimed an undercount of 800,000 and 
brought a suit against the Census Bureau. It 
lost. But then it went to court again, to- 
gether with New York state, California, 
Chicago, Miami, Houston and a number of 
other cities and organisations and advocacy 
groups. 

Last month, as the trial began, the Com- 
merce Department (in which the Census 
Bureau is lodged) stopped the proceedings 
by agreeing that next year it would change 
and upgrade the statistical basis of its PES so 
that it would be possible, if the disparity jus- 
tified the exercise, to adjust the numbers. 
Some 375,000 people, living in 5,000 socio- 
geographic blocks, will be interviewed. T 
results should pinpoint who are being |__- 
out, what they do and where they live. The 
decision whether or not to adjust the census 
accordingly remains, officially, with the 
Commerce Department. But the light is 
now at amber, not red. 

In addition, the Census Bureau is to try, 
once and for all, to determine how many 
homeless people there are in America, and 
who they are. Current estimates range un- 
helpfully between 350,000 and 3m. Before 
the census, on the night of March 20th, 
9,000 interviewers will scour the streets, 
parks, shelters and subways of America. 
They will be told to avoid danger by not go- 
ing inside abandoned or boarded-up build- 
ings (police escorts, which might frighten 
people off, are banned) but they will wait 
outside in the early morning to see who 
comes out. City officials are giving a hand. 
And some of the homeless are being paid a 
little money to help in the business of count- 
ing their peers. 3 
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Israel's kidnap caper 


ON THE night of Friday 
July 27th a party of Israeli 
soldiers with silenced pis- 
tols walked out of the dark- 
ness into the village of 
Jibchit, a Shia Muslim stronghold several 
--!!5s north of Israel's lines in southern Leb- 

n. They knocked on the door of Sheikh 
. del Karim Obeid, pushed their way in, 
tied up his wife and children, shot an unfor- 
tunate neighbour, and helicoptered home 
with the sheikh and two associates as 
prisoners. It looked at first like the 
perfect start to an Israeli weekend: 
some daring commando-work up 
north, no Israelis killed, and a high- 
up from Hezbollah, the Iranian-in- 
spired “Party of God", safely in the 
bag to trade against three Israeli ser- 
vicemen long held captive in Leba- 
non. Mission accomplished, Israel 
settled contentedly back to await the 
world's admiration. 

It is still waiting. Within a few ter- 
rible days, the flawless mission had 
come to look like a tragic mistake. On 
Monday the "Organisation of the 
Oppressed of the Earth", one of 
Hezbollah's many noms de guerre, re- 
' jeda grainy videotape purporting 

orove that it had that day hanged 
an American hostage, Lieutenant- 
Colonel William Higgins, in revenge 
for Israel’s failure to set the sheikh 
free. Then came the threat from the 
“Revolutionary Justice Organisa- 
tion", temporarily suspended, to kill a sec- 
ond American, Mr Joseph Cicippio. 

In all, and counting Colonel Higgins, 
there are reckoned to be ten American hos- 
tages in Lebanon (although it is not firmly 
known how many are still alive) and some 
half-a-dozen hostages from Britain, France, 
Ireland, Italy and West Germany. Most are 
held by Hezbollah, which has shown 
through a grisly history of suicide bombings 
how cheap it holds human lives, including 
the lives of its own. Israel’s defence minister, 
Mr Yitzhak Rabin, promised parliament on 
Wednesday that he had considered every 
eventuality before ordering the raid. Did he 
consider the possibility that all the western 
hostages might be videomurdered, one by 
one, until Israel returns the sheikh? And can 
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even Israel, with its own brand of ruthless 
implacability, stand up to that sort of 
pressure? 

Standing firm might have been easier 
had other countries taken Israel's side. “All 
of the world understands that our purpose is 
to free hostages," said the prime minister, 
Mr Yitzhak Shamir; but it was said more in 
hope than conviction, and after most world 
leaders had condemned Israel for recklessly 
endangering the hostages. Even the faithful 





Shami, bird not in hand 


Americans were angry. Mr Bush strove from 
the start (see next story) to distance himself 
from the Israeli kidnapping. When he called 
on Monday for "all—all—parties" to re- 
lease their respective hostages, Israel’s for- 
eign minister chose to interpret it as support 
for the comprehensive prisoner exchange Is- 
rael had hastily offered just before Colonel 
Higgins’s alleged execution. Nobody else 
was fooled. 


The makings of a stalemate 

It may be impossible to make Israel hand 
back Sheikh Obeid and get nothing in re- 
turn. Israel was split over the morality of 
assassinating Mr Yasser Arafat’s deputy, 
Khalil Wazir, in Tunis last year. In contrast, 
the taking of Sheikh Obeid has received al- 











































most universal support. He was abducted in 
order to secure the freedom of captured sol- 
diers, an aim to which most Israelis, after the. 
many years of lonely beleaguerment, attach — 
an almost mystical significance. (In one cele- 
brated case, in 1985, Israel swapped more — 
than 1,000 prisoners for three of it own sc lc 
diers.) Besides, Israel's interrogators say the 
sheikh has confessed to being a senior mem- 
ber of Hezbollah, and to helping personally 
in the kidnap of Colonel Higgins. If they can 
prove that, and quickly, the United States | 
will find it desperately hard to argue that he 
should be sent safely home to Jibchit. l 
While the stand-off continues, the im- 
mediate preoccupation of the United States 
is to prevent a massacre of the remaining - 
hostages. Its main hope lies in bringing in- 
tense pressure to bear on Iran and Syria, in 
the belief that these countries can 
stay Hezbollah's hand. To this end 
Mr Bush has sent his fleets on osten- 2 
tatious manoeuvres, and hinted at 
dire consequences if any more Ameri- 
cans are harmed. One cause of hope 
is the recent election of Mr Ali Akbar 
Rafsanjani as lran's president. De- - 
spite occasional aberrations, Mr 
Rafsanjani is considered by many | 
Iran-watchers to be the sort of mullah - 
with whom the West can do busi- | 
ness—although, by the same token, - 
his influence over the wild men of 
Hezbollah is weaker than Ayo 
Khomeini's was. 
The Syrians, too, are in a position 
to help if they want to. : 
organisational links with Hezbollah 
are loose, if they exist at all. Syri: 
sponsors Hezbollah's rival militia, Mr 
Nabih Berri's Amal movement, and. 
came close to fighting an open war 
with Hezbollah in the southern sub- - 
urbs of Beirut in May last year. But if if 
Syria is less able than Iran to persuade the 
zealots of Hezbollah, it is much better placec ed 
to frighten them. President Hafez 
keeps a large army in Lebanon, and a much 
bigger one just across the border in Syria I 
is easily capable of marching on Hezbollz 
strongholds in the Bekaa valley. 
Why expect Mr Assad to do Ame 
any favours? As it happens, he might j jast X 
tempted. À team of mediators from the 
Arab League, appointed three months 2 
to bring peace between Muslims and C 
tians in Lebanon, this week gave up in de- 
spair, laying much of the blame for its failure 
on the obstinacy of Syria. Isolated in the | 
Arab world, and shunned by many coun- 
tries in the "West, Mr Assad may calculate - 
that there is profit to be had by turning him- - 
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self into the saviour of the hostages. 

_ Through such speculation it is possible 
to believe that the hostages might be saved 
after all. But a solution on these lines de- 
b ends on circuitous diplomacy, on careful 


FROM OUR WASHINGTON CORRESPONDENT 


j Be LAS VEGAS was not the 
i best place for President 
P | Bush to be headed on the 
ro day the videotape of Colo- 
m ? nel William Higgins's sway- 
ing corpse was released in Lebanon. The 
"te tape provoked deep revulsion in the United 
States, far deeper than a still photograph 
Gould have done. Its stark brutality seemed 
to drive home the futility of trying to deal 
with such inhuman people as the colonel’s 
aptors, and it gave Mr Bush little choice 
but to cancel the rest of his trip and return 
to Washington. 
.. Butin doing so he generated a feeling of 
crisis, which is the first mistake in dealing 
with hostages in the Middle East, as both his 
predecessors could have told him. Expecta- 
tions soar in proportion to the number of 
m aps people see the chairman of the Joint 
Chiefs of Staff carrying into the White 
E ouse. Mr Bush quickly realised his mistake 
and spent the next two days playing down 
d Ye issue. He appeared at a barbecue in ca- 
a clothes and sent word that this would 
e a “long-haul situation”. 
= Americans still thirsted for some kind of 
action, but even they have come to learn 
that the Middle East does not lend itself to 
Ramboism. Having tried a rescue in the Car- 
t er administration, then both direct negotia- 
tions and shelling in the Reagan administra- 
tion, all with disastrous results, the United 
States knows that diplomacy offers the best, 
if meagre, hope of getting hostages out. Mr 
Bush telephoned the Pope and the Turkish 
prime minister among others. Mr James 
Baker, his secretary of state, sent “a very 
j ointed message” to Iran. He asked the So- 
viet Union, Syria and Saudi Arabia for help. 
i Mr Bush got high marks from all sides 
f or avoiding the twin poles of Reaganite pol- 
icy on hostages: naive deals followed by “we 
| never negotiate" bluster. He took care 
to keep congressmen fully informed, so 
much so that they emerged from their brief- 
s dropping hints about the many options 
still open (Senator Richard Lugar) or the 
greatly improved amount of intelligence 
d available since Mr William Webster took 
over the Central Intelligence Agency (Sena- 
| tor David Boren). 
; Mr Robert Hunter of the Centre for 
1 . Strategic and International Studies, a Wash- 
ington think-tank, believes it is in President 
= Bush's character to deal with a crisis this 










































co-operation between former enemies, and 
on the ability of governments to influence 
the actions of fanatical young men who hide 
hostages in their cellars. That is a tall order 
in the untrusting Middle East. 


America plays for time 


way. Where Mr Reagan joined in or egged 
on the chorus of anger against foreign vil- 
lains such as Iran or General Noriega or the 
Sandinists, Mr Bush takes a much less 
rhetorical line. This has helped him hand 
over the Noriega problem to the Organisa- 
tion of American States and the Nicaraguan 
one to Congress. It also nearly got him into 
trouble for being insufficiently rude about 
Mr Deng Xiaoping after the Tiananmen 
Square massacre. 

So this time Mr Bush confined himself 
to brief and restrained statements, which 
continued implicitly to criticise Israel as well 
as the Shias who hold Americans hostage in 
Lebanon. On the day of Sheikh Obeid's 
capture, he said he did not think kidnap- 
ping and violence helped the cause of peace. 
On the day the videotape of Colonel Hig- 
gins was released, he called for 
"all—all—parties who hold hostages in the 
Middle East to release them forthwith”. 

The criticism of Israel had two purposes. 
The administration hoped it would put 
some distance between America and Israel 
in Shia eyes; this might or might not have 
helped stay the hand poised over Mr Joseph 
Cicippio, another hostage whose death was 
threatened after Colonel Higgins's murder. 
And it siphoned off some of America's frus- 
tration into a debate about moral equiva- 
lence, while doing little real harm to rela- 
tions between the two allies. Senator Robert 
Dole took more heat than the administra- 
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tion with his remark from the Senate floor 
that "a little responsibility on the part of the 
Israelis would be refreshing". 

The administration did not ignore the 
military option. The heavy battleship Iowa, 
one of its gun turrets still out of action after 
a recent explosion, left Marseilles. The air- 
craft carrier Coral Sea cut short a visit to 
Alexandria with its battle group. The 
guided missile cruiser Belknap, flagship of 
the Sixth Fleet, cancelled a visit to a Soviet 
port. The fleet that gathered within reach of 
Lebanon included a Marine amphibious 
landing group. 

All of this movement may have done a 
little too much to raise expectations in the 
Rambo lobby. Mr Bush was trying to damp 
the fires of passion even as the next deadline 
for hostage killing approached. By midweek 
he had decided to stop holding daily meet- 
ings with all his top advisers. The nevt 
would have coincided with the Thurs 
deadline for Mr Cicippio's murder. 





The skewering 
of Rafsanjani 


IRAN'S president-elect, Mr 
Ali Akbar Rafsanjani, must 
be feeling glum. Barely did 
he have a chance to savour 
his overwhelming victory in 
the presidential election on July 28th when 
along came the Obeid-Higgins-Cicippio af- 
fair and with it a thorny decision. The im- 
broglio seems to require him to chose be- 
tween better relations with the West and 
preserving the show of unity put on by the 
divided Iranian leadership since the death of 
Ayatollah Khomeini eight weeks ago. It i7 - 
choice he may not be ready to make. 

Mr Rafsanjani won 94.5% of the votes 
cast in the presidential poll. Constitutional 
amendments approved by 97.3% of the vot- 
ers in a referendum held at the same time 
give him control over Iran's cabinet, budget, 
administration, security forces and army. 
The majorities have a touched-up look. Still, 
before Israel's abduction of Sheikh Obeid 
the new president was expected to use his 
sweeping powers to improve Iran's ties with 
the outside world. 

He has already transformed relations 
with Russia, whose foreign minister, Mr Ed- 
ward Shevardnadze, was in Tehran on Au- 
gust Ist. He now wants to be on friendlier 
terms with the West, whose money and ex- 
pertise his country needs to rebuild its econ- 
omy. Some of his radical associates disagree. 
Mr Ali Akbar Mohtashemi, the interior 
minister, and Mr Ahmad Khomeini, the son 
of the late ayatollah, believe that to build 
bridges to the assorted Satans of the West 
would betray the revolution. 
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Iranian reaction to the week’s events re- 
flected these tensions. Mr Mohtashemi ac- 
cused the United States of being behind Is- 
rael’s abduction of Sheikh Obeid. He urged 
Hezbollah to retaliate: “You should not take 
off your combat uniforms, you should take 
revenge on the United States and criminal 
Israel." If not exactly an order to kill Colo- 
nel Higgins, it was clearly permission to do 
so. Iranian officials closer to Mr Rafsanjani 
have tried to distance Iran from the affair. 
"We have nothing to do with the threat 
against Higgins and we condemn any sort of 
kidnapping and threat of killing," said the 
foreign minister, Mr Ali Akbar Velayati. 

The Iranian leaders are particularly split 
over Lebanon, the one country where Iran's 
efforts to export its revolution have had 
some success. When he was Iran's ambassa- 
dor to Damascus in the early 1980s, Mr 
Mohtashemi helped to establish Hezbollah 

nong Lebanon's Shias, providing cash, 
arms and training. Sheikh Obeid is one of 
his protégés. The shadowy groups that hold 
most western hostages, Islamic Jihad, the 
Revolutionary Justice Organisation and the 
Organisation of the Oppressed of the Earth, 
are front-names for Hezbollah. 

Mr Rafsanjani knows that Iran's terror- 
ist connections in Lebanon will make it hard 
for him to rebuild normal ties with the West. 
He has been trying to do something about it. 
Recently he said that Iran had no intention 
of exporting its revolution. He has moved to 
weaken Hezbollah, cutting its subsidy and 
sending his own men to Lebanon to impose 
tighter control on the organisation. In Teh- 
ran last week Hezbollah officials were asked 
to sign a pact with Amal, a rival (and pretty 
much non-terrorist) claimant for the loyalty 
of Lebanon's Shias. 

All this was before Israel's abduction of 
Sheikh Obeid. Now the hardliners in Iran 


“ave a tool to undermine Mr Rafsanjani 
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with. The pattern is familiar: his previous ef- 
forts to normalise Iran's foreign relations 
were set back when his rivals persuaded 
Ayatollah Khomeini to call for the murder 
of Mr Salman Rushdie, the British author of 
"The Satanic Verses". With the ayatollah 
still alive, Mr Rafsanjani went along with the 
wild men. This time, many westerners ex- 
pect him to act differently. They may be dis- 
appointed. Although he is at last President 
Rafsanjani, he does not necessarily have the 
confidence to move decisively against peo- 
ple like Mr Mohtashemi—or not yet, 


anyway. 





L| ebanon'S slide 


NOW the Arab League has 
failed, like everybody else. 
Fourteen years of civil war 
have cut Lebanon down to 
a quarrelsome slum in 
which kidnappings and murders like that of 
Colonel Higgins go unpunished. At their 
May summit meeting in Casablanca the 
Arab world's heads of state entrusted Saudi 
Arabia, Morocco and Algeria with the 
hopeless task of solving Lebanon's problems 
in six months. Two kings, one president and 
three foreign ministers shuttled to and fro, 
calling now and then for the shooting to 
stop. Each call was answered by artillery fire. 
In much less than the allotted time they de- 
cided that Lebanon was beyond their help. 
On July 3lst they admitted they had 
"reached a dead end”. 

Their hope had been for a ceasefire, a 
meeting of the Lebanese parliament to dis- 
cuss political reforms, and the withdrawal of 
foreign troops. The plan was rejected on all 
sides. The committee blamed its failure 
partly on the inability of the Lebanese fac- 
tions to agree on reform, partly on the med- 
dling of outsiders. 

The would-be peacemakers predictably 
denounced Israel's presence in southern 
Lebanon, but they were also surprisingly 
harsh in their criticism of Syria, which has 
refused to accept a timetable for the with- 
drawal of its 30,000 troops. This encouraged 
the Iraqis to call for an Arab “confronta- 
tion" with their enemy Syria. But the peace- 
makers also attacked the proxy war that 
Syria and Iraq are fighting out on Lebanese 
soil. Iraq is intent on hurting Syria by sup- 
plying large amounts of heavy arms (includ- 
ing FROG missiles that could hit Damascus) 
to the Lebanese Christians who are the tar- 
get of Syrian guns. Beirutis say Iraq is ready 
to fight Syria to the last Christian. 

The fighting has hideously intensified. 
The latest round began on March 8th, be- 
tween General Michel Aoun’s Christians 
and the Syrian army and its Muslim allies. 
The general, who wants to be Lebanon’s 







































Despair in the rubble 


next president, tried to master the Muslim 
militias by blockading the ports from which 
they raise revenue. When Syria stepped in 
on the side of his opponents, General Aoun 
declared a “war of liberation” against the 
Syrian army. The Lebanese Muslims resent 
the Syrian occupation; but they fear the 
consequences for themselves if Genera 
Aoun succeeds in forcing the Syrians out. - 

Each side is trying to bludgeon the other 
into submission. Most nights the shelling 
shakes both the Christian and the Muslim m 
halves of the capital. Civilians, as usual, are 
the main victims. Artillery and rocket fire 
has killed more than 530 people ane 
wounded more than 2,000 others ui 
March. The fire is often so intense that 2 
bulances and fire-engines cannot opécall 
Both sides use multiple launchers firing 4€ 
or even 60 missiles at a stroke. For many 
Beirutis life has become intolerable. The 
coastal highway leading south from Beirut 
has seen queues of fleeing cars, their tops 
piled high with household goods. More tha 
1.3m Beirutis are reckoned to have gone, 
leaving a ghost city of around 200,0 00C 
frightened souls. 

Lebanon has had no head of state si ace 
Mr Amin Gemayel’s term of office ende 
last September. It has rival Christian idi 
Muslim prime ministers, two cabinets, a di 
vided army, a paralysed parliament and . 
plethora of militias that run their own fief: 
These include the Lebanese Forces (whic 
are Christian), Amal and Hezbollah amon 
the Shia Muslims, and a rather efficient little 
Druze force. In all, these boast some 80,00X 
armed fighters. The occupying armies al r 
the Syrians in the east and north, and tł 
Israelis (with a client local militia, called d th 
South Lebanon Army) in their "securit 
zone” in a strip of the south. This a arm« 
chaos is an ideal environment for terro ist 
and hostage-takers. And the worst, said th 
Druze leader, Mr Walid Jumblatt, this we n 


is yet to come. 
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M3 ALI BACHER is an engaging man. 

D The affable Indian managing director 
— of the South African Cricket Union, which 

- Tuns the game in South Africa, has recruited 

another bunch of visiting professionals to 

break the isolation in which the sporting 

. world tries to keep his country as a protest 

- against apartheid. Sixteen English cricket- 
- ers, two of whom will have to be designated 

— “honorary whites", have accepted up to 

< $160,000 each from sacu to play nine 

E: cricket matches there this coming southern- 

— hemisphere summer, and more the follow- 

—. ing one. At least half of them would other- 

.. wise have been touring the West Indies as 

.. members of the England team that is due to 

__ Set off for the Caribbean next January. 

— Last January the International Cricket 
Council (ICC) agreed on a new set of rules 

- designed to keep South Africa out of inter- 

. national competition in the sport. Under 

. those rules the 16 rebels face a ban from in- 

. ternational cricket for up to seven years. 

_ (Previous rebel English players got three- 

year bans in 1982.) That will not matter to 

. most of them. They are either too old, medi- 

= ocre, creaky or disaffected to play out the 

. several years they would need to earn an 

. equivalent sum of money from regular inter- 

— national cricket. 

— By world sporting standards cricket is a 

-— low-rent game. The two tours will cost SACU 

. around $2.4m, barely enough to buy the ser- 

= vices of a top American baseball star for one 

— summer. In a good year England's best crick- 

= eters make at most $60,000 from the game; a 

. routine professional makes a quarter of that. 

~ Last year 45 English professionals topped up 
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ICC’s new rules put an end to that; its ban on 
coaching in South Africa particularly ran- 
kles the players. The Test and County 
Cricket Board knew in April that a rebel 
tour was being plotted, but it was slow to 
counter temptation by improving players’ 
earnings. 

Anti-apartheid campaigners have con- 
demned the cricket establishment for not 
doing more to block the tour. They are an- 
grier still with the British government, 
which is bound by the Commonwealth’s 
Gleneagles agreement to discourage all 
sporting links with South Africa. Britain’s 
sports minister, Mr Colin Moynihan, duly 
deplored the defections when details be- 
came public on August Ist. But the critics 
do not think the government really means 
what he says. They point to its attitude to 





Britain and Argentina 


TUM,  —hÓ > e - H n 
; J ui EU ‘ J a Eu dui -5 -* r3 j * f > 
ES + r x ee) Os eg Se ! e AN D idt: > " J A d D 
^ s CET ive I ». r ANA > t Phe + < n l ` « 
Mii e v 4 + -3 , Td "€ . B 
* ‘ - d - t 
y ‘ 
á 
Ee 


South Africa in the winter off-season. The 


the cricketers and its unwillingness, earlier 
this year, to dissuade British players from 
joining a rugby tour to South Africa. 

Britain will not be welcome at the Com- 
monwealth games, in New Zealand next 
year, unless it seems to be changing its ways. 
It probably won't. In cricket, the new argu- 
ment will deepen the quarrel between the 
third-world countries that play internation- 
ally (India, Pakistan, Sri Lanka and the West 
Indies), and England, Australia and New 
Zealand. At the 1cc’s January meeting, En- 
gland’s representatives argued for sending a 
mission to South Africa to examine progress 
towards making the game multiracial. The 
majority blocked the proposal. The coun- 
tries in control of international cricket will 
not let South Africa back in the game until 
apartheid is gone. They can hardly expect 
Mr Bacher to deliver that. 


Reading the body language 


M? CARLOS MENEM is smiling and 
waving at the British, who are keep- 
ing a stiff upper lip. Argentina’s new govern- 
ment announced on August Ist that it 
would no longer prohibit imports from Brit- 
ain. It was not much of a concession: the 
British, who embargoed Argentine trade 
during the Falklands war in 1982, lifted 
their ban in 1985. But it was a straw in the 
Falklands wind. 

The Argentine government, like its 
predecessor and presumably its successor, 
insists that the Falklands islands must be- 
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No Malvinas while the Brits are here 


come the Malvinas. Britain insists that they 
stay as they are unless the inhabitants 
choose otherwise; it won a war in 1982 to 
prove it. Mr Menem, who has chosen as his 
foreign minister an economist, Mr Domingo 
Cavallo, wants help with his ghastly eco- 
nomic problems, and seems to think the Eu- 
ropean Community may provide some— 
but only if the British are friendly. 
Argentine officials have been saying, for 
publication but not for direct attribution, 
that they would like to talk to the British 
about everything except sovereignty in the 
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TOURIST HOTEL CORPORATION - 
OF NEW ZEALAND | 





The Government of New Zealand has announced its intention to 
sell the Tourist Hotel Corporation of New Zealand (THC). 
The THC owns and operates fourteen hotels and. — 

substantial non-hotel leisure activities throughout New Zealand. 









Parties interested in receiving information about these operations should. contact 
Fay, Richwhite & Company Limited | 
Advisors to The New Zealand Treasury 


Expressions of interest need to be received by 16 August 1989 


a 


FAY, RICHWHITE & COMPANY LIMITED 






Level 12. Fletcher Challenge House 89 The Terrace 
Wellington. New Zealand 
Facsimile (64) (04) 499 0612 Telephone (64) (04) 737 799 








Wapping Wail, London E1 


The finest river views in London at an interest rate which is 
impossible to ignore! 





| stylish apartments available for the 
is seeking a highly individual home. 


irtments i in the block 

x ] ininterrupted riverside views 

s: The largest apartments. net type currently avail- 
000 





i fi ation. Purchaser has choice of 

kitchens, ‘ba h -oOms, tiling and colour schemes 

Only 10 minutes from the City. Prices £345,000- 

£500,000 | 

. Show apartment open seven days a week 

. Saturday and Sunday noon - 5pm, Weekdays noon - 4pm 
Pelican Wharf, Wapping Wall, London El. 





- n  surveyors, estate agents. ihn: preyesty managers 


1 Free Trade Wharf; 
350 The Highway. London E1 9HU Mai DIM 


Tel: 01-790 8383 


-Æ Up to the equivalent of a £200,000 mortgage at 13.5% fixed 
for 18 months. 






















Export Services Internation i 





18-21 Oct World Trade Centre, Singay i 





























Here's the b 
way to sell mort 
your services to impo 
and exporters: Export Sei 
International '89 in Singapore. | 





Here, you'll meet them from the ASEA] 
Australia, Japan, the USA and Europe. 
under one roof. 


All seeking your services to help them se 
more effectively and efficiently oversea 
Services like banking, financing, insuranc 
transport and communications, w 

housing, data processing, foreign t 
advice and much, much more. | 








Hurry. Don't miss this great opporti 

to expand your customer base. Book: 
exhibition booth today. 
For details, call (65) 278-8666; Telex: RS 35319 ae 
Fax: (65) 278-4077 or write to: | 


CEMS Pte Ltd, 1 Maritime Square, 409-43 
World Trade Centre, Singapore 0409. 


Organised by: 


Singapore Managed by: 

| Trade CEMS 
Development Conference & Exhibition 
Board Management Services 


The Official Airline: bo Official PUDHCAHOR: 


aml Ray Tie e Vir i sek a dmg P. : 
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TIS lonely for the brothers Castro, as 
their Russian patrons turn their backs 
and their colleagues in Cuba’s ruling 
junta fade away by firing squad or purge. 
|| Since the execution on July 13th of Gen- 
. eral Arnaldo Ochoa, the hero of Angola 
sentenced for peddling drugs, five former 
heads of ministries have been arrested 
and charged with embezzlement or cor- 
ruption. The vacancies have been filled 
by cronies of Mr Raul Castro; meanwhile 
his sibling, President Fidel, yells defiance 
to the wind, denouncing the apostasy 
from true communism of Mr Mikhail 
Gorbachev. 
President Castro does not want the 
sort of Cuba Russia might like. (“Is there 
a peaceful transition from socialism to 
|| capitalism", he asks, admitting with dis- 
|| taste that it is possible.) The Russians, 
for their part, have no further use for his 
services. They have fixed up a deal to 
bring peace to Angola. The threat to 
Nicaragua is petering out; the United 
States and the Central American presi- 
dents are trying in their different ways to 
snatch some credit from the debacle. 
The Russians still need sugar, but can get 
it cheaper on world markets than at the 
inflated price they have been paying the 
Cubans—and without annoying the 
Americans. 
The easy-going Cubans have had to 
put up with Mr Castro's long dictator- 
ship, with its rationing and shortages. 


Falklands. The British probably want much 
_ the same, but prefer to conduct such affairs 
‘by quiet diplomacy, not through mega- 
t: phones. In particular, having declared that 
_ hostilities were at an end when the fighting 
- stopped in 1982, they want Argentina to do 
“the same, and convert its Falklands claim 
from an objective to a mere aspiration. 
—. Mr Menem may attract some sympathy 
abroad by letting his officials sound peace- 
A able. At home he has genuine problems. All 
Argentines can unite behind the claim to 
» e Malvinas, and the new president, who is 
‘doing some of the sensible economic things 
E that he denounced while in opposition, 
eeds all the unity he can muster. He is mak- 
pane deals with the generals and colonels who 
nc immunity for the armed force’s past 
rimes and who think their Falklands per- 
formance a badge of honour. 
With touching faith in “world opin- 
: ion’ ', the Argentines mutter that they might 
-deploy an anti-colonial resolution about the 
- Malvinas at the United Nations General As- 
sembly session that starts in September. 
— Tough, say the British; you lost the last UN 
- debate and you will lose the. next: \ Meare 
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Fidel's long goodbye 


Castro's charm is fading 


But he tried to improve their schooling, 
health and housing, and Russian subsi- 
dies kept them at a standard of life 
which—with corruption mitigating its 
harshness— they could just tolerate. The 
subsidies, earned by doing Russia's dirty 
work in Africa and Central America, are 
stopping now, so corruption is getting 
livelier, and the regime is trying harder to 
suppress it. The Cubans may not put up 
with that for long. 

Replacing the dictator is the toughest 
part of dictatorship. Those who would 
follow him jostle lethally for advantage. 
The sooner the Castro brothers give up, 
the shallower the bloodbath around 
their departure. But they are no quitters. 


while, Argentina's affairs in Britain are ade- 
quately handled by its diplomats under Bra- 
zilian protection, while Britain's man in 
Argentina, under Swiss auspices, has got 
used to having an Alp on the wall where the 
Queen's picture should be. 





Chile 


Voting practices 


HORT of practice after 16 years of dic- 
tatorship, Chileans love voting. Just un- 
der 9096 of those who turned out on July 
30th approved amendments to the constitu- 
tion devised by General Augusto Pinochet, 
whose hopes of ruling on were crushed by 
referendum last October. The voters' ap- 
proval was expected, since the amendments 
had been agreed on by all parties except the 
Communists. The surprise was General 
Pinochet's claim that the voters had merely 
reaffirmed the approval they gave in 1980 to 
the unamended constitution. 
Many of the 54 new amendments are 











mere quibbles: Chilean lawyers are as inge- 
nious as their brothers in the United States, 
and even more influential. Two changes 
matter. Openly Marxist parties will be al- 
lowed to contest elections, so hard-line left- 
wingers will have less incentive to infiltrate 
the moderate parties; and further amend- 
ments to the constitution may be made by a 
less laborious procedure, in the new Con- 
gress that will be elected on December 14th, 
along with the president. Then the hard talk 
will no doubt start. 

Even after the latest amendments, the 
armed forces retain their special role as 
guardian of the constitution. The generals 
and admirals thus have, collectively, the 
right as well as the power to intervene if they 
think the elected government is doing 
things wrong. Furthermore General Pino- 
chet, who will cease to be supreme com- 
mander of the armed forces when he leav-- 
the presidency next March, will neverthele 
remain commander-in-chief of the army. in 
principle, that is a position from which he 
can make considerable mischief. 

In reality, however, General Pinochet 
presents no great danger to the regime that 
will succeed him. He is 73, unfit, and bitterly 
disappointed by the voters’ rejection of him. 
His junta, made up of the chiefs of all three 
services and the gendarmerie, is not averse 
to change. The commander of the air force 
has openly joined the democratic opposi- 
tion. The navy is led by gentlemen in the 
British tradition, with a distaste for political 
meddling. The soldiers have got immunity 
from prosecution for offences committed on 
official business during the Pinochet years; 
so they will have no grievance like that 
which caused so much trouble for ex-Presi- 
dent Raul Alfonsin in Argentina, and could 
yet bother his successor. How pleasant, if 
unexpected, that Chile’s return to democ- 
racy is going so tranquilly. 


Pinochet’s people prefer polls 
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Yelling Yeltsin to Gorbachev’s left, lurking Ligachev to his right 


The party loses its grip 


ETHER he succeeds or fails in his 
revolution, President Mikhail Gorba- 
chev will look back on the summer of 1989 
as a turning-point. It is not just that this 
summer has seen Russia’s worst industrial 
unrest since Lenin’s day. Nor that in the 
Caucasus and Central Asia national ten- 
“ons have repeatedly exploded. Conflict— 
n the streets, on the shop floor, in parlia- 
ment—has become a commonplace under 
Mr Gorbachev. What may matter most of all 
is that for the first time in its history the So- 
viet Communist party is losing confidence 
in itself. 

One symptom is the new opposition 
group set up this week in the Soviet parlia- 
ment and led by a renegade former Polit- 
buro member, Mr Boris Yeltsin. His “inter- 
regional group” of radical deputies claims 
some 270 full members of the Congress of 
People’s Deputies and the sympathy of more 
than 100 others (out of a total of 2,250). 

The word "opposition" has a ring of 
disloyalty about it in the Soviet Union’s tra- 
ditionally one-party politics, so Mr Yeltsin 
talks of a "ginger group’. Whatever the 
wording, and despite its relatively small size, 
the group will make life uncomfortable for 
Mr Gorbachev. Mr Yeltsin thinks he is not 
pushing ahead fast enough with perestroika, 
because he is hamstrung by Politburo con- 
servatives such as Mr Yegor Ligachev. Mr 
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Ligachev and Mr Yeltsin cordially loathe 
one another. But more than personal rivalry 
is at stake. 

The- organised opposition to Mr 
Gorbachev's policies is now coming from 
the radical "left" (to use the rather confus- 
ing labels in vogue in Moscow), not just 
from the conservative right. Mr Yeltsin and 
his friends, including Mr Andrei Sakharov 
and other members of the Moscow glitterati, 
pull no punches. They want the Communist 
party's "leading role" to be written out of 
the Soviet constitution and the party to be 
made answerable to parliament. It is no bad 
thing for Mr Gorbachev to be able to 
present himself as the man of compromise 
between radicals and diehards. But at a time 
when anger over food shortages has reached 
explosion-point, Mr Gorbachev and the 
party he leads will find it hard to combat Mr 
Yeltsin's loud populism. 

Mr Gorbachev created the new parlia- 
ment as a way of outflanking the appa- 
ratchiks who were resisting reform. But he 
wanted to goad the party into action, not 
supplant it as the leading political institu- 
tion in Soviet society. The new opposition 
may well bring more life to the parliament 
than Mr Gorbachev bargained for. 

During the recent strikes in the coal- 
fields of Siberia and the Ukraine it was to 
parliament, not the party, that the workers 





addressed their appeals. For the first time, in 
ordinary people's minds, the party now has 
a rival in authority. What is more, the work- 
ers' regional committees set up during the 
strikes to by-pass the moribund official trade 
unions are to remain in existence. So far 
they are limited mainly to the coal industry 
and to particular regions. All the same, the 
party is losing its monopoly of power. 

It is also losing its life-blood. Although 
no official figures are available, anecdotal ev- 
idence suggests that the party is losing mem- 
bers fast (particularly in the Baltic republics, 
where nationalist movements are strong) 
and is finding new ones hard to come by. 
When regional party bosses gathered in 
Central Committee headquarters in Mos- 
cow last month to talk about their troubles, 
the mood verged on panic. 

Many of the grievances were laid at Mr 
Gorbachev's door. It is, after all, his policy 
of glasnost that has allowed what the Mos- 
cow party boss, Mr Lev Zaikov, called “dark 
forces” to draw attention to their national- 
ist and anti-Soviet slogans. Mr Ligachev said 
that dual power was developing in some re- 
publics, where party control was being loos- 
ened by nationalism. 

It was the prime minister, Mr Nikolai 
Ryzhkov, who put his finger on what really 
troubles the comrades. Now that parliament 
has become a proper daily debating cham- 
ber, the party has suddenly lost the initia- 
tive. [n the past, the party simply told the 
government what to do and the rubber- 
stamp parliament duly rubber-stamped. 
These days, despite an overwhelming major- 
ity of party members in its ranks, the parlia- 
ment gaily rejects government nominees for 
ministerial posts and cheekily throws out or 
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| legislation. Un ts ag 
on, says Mr Ryzhkov, th: 

be in danger and Communists will 

| themselves excluded from the local so- 
or councils, due to be elected through- — 

he country by next spring at the latest. 
/hat should the party do? Mr Ligachev 

aks public criticism of past mistakes 

ld be reined in. Mr Gorbachev’s plan 

insfer more powers to parliament and 

Ocal. soviets will work, argues Mr 

_ only if the party is strengthened, 


Jotbachev says he does not want to 
party into a “debating-cum-educa- 
. But that is what many party folk 
| happen if the Communists restrict 
lves simply to "guiding" policy, as 
tbachev wants, instead of running - 





risis in computer 


NE of the oddest results of pere- 
" stroika is that enterprising Russians 
e now able to earn a fortune in a matter 
days. All they have to do is travel to 
e West, buy a computer and sell it back 
Yome in Russia, where the demand for 
IBMs and Amstrads is extraordinary. This 
rade can be perfectly legal. The way it 
has developed, and the clumsy attempts 
O control it, are like a lesson in contem- 
- porary Soviet surrealism. 

. In January a Russian who managed to 
get to the West and buy or borrow 
enough hard currency could sell a $3,500 
personal computer plus printer for an 
stonishing 90,000 roubles (around 
145,000 at the wildly overvalued official 
xchange rate). That is as much as the 
verage Russian, on 220 roubles a 
yonth, earns in 34 years. It is enough to 
uy, say, a good Moscow flat and a coun- 
dacha. In January the only duty pay- 
le at Moscow customs was 100 roubles 
box, so it cost 300 roubles to take in a 
mputer, monitor and printer. 

The new co-operatives—in effect pri- 
e businesses—paid extravagant prices 
ecause their state-sector clients were in 
urn paying them lavishly with bank-de- 
posit (beznalichnye) roubles. But in 
ipril the authorities made it harder to 
onvert beznalichnye roubles into cash. 
n June they raised the customs duty per 
ox to 1,500 roubles for the first com- 
uter, double that for a second one. 
ces began to fall as some of the de- 
nd was satisfied, and the demand 
hanged: customers realised that they 
id not always need the flashiest model. 

. But business was still brisk for the 
rowing numbers of Russians allowed to 
sit the West. In July a travelling entre- 
reneur could sell a $2,500 computer (by 











the whole show. There is much resentment, 


be subject not only to control by their Com- 


munist bosses but also to what Mr Gorba- 
chev calls "democratic control", meaning . 
the test of competitive election to local sovi- - 


ets. The sacking last month of the Leningrad 


party boss, who had failed to get himself 


elected to parliament even though he ran 
unopposed, is a sign of worse to come. 

At a special party conference last sum- 
mer, the comrades were encouraged to put 
up several candidates for each party job and 


to vote by secret ballot rather than by the 


customary public show of hands. The idea 
was to make it easier to pump in new blood. 
But, as Pravda pointed out last month, of 


the Soviet Union's 150 or so regional party - 
bosses only seven were chosen in contested - 
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then computers with slightly smaller | 
memories were most in demand) for up | 
to 45,000 roubles, leaving him with | 
40,000 after customs duty. j 
How should the authorities react? || 
Perestroika needs the computers, but the | 
sudden riches of those with a bit of | 
gumption and access to the West are | 
deeply resented by the less fortunate | 
masses. A sensible response by the state 
would have been to flood the market | 
with imported computers itself, using the | 
profits to help reduce its budget deficit | 
and soak up some of the surplus roubles | 
sloshing around Russia. | 
But cumbersome Soviet bureaucracy 
cannot move with the speed of travelling 
entrepreneurs. Its response has been to 
raise the customs duty again: this month 
it goes up to 5,000 roubles per box. One | 
result will be to squeeze out private com- | 
puter customers. Another will be to in- | 
crease corruption. Slip a customs officer 
the equivalent of a year's salary and he 
might, just possibly, reduce your duty by 
thousands of roubles.: 


t, elections. 
too, at the notion that party officials should - 


„that he expects 





That is why Mr Gorbachev has called 
for new party elections and made it clear 
! expects to see new faces all the way 
re | i Committee and the Polit- 
buro. He also wants the next party congress 
to be brought forward by six months and 
held in the autumn of 1990. Between now 
and then he will be working on a wholesale 
revision of the party's structure and rules. 
|. Only by bringing in people with real 
leadership qualities, Mr Gorbachev argues, 
can the party win back the authority that in 
the past it claimed as of right. In the mean- 
time, he told the worried party officials last 
month, to hand over more power to the so- 
viets is not the "end of the universe". The 
trouble is that it is the end of the universe as 
they have known it. - 











FROM OUR WARSAW CORRESPONDENT - 


OLITICS in Poland these past months 
. has been a crazy mix of high drama, 
farce and near-panic. The panic this week 
was the sudden doubling, if not trebling, of 
the price of many basic foods. The drama, 
played out in the wings of the new parlia- 
ment, almost left Poland without a prime 
minister. And the farce? After all the up- 
heaval of freeish elections and the commu- 
nist party's humiliation at the polls, Poland 
has ended up in the charge of the same three 
men—General Wojciech Jaruzelski as presi- 
dent, Mr Mieczyslaw Rakowski as commu- 
nist party leader and General Czeslaw 
Kiszczak, the former interior minister, as 
prime minister—who more or less ran the 
country between them after martial law ani’ 
the banning of Solidarity in 1981. * 
General Kiszczak's nomination as prime 
minister seemed in danger of foundering. 
Opposition from Solidarity was to be ex- 
pected: even though General Kiszczak re- 
cently won the respect of Solidarity as head 
of the communist team at the round-table 


meeting which negotiated last June’s elec- 


tion and other big reforms, he made his 
name as the interior minister who jailed op- 
position leaders after martial law. But there 
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Market forces at work in Warsaw 
derity opponent who took no part in the 

und-table negotiations. Under the old 
rules, whoever ran the party ran the coun- 
try. But the rules are changing. Mr 
Rakowski's powers seem diminished, not 
only by President Jaruzelski's responsibility 
for defence and foreign affairs but also by 
the new semi-freely elected parliament. 

Solidarity controls all but one of the 
seats in the upper chamber of parliament, 
the Senate, and about a third of the lower- 
chamber seats. That opens up new arm- 
twisting options for the smaller parties that 
were until now closely allied to the commu- 
nist party; the Peasant party demonstrated 
the possibilities this week. Its man has been 
minister of agriculture and it has some genu- 
ine support in the countryside. Some of its 
members are affiliated to Rural Solidarity. 

How long will a Kiszczak government 
last? In the words of Mr Slawomir Wiatr, a 
young Central Committee secretary pro- 
moted in the recent party re-shuffle, "only 
^5 long as it takes both sides to realise how 

adly they need a coalition." Yet Solidarity 
still shows no signs of wanting to join its for- 
mer tormentor's cabinet. 

Meanwhile, the gap between the refined 
bickering in parliament and the depression 
and anger of the Pole in the street is grow- 
ing. On its last day in office Mr Rakowski's 
government announced the freeing of food 
prices, in a bold stride towards what Poles 
call the "marketisation" of the economy. 
The hope is that market mechanisms will en- 
courage farmers to produce more. On Au- 
gust Ist, the first day of the new system, Pol- 
ish shoppers were scrambling to compare 
prices, some for the sheer novelty of finding 
different prices in different stores, some be- 
cause they desperately needed to make ends 
meet. 

On average, prices for meat and sugar— 
two items in short supply—rose by 300%, 
with the price of many other foods at least 
doubling. While the change is intended to 
stimulate competition, economists worry 
that inflation, already in three digits, will 
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worsen without any improvement in sup- 
plies to the shops. The old near-monopolies 
in procurement and processing are still in 
place. No one knows if some genuine com- 
petition will, somehow, develop. 

To compensate for the price rises, Soli- 
darity demanded full wage indexation, and 
got parliament to pass a law promising it. 
This would add to inflation and may not be 
enough to satisfy the workers anyway. A se- 
ries of small strikes has plagued public trans- 
port over the past month, and there are new 
worries that the mines and the shipyards, 
traditional Solidarity strongholds, will be 
next. How opposition deputies would react 
to strikes by their own supporters is unclear. 
“The weather in August", said one Solidar- 
ity deputy from Silesia, "may be hotter than 
the forecasters predict.” 





The EEC and Eastern Europe 


The curtain rises 


FROM OUR BRUSSELS CORRESPONDENT 


HE European Commission has had its 

first chance to strut upon the stage of 
international diplomacy. The economic 
summit in Paris last month gave it the job of 
co-ordinating the West’s relief efforts for Po- 
land and Hungary. This week in Brussels it 
hosted a first meeting of would-be aid-givers, 
and 24 western countries turned up for it. 
Like many an actor in his first big role, the 
commission is nervous. It knows that, if it 
fluffs its lines, bang go its ambitions to play 
bigger parts in the future. 

Poland and Hungary are bravely trying 
to leap towards freer politics and markets, 
but their economies are in a dreadful state 
and reforms will at first make things still 
worse: witness the soaring food prices in Po- 
land. The West is now sure that it should 
help these reformers, especially the desper- 
ate Poles. It is less sure how. 

The Community had already decided to 
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send food aid worth $120m to Poland. At 
the Brussels meeting, the United States 
pledged $50m in food aid; Switzerland and 
Austria also promised some, without saying 
how much. The food will be sold for zlotys 
in Poland, and the money put in a special 
fund to be used for "structural reform” of 
Polish agriculture. Who will distribute the 
food? And who—the Polish government, 
Solidarity, the Community, some combina- 
tion of those three?—will control the fund? 
Nobody yet knows. 4 
Beyond food, the ideas for help get 
rather vague. Billion-dollar credits to fi- 
nance huge industrial projects, of the sort 
that did not work in the 1970s, are off the 
agenda. Instead the talk in Brussels was of 
giving better access to western markets; of 
making it easier for western firms to invest. 
in Poland and Hungary; of venture capital 
and joint ventures; of collaboration on the 
environment and scientific research; and of 
western help with training managers. f 
Most of these ideas are to be found in 
the EEC's treaties with Hungary (signed last 
September) and Poland (due to be signed in 
the next month or so). Both treaties promise 
an end to all quotas on manufactured im- 
ports into the Community by 1995. The 
agreement with Poland breaks new ground 
by lowering customs duties on Polish farm 
exports—though only horsemeat, ducks, 
geese, strawberries and sausages get a men- 
tion. Last year's treaty with Hungary left out 
agriculture, in which the Hungarians are 
competitive, but the commission promises. 
that a separate agreement will give them sim- 
ilar concessions. ; 
Hungary would like the Community t 
speed up implementation of the 1988 treaty: 
quotas, it says in an impressive 20-page 
memorandum presented to this week’s 
meeting in Brussels, should be scrapped by 
1990 rather than 1995. The memo stresses 
the importance of help with training manag- 
ers, businessmen and bankers— "those peo- 
ple that have a real impact on the establish- 
ment of a genuine market economy”. It also 
lists a series of requests. For the period 1990. 
92, Hungary expects to need an annual $3 
billion-4 billion of hard-currency finance to 
cover its current-account deficit. Allowing 
for expected levels of foreign investment, 
that leaves up to $3 billion a year for foreigr 
banks to cover. If it got this, says Hungary, i 
would not have to ask for debt relief. 
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Brussels sprouting z 


Relations between the Community and East 
European countries have thickened since 
June 1988, when the EEC established forma 
links with Comecon, the Soviet-dominatec 
trade club. An agreement with Czechoslo- 
vakia was signed in December. Work on 
agreements with Bulgaria and the Soviet 
Union has begun. Talks with East Germany 
will probably start later this year. 3 

These trade treaties are thoroughly po- 
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litical. The EEC is rewarding East Eu- 
ropeans who are trying to be more 
capitalist and more democratic with 
more attractive treaties than their ret- 
rograde neighbours get. Poland and 
Hungary enjoy significantly better ac- 
cess to the EEC market and qualify for 
extra goodies like help with training 
bankers. Czechoslovakia had to be 
content with the removal of some 
quotas. 

Strictly, the commission’s powers 
let it handle only commercial rela- 
tions with these countries. Politics 
should be left to the member-states, 
through what is known as European 
Political Co-operation. But the com- 
mission has exploited the blurred 
lines between politics and economics. 
In April, for example, it suspended 
talks on a treaty with Romania be- 
cause of President Ceausescu’s dismal 
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strange practice which has arisen dur- 
ing talks on treaties with East Euro- 
pean countries. Representatives of 
the member-states sit behind commis- 
sion officials, and although they can- 
not speak they pass notes—which the 
commission's delegates are free to 
take into account or not. Once the 
commission initials a treaty, the docu- 
ment needs the assent of both the 
council and the European Parliament 
to become law. 

For the commission, negotiating 
treaties must now seem the easy part. 
Co-ordinating an urgent relief effort 
is far more daunting. The commis- 
sion has had less than half a dozen 
people covering Poland and Hungary 
(though it is now recruiting a task 
force of two dozen). Its Berlaymont 
building—usually deserted in Av- 
gust—is still humming. Eurocrat 


trade treaty if the Council of Ministers 
agrees to its request for a negotiating man- 
date. It is then up to the commission to do 
the haggling. The member-states are clearly 


record on human rights (the member-states 
later accepted the decision). This summer it 
postponed meetings with Bulgaria because 
of Bulgaria’s mistreatment of its Turkish 


have been cancelling holidays to prepare fou 
another meeting of the group of 24 aid-giv- 
ers in September. Pity them. Most of the 
classy restaurants around the commission 


minority. 
The commission can start work on a 


Peloothered on words 


FROM OUR DUBLIN CORRESPONDENT 


iiw Irish love playing with language. 
More than 400 years of tossing Eng- 
lish around has led to Hiberno-English, a 
language no more tamed by British rules 
than were the lrish themselves. James 
Joyce, Sean O'Casey and other twentieth- 
century lrish writers made it a language of 
world literature. Every summer, university 
professors from around the world pour 
into Dublin to study Hiberno-English 
writing. Just as well: the language is being 
abandoned by the Irish. 

The ancient lrish language was sup- 
pressed by the English colonial rulers. The 
Irish took up English words but kept their 
own grammar, pronunciation and idioms. 
What English grammar they absorbed was 
learned from the Cromwellian settlers— 
notably vulgar people. The archaic Eng- 
lish which survives today as part of 
Hiberno-English is these settlers’ seven- 
teenth-century lower-class tongue, includ- 
ing their solecisms. The Cromwellians can 
be thanked for the frequent Irish use of a 
singular noun with a plural verb (“he have 
ten heads of cattle”). 

Hiberno-English keeps many archaic 
English pronunciations: tea is tay, sea is 
say. Oblige is obleege. English purists may 
be uncomfortable to know that, to hear 
Dryden and Pope rhyme correctly, they 
need to get someone from Dublin's work- 
ing class to read the verse. 
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anxious that the commission should not 
usurp too much power. That may explain a 
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They do be in Dublin 





In Hiberno-English, the plural of you is 
yiz or youse. There is also a habitual tense, 
Which does not exist in English: in 
Hiberno-English, it is signified by “I do 
be”, as in “I do be at dinner every night 
from six to seven." The Hiberno-English 
perfect tense (unknown in Irish) is “I am 
after finishing my tea", while the pluper- 
fect (also unknown) is “I was after finish- 
ing my tea (sorry, tay)." 

Sometimes the sound of “d” becomes 
“j” (as sometimes happens in today's Eng- 
lish). One hears of that great Irish soldier, 
the Juke of Wellington. The juke, indeed, 


was one of the rare eighteenth-century 


are shut for the August holidays. 








Irishmen who tried to iron out his native 
accent. Until the nineteenth century, 
Irishmen of all classes enjoyed speaking 


Hiberno-English. One of Edmund 
Burke’s opponents in the House of Com- 
mons complained that his speech “stank 
of whiskey and potatoes." 

In Hiberno-English, the Irish diminu- 
tive “-een’”’ is used. A "shoneen" is an 
Irishman who apes English ways: “shon” 
is an anglicised form of Sean, or John. A 
shoneen is a little John, that is, a little 
John Bull. Another word for a shoneen is 
a “half-sir’’. 

Irish words pepper Hiberno-English. 
" Foostering', is making a fuss. A “flahoo- 
lagh” dinner is one of generosity and 
plenty. Such an evening could leave one 
“peloothered”’, or drunk. A “bostoon”’ is 
an idiot. A "gombeen man” is a usurer. 
But there is no word for "yes" or “no” in 
Irish. So, in Hiberno-English, a phrase 
like “it is” or “it is not" is used to answer 
a question. 

Alas, school books in Ireland make no 
concessions to Hiberno-English. Mr Ter- 
ence Dolan, head of the department of 
old and middle English at University Col- 
lege, Dublin, fears that Hiberno-English is 
fading. Standard English, in a country 
thirsty for jobs, is taught as the lariguage 
of success. The schools have succeeded 
well with the middle class, creating a pre- 
cious form of English in which “darning”’ 
sounds like "derning" and "crash" like 
"creche". The Irish are after raising a gen- 
eration of shoneens. 
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With computer technology 
becoming more sophisticated 
every day, people are asking 
themselves, "What does my 
company really need? 


The answer — Hewlett-Packard. 
Ne don't make computers just 
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to help you out-perform your 
competitors. 


As proof, we offer you one of 
the broadest ranges of 
computer produc 

ical and commerce 
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Our record for outstanding 
service and support is unpara- 
lleled, as is our commitment 
to industry standards. 


Hewlett-Packard computer 
products are also the bench- 
mark for state-of-the-art 
technology and reliability 
worldwide. 


‘more information please call the HP sales offices: HONG KONG Tel: 5-8487777 MALAYSIA Tel: (03)2986-555 SINGAPORE Tel: 2737388 
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All of which points to one next century, count on Hewlett- 
undeniable conclusion. When it Packard. -ia 
comes to providing companies ES 


with the right solutions for When it comes to priorities, we — 
their computing needs. know whose come first. 
Hewlett-Packard is clearly a L 
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A Better Way 


If you're looking for a computer 
company to take you into the 
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SUCCESS HAS ITS OWN RKEWAR 


T. 
INTERCONTINENTAL 
HOTELS 


Its where you eo when you ve arrived. 


FOR THE UNCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE. 


FOR RESERVATIONS AND INFORMATION CALL: BANGKOK 253-0355/7 BOMBAY 202-3366. COLOMBO 21221. DAVAO 76051/61. HONG KONG 5-255-111 JAKARTA 374-967. MANILA 815-9711. NEW DELHI 301 
PORT VILA 2040. SEOUL 555-5656. SHENZHEN 236-333. SYDNEY 008-221-828. TOKYO 0120-455-655. OR CONTACT YOUR TRAVEL AGENT 











 Sackcloth and Ashes 


( fter England’ s elderly 
cricket team had been out- 
_ played by the Australians, half 
of it was bought by the South 
Africans. Sixteen of the coun- 
try's 30 best players, including 
five of England's six best 
bowlers, accepted £100,000 or 
- | soto play for two winters in 
- | and against South Africa. 


E d Deputy prime minister Sir 


| Geoffrey Howe quashed tab- 
«loid rumours that he or his 
iupporters were plotting a 


— «oup against Mrs Thatcher's 
‘premiership. "It is not in his 


style," said his PPS. 


As the party's membership 
collapsed and its budget def- 
cit soared, the leaders of the 
Social and Liberal Demo- 
crats decided to take action— 
of a sort. They will ask mem- 
bers to vote on whether to de- 
scribe themselves as "Demo- 
crats" or "Liberal 
Democrats." 


rhich h en never p seen" — 
yn Tod dd, June E quickly 





va back s work, and Mr 


= Todd's rGwu called it off.” : 


i i Local authorities now appear 
|. to be taking seriously the need 


for better value for money on 


| their services. The annual re- 


port of the Audit Commis- 
sion for 1988-89 said savings 
| achieved through its recom- 


- ,| mendations are now running 


at an annual £372m. But 
pportunities worth another 
550m await implementation. 
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ISN'T THAT 
SIR GEOFFREY 
AT SILLY POINT? 


John Ogdon, one of Britain’s 
most brilliant post-war 
pianists, died aged 52. 


Fighting on 


. Some pay disputes resisted 


the outbreak of industrial 
peace, all in the public sector. 
The local government dispute 
spread beyond the white-collar 
union NALGO. The London 


- Underground again struck for 


24 hours. Immigration officers 
extended their work-to-rule. - 


A confidential (therefore 
leaked) note written by 
Kenneth Baker when he was 


education secretary urged the 


allocation of more money for 
teachers. 


The Office of Fair Trading let 
the booksellers' net book 
agreement off the hook. But it 
may still be doomed; the 
Pentos Group, which owns 
Dillons, said it would continue 
its crusade against price-fixing; 
and new restrictive-practices 
legislation is pending. 


The United States began re- 
moving Cruise missiles from 
the Greenham Common air 
base, in compliance with the 
INF treaty. The protesting 
women, who had vowed to 
make the arrival of Cruise 
there impossible, remain. 








The NT of Canter- 
bury unsuccessfully asked the 
BBC not to screen a pro- 
gramme which praised the 


“brilliance” of Salman 


Rushdie’s book “The Saane 


Verses”. 





A growing government cam- 
paign against benefits fraud is 
yielding results—and more | 
than paying for itself. Employ- - 
ment secretary Norman 
Fowler warned that this may 
be the tip of the iceberg. 


Striking council workers 
threatened the fun of the Ed- 
inburgh Festival Fringe. 


Using new powers for the 
first time, the Appeal Court 
doubled the three-vear jail sen- 
tence of a man convicted of 
sexually abusing his two 
daughters. It said that incest 
with a girl under 13 should 
usually mean six vears' jail. 
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An IRA bomb eens 
the Belfast-Dublin railwa 
line, but nobody was hurt. 
The train it was Epon to 
wreck was late. 










Greening problems 


The Department of the Envi 
ronment launched a financia 
package which ought to see - 
water successfully into the pr 
vate sector. The cash inject 
one way or another into t 
ten water authorities will 
more or less equal the likely 
sale proceeds. Limits were se 
on future rate rises, but the 

price of getting cleaner water 
still caused alarm. 







































More than 400 people have - 
caught the salmonella virus 
in three unrelated outbreak 
including one at Keble Col 
lege, Oxford. Which? maga 
zine warned that ice-cream 
vans might be unhygienic. _ 


Just when British women were 
starting to take to hormon 
replacement therapy, a nei 
study linked it to cancer. 











The government: proposed 

radical changes to the tow 

and country planning syste: 
hoping to make it self-financ- 
ing. They would also hinder 
appeals against grants of pl 
ning permission. A spokes- 
man for the Council for th 
Protection of Rural Engla 
called the proposals “absur 






























Somerset County Coun 
cussed what to do about all 
the scantily-dressed you 
women motor-cyclists on 
roads. It decided to offe 
skin-care advice. 



















































‘interest Rate Spike? 
| Why do Forbes, Tbe Wall Street Journal, Business 
| Week, Money and Barron's quote financial 
| | forecasts from Young's World Money Fore- 
| | cast? The answer is Richard C. Young's "unique 
1 analytical approach" to forecasting and his 
| "uncanny accuracy." — Nowinitseleventh year, | 
a "Young's World Money 
., Forecast is one of the 
| most widely read busi- 
ness and investment 
forecasting services. 
A three-issue introduc- | 
e tion is yours for next to 
| Pewee You will receive Young's latest forecasts | 
| for interest rates, gold, currencies, the stock 
| market and the US. economy. Just send this ad 
| along with #1 and your name and address to: 
: Young Research & Publishing, Inc. 
| Federal Bldg., Thames St., , Newport, RI 02840] 

























~ Economic and Social Data Seriesi on Diskette 
from the World Development Report 1989 














. The Indicators comprise 32 statistical tables that provide the most 
. comprehensive, up-to-date data available on social and economic 
. development in 120 countries. 


The diskette edition can be used to re-sort any of the data, form new 
. subsets for specific countries, regions, or type of data, or incorporate 
the data into larger sets. Because the data have common attributes 
"across all 120 countries, the diskettes are ideal for comparative 
.. economic studies, regression analysis, or identification of systematic 
_ relationships. 

_ The Indicators are available on double-sided, double-density, 54 inch 
diskettes that can be used on any personal computer with a 54 inch 
("floppy"). disk drive using MS-DOS release 2.0 or higher. The 
-diskettes are available in a set that includes both .WKS format for use 
_ with Lotus 1-2-3 (release la or higher) and .PRN format for use with 
^ word processors and data base software that cannot read a worksheet 
file. 


oA complimentary copy of. the English language paperback edition of World | 
4 QI Open: Report 1989 will be provided with each set of diskettes. 














global business... 


invest in complete set of 
WORLD TELECOM Directories 
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Please mail to: THE ECONOMISTS’ BOOKSHOP, Clare Market, Portugal Street, London WC2A 2AB. 
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Docklands bluff - 


XT week sees the start of a poker 
game which goes to the heart of 
Thatcherism—which is why the prime min- 
ister is taking a keen interest in it. Talks will 


start between the Department of Transport 


and property developers, notably the build- 
ers of Canary Wharf, Olympia & York 
(o&Y), the Canadian property giant led by 
Mr Paul Reichmann. Their subject is the fi- 
— icing of the docklands extension to Lon- 
m Underground's Jubilee Line. Two great 
“tatters are at stake: the government's wish 
to get private-sector cash for new infrastruc- 
- ture, and the future of docklands itself as a 
symbol of a new, prosperous Britain. 
Since 1986, a procession of developers 
-and their tenants have complained that 
transport in docklands is inadequate. The 
. roads are hopelessly congested; the area was 
„never well served by tube; and the new 
^ Docklands Light Railway (DLR), mal by 
-. London Regional Transport (LRT), will soon 
| be unable to cope with demand. The prob- 


2m How East could meet West 
ee 2e Possible routes for a Jubilee Line extension 
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_Esst London away Study 
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lem has turned into a crisis because of the © 


speed with which O&y is building Canary 
Wharf, Europe’s biggest office development. 
When completed, more than 50,000 people 
will work there. 

To get that many commuters to their 
desks, new public transport is needed. On 
26th July, the government published the 
East London rail study (ELRs). Its consul- 
tants argued for an extension of the Jubilee 
Line tube, which now peters out in the West 


to Canary Wharf, and on into east London 


(see map below). At late 1988 prices, the ex- 


tension, supposedly, would cost about 
£900m. The government accepts the 
scheme in principle, and hopes to introduce 
an enabling bill into Parliament in 
November. 

It can only do so, however, once it 
knows who will pay. Earlier this year, minis- 
ters set out policy on new railways for Lon- 
don. The government does not want to 


To Stratíord 
: ^ WEST HAM 


A Alternative or optional 
alignments 
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st from Waterloo to London Bridge 4 
End, through Waterloo and London Bridge - _ 


WOOLWICH m ELIO, . 





subsidise these. Ideally, they 
nanced through fares plus contr 
from property developers whose | 
will be enhanced by any new line. A 
sidy (a "last resort", says the Tre: 
needs to be justified by benefits to 
who do not use the line—those, fo 
stance, who will enjoy emptier roads. ` : 
Sources at the Treasury emphasise t 
it will not start negotiations by workin 
the benefit to non-users and putting 
amount of cash on the table. Instead, | 
start from the other end, looking fi 
direct revenue generated by the ne 
According to the ELRS, if far 
as elsewhere in London, th 
value of that revenue will be 
third of what is needed. But, 
better service should enable th 
set higher fares. Here the fi 
speculative. But fares cannot 
revenue would just fall off ag 
surprising if fares of all kir 
more than half the £900n 
outset, therefore, the 1 
looking for up to £450m 
ers. Whitehall expects th 
“very tough indeed.’ 
Even for a giant like oa, whic 
comment on the negotiations, that is 
money. But the government has a 
card or two. It knows that the Reichr 
are committed to docklands just as it 
It has in 1 mind too that | Oo&Y dens roll 

































































in to Bonk jv je year ey prop 
to LRT a new tube to shuttle comn 


arranged d half the finance, 
that in loans. O&Y's direct contri 
the DLR extension has been wort 
£60m, and it would have offered 
£50m for the proposed shuttle. Lots of 
on the table there, but not of th 
needed for the Jubilee Line 
Moreover, the present plan may no 
attractive to O&Y as the shuttle it the 
last year. | 

There are two reasons for tha 
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in the nature of a private grant; the devel- 
ers will not get an equity stake in the line, 
they would have with O&v's shuttle. Sec- 
dly, when LRT decided that it wanted the 
Allee Line extension instead of a Canary 
arf shuttle, the game changed. Under 
's proposal, only it and a few other de- 
pers would have benefited. But extend 
Underground and potential beneficia- 
pop up all over east and central London. 
ill want them to pay, too. 

The developers will have one other card 
ir hands. There are very few modern 
es in the world where private money 
intributed much to mass-transit sys- 
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XFORD says it is strapped for cash 
X and has launched a public appeal for 
£220m. Yet the 33 autonomous colleges 
within its federal structure appear as 
wealthy as ever. Does this mean the col- 
leges are less well-endowed than an out- 
| sider might think? Or do they choose to 
. pool less than the university needs? And if 
so, what lies behind their 
|. The Economist reckons 
. the 1980s have been a 
golden age for college fi- 
. nances. For their capital as- 
sets, that is: motivated by a 
“mixture of prudence, en- 
_trenched practice and politi- 
-cal calculation, they have 
curbed the growth of their 
cash income—and in the 
process have largely ducked 
e need to provide the uni- 
versity with extra resources. 
iis has forced it to launch a 
singenuous appeal that un- 
lerlines just how anomalous its structure 
has become. 

. The vice-chancellor questions our 
umbers and attributes our views to “a 
fundamental misconception of the institu- 
ion”. Is he right? 

There seems no disagreement about 
he jump in the university's nominal total 
ncome. It was £32.8m in 1976-77 and 
115.8m in 1987-88. Sir Patrick describes 
his as a real gain of 24.896, because he has 









ributions to the Jubilee extension will. 



















tems. In Hongkong (where high 
from fares make huge subsidies unnec- 
essary), private-sector developers paid for 
the rights to build offices over new stations. 
These deals, regarded as a resounding suc- 
cess, raised HK$3.8 billion ($487 m) from de- 
velopers against total project costs of about 
HK$25 billion—or about 1596. Apply that 
percentage to the Jubilee extension, assume 
that O&Y would pay half of the private-sec- 
tor contribution, and Mr Paul Reichmann 
would probably write the cheque for £67m 
over breakfast without waiting for the toast. 
Things will not be that easy, but Mrs 
Thatcher wants a speedy solution. The line 
is the very best chance of getting property 


B 


Oxford's riposte: our response 


ast week Oxford University’s vice-chancellor, Sir Patrick Neill, ar- 
gued in a letter to the editor of this paper that our analysis of its fi- 
ances on July 8th had been misleading. We reply 


with a 54% gain. 

Neither figure suggests an institution 
that is scraping by. But which is the fairer? 
Sir Patrick’s index is to some extent in the 
universities’ own control. Suppose, say, 
they had raised salaries wildly in recent 
years. Then their pay and prices index 
would have soared wildly, and their real 
income might even appear to 
have fallen. We prefer the 
RPI, the common standard 
by which most people arrive 
at a sense of real prices for 
most day-to-day purposes. 
Ask the BBC or British 
Telecom. | 

Again, Sir Patrick denies 
the 3096 increase we attrib- 
uted to the government's 
contribution to Oxford over 
the same period. We defined 
the contribution as the so- 
called block grant plus tu- 
ition fees, research grants 
and training support grants. 
These were worth £27.3m in 1976-77 and 
£81.5m in 1987-88—a 30.3% jump, when 
adjusted by the rise in the RPI, or 5.5% us- 
ing the universities’ pay and prices index. 
Sir Patrick cites a fall of 6.496; but it is not 
clear how he has defined the govern- 
ment's contribution. 

Research grants and contracts are 
itemised at £2.25m in the university's ac- 
counts for 1976-77 and £18.83m in 1987- 
88, representing increases of 266% and 
196% respectively, using the same two in- 
dices. The vice-chancellor’s 108% implies 
a second discrepancy over definitions. 

The Economist has estimated the en- 
dowments of eight colleges. Sir Patrick 
does not comment on our figure of about 
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developers to pay for infrastructure; if the 
talks fail, the Treasury's “no-subsidy”’ policy 
is in tatters. And there is trouble brewing in 
docklands. Kentish Homes, a property com- 
pany with high exposure there, is in receiv- 
ership; rumours surround others; the Lon- 
don City airport looks like a white elephant. 
Mrs Thatcher will not want to give up tight 
public-spending controls, but neither does 
she want a row with the developers who 
have given— literally—concrete form to her 
dream of an enterprise society. If the negoti- 
ations break down, says one involved in 
them, then “docklands fails". Let the game 


of poker begin. 





£70m for his own college, All Souls, but 
refers instead to "informal inquiries" 
made of other colleges which "suggest" an 
overvaluation. This response catches.ex- 
actly the general avetsion of the university 
to any straightforward discussion of 
numbers. 

To illustrate our methodology, here is 
the basis of our estimate of around £50m 
for Merton. Its endowment income in 
1967-68 was £111,000. The yield on the 
FT-A All-Share index was 3.4% that year: 
assuming Merton matched that, its equity 
portfolio was then £3.3m. This value has 
been lifted for each subsequent year by 
the reported net purchase of shares and 
by a percentage equal to the respective 
year's movement in the FT-A All-Share, to 
produce a closing value for 1987-88 of 
£21m. The college's income from land in 
1988 has then been assumed to represent 
the same yield as that achieved last year by 
the Church Commissioners on their land 
portfolio (4.996, 1.796 and 4.696 respec- 
tively for agricultural, residential and 
commercial land). This implies a Merton 
land portfolio of £25.4m, giving a total en- 
dowment of £46.4m. À roughish esti- 
mate, obviously, faute de mieux. 

Sir Patrick points to recent financial 
support of the university by the colleges 
and thinks The Economist ungenerous in 
its treatment of the way the richest col- 
leges help the weaker ones. The support 
he cites means that the university pays 
4096 rather than 4596 of the combined 
bill for non-science lecturers. Of 33 col- 
leges, only three (including Sir Patrick's 
own) have stepped forward with direct 
funding for university posts. The £lm 
cross-subsidy paid by the rich colleges is, 
in real terms, less than half the equivalent 
sum paid in 1967-68 (£338,000 or £2.4m 
inflated by the rPI). It looks meagre in- 

deed after the investment bonanza of the 


1980s. 
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~ aangeable face 


voOCk strike 


Odd Todd 


66 "RE going to expose what's been 

going on in this union," yelled a 
docker at Transport House, near to tears, as 
news leaked out that the national executive 
had voted to call off the dock strike. It cer- 
tainly looked as though something funny 
had been going on. 

Mr Ron Todd, general secretary of the 
Transport and General Workers’ Union 
(rGwu), had spent May and June restraining 
members angered by abolition of the na- 
tional dock labour scheme. By July, he had 
metamorphosed into a militant, rallying 
doubtful dockers to fight. On August Ist, he 
caved in. An odd way of managing a strike, 
perhaps; but once you consider the various 
' its Mr Todd has to wear, not as irrational 

it might look. 

His early moderation was mostly to do 
with money. Todd the Mod had seen what 
happened to unions that disobeyed Tory la- 
bour law. The seamen had had their assets 
sequestrated, and Mr Todd was not plan- 
ning to see his union's £77m locked up in 
anybody's vaults. While the union was bat- 
tling in the courts to establish the legal sta- 
tus of its strike demanding a replacement for 
the dock labour scheme, some dockers came 
out unofficially. Todd the Mod begged them 
to go back. 

Reassured about his assets by a House of 
Lords declaration that the strike was above 
board, Ron the Ranter emerged. At the 
union’s annual conference on June 26th, he 
threatened the employers with "a dispute 
the like of which you have never seen”. The 
men came out on July 10th. Though the 
strike began to crumble as soon as it started, 
Ron the Ranter continued to bang the mili- 
tant drum. On July 28th, he harried a con- 
ference of doubtful delegates to fight on and 








promised that he and his officials would 
tour the country's ports to stiffen the back 
of the wilting strike. Some unfortunates at 
the London port of Tilbury who had already 
gone back to work believed him and came 
out again, risking the sack. Four days later, 
he called the strike off. 

Mr Todd's militancy has mystified ob- 
servers. As many shop stewards and union 
officials were already arguing before the 
strike was called, the union could not win. 
Once the scheme was abolished on July 3rd, 
employers were free to sack dockers and to 
employ scab labour in their place. The coun- 
try was unlikely to suffer much from a strike 
in the scheme ports: ports outside the 
scheme account for about half of Britain's 
trade and were ready to take up the slack. 

Ron the Ranter is best explained by 
union politics. The TGwu has been unusu- 
ally fractious and divided of late. Mr Todd's 
militancy looks like an attempt to rally his 
supporters on the union's left wing, who 
might have turned against him if he had 
played soft all along. 

There is an important audience outside 


Water privatisation 


Howard's dowry 


N THE bad old days, they used to be 
called subsidies; now the government 
calls them "dowries". As the metaphor im- 
plies, the market might have spurned the 
water industry if the government had not 
provided the water authorities with a nice 
lump of cash before sale. But after the an- 
nouncement on August 2nd of capital ar- 
rangements and the pricing formula for wa- 
ter, the City looked provision- 
ally satisfied with the match. 
The water minister, Mr 
Michael Howard, said that the 
government was giving the in- 
dustry a "green dowry” of £1.2 
billion in cash and a write-off 
of £4.9 billion of its £5.5 bil- 
lion-worth of debt. The provi- 
sions were more generous than 
expected. The Labour party is 
complaining about the taxpay- 
er's contribution to this un- 
popular privatisation. So, no 
doubt, is the Treasury, which has been bat- 
tling against the environment ministry's 
generous urges. Selling the industry is ex- 
pected to raise £5 billion-£6 billion, leaving 
the government with a profit of about zero. 
K, the percentage points by which each 
year's rise in water charges can exceed retail 
price inflation, has been variously set across 
the country at rates averaging 596. The gov- 
ernment wanted k to be around 396-496; the 
water authorities 896-1596. The compromise 
is reckoned to be on the low side of what was 
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the union, too: the employers hom he 
TGWU will take on next. A docks dispute i s 
always emotive; but the dockers involved i n 
this strike—9,400 out of the union’s 1 3m 1 
membership—are small beer. The 100,00 ) 
carworkers are more important. M 
The big challenge for the union is d 
where talks begin in September. Ford is seer 
by employers and workers as the begi nin, 
of the private sector pay round, «c th 
tone for subsequent deals. Cynics sugg 
that even if the union was never likely tow vi 
the dock strike, it was worth trying to pt o 


long it in order to frighten the car bosses. 
Instead, the short-lived strike has im- 
pressed nobody. Mr Todd talked of a three- 
month dispute; when he called it off, more 
than a third of the ex-scheme dockers were 
back at work, just under a third had taken 
£35,000 voluntary redundancy money or 
been sacked, and only about 2,750 were still. 
out. Mr Todd now faces the contempt of 
those who ignored his militancy and of the 
strikers who feel he has betrayed them. But, 
unlike some of those who trusted his judg- 
ment, he keeps his job. -A 


expected. 

Water consumers will hardly thin 
Yet environmentalists will not be thrilled, 
either: k’s level allows for £17.3 billi 
worth of capital expenditure over ten years are 
That, Mr Howard says, will not allow the wa: 
ter duthofities to meet all EEC standards by 
1993, the date the European Commissio 
stipulates; nor by 1995, the date the British 
government has talked of. And the City he he 
its worries. The industry is expected to yiek 
a little less than the market average; ih 
you would expect, compensating security. 
But according to Mr Lakis Athanasiou, a 
water analyst at the stockbro- 
kers UBS Phillips & mie | 
looks risky at present.The fi 
ures around which k is bui 
leave out two unknowi " 
There will be a chunk of spend- 
ing on problems which ar 
known about, but whose cos 
has not yet been calculated— 
like a filthy beach which the 
scientists and engineers have 
not yet worked out how is 
clean up. And more cash w 
be needed for regulations that 
the EEC may impose in the future. i . 

There is a provision for raising charges 
above the level allowed by k, called "ci 
passed-through". But the government i 
vague about how much of those uncer 
ties it applies to. The market will worry th: E at, 
if the new director-general of water se ices 
Mr Ian Byatt, has to decide he will be susceg 
tible to government pressure; and that i it w vi 
tend to press him to squeeze the sharehold 
rather than the consumer. 
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| Astride her 


| trolley 
- UTOCRATIC, fanatical and ar- 
|l rogant—and that's what her 
|| friends call her. Not Mrs Thatcher 
; = but Lady Porter, the controversial 
| right-wing leader of Westminster 
| Council, Britain's richest local au- 


EB 
| VIXI 


| ! 


|| thority, right in the heart of London. 
|| Like Mrs Thatcher, Lady Porter is 


BE 


|| the daughter of a grocer— Tesco su- 


| permarket founder Jack Cohen— 


|| whose reverence for sound business 
| practice she inherited and now ap- 
|| plies to the arts of government. 

| She claims to epitomise every- 
| thing socialists detest, but is fast be- 


|| coming the béte noire of Conserva- 
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|. tive colleagues too. And she is being 


i 


. pursued with growing hostility by the 
|| media, which is not without irony for 
. a politician addicted to publicity: she 
. once dressed up as a Red Indian and 
on another occasion led a camel to 
Downing Street. 
| Like most headline-hungry lead- 
| ers, Lady Porter adores initiatives. A 
key one has been the "Quality of Life 
Initiative"—a massive clean-up cam- 
paign aimed at targets ranging from 
Soho sex shops to pavement dog dirt, 
the latter combated with special, 
. freeze-dry vacuum cleaners. 
= Less applauded has been her 
“Building Stable Communities" ini- 
tiative. For "stable" read “Tory”, say 
critics, pointing to the massive sale of 
council flats in carefully chosen mar- 
|| ginal electoral wards. And her obses- 
|| sion with privatisation has got her 
|| into deep trouble. Eager to get rid of a 
| loss-maker, in 1987 she pushed 
|| through the sale of three council- 
|| owned cemeteries to a property com- 
| pany for 15 pence. A public outcry 
|| has forced the council to agree to buy 
|| them back, though the asking price is 
|| now closer to £10m. The fiasco has 
|| fuelled Tory worries that her public 
| image might be a liability. 
| That 50 senior officials have left 
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| demoralisation. “She likes her own 
|| way," as her husband puts it. 
| But sacking their leader would be 
| risky for Tories, whose majority on 
|| the council is just five. So for now, 
|| Lady Porter can continue to blud- 
|| geon her way through London poli- 
_ tics, with all the finesse of one of her 
father's supermarket trolleys. 
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point is, John, d 
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Dairy farming 
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Right climate for change 


d grass is growing slowly down on the 
farm these days. That is bad news for the 
cows. But it is worse for those farmers who 
had planned maximum milk production to 
coincide with peak seasonal price subsidies. 
And it is possibly worst of all for the Milk 
Marketing Board (mms), the monopoly 
body charged with buying milk from 32,000 
farmers at a standard price and selling it on 
to the market. Its plans to meet the custom- 
ers' needs are in danger of being thwarted by 
the drought. 

Dairy farmers have increasingly adopted 
the autumn as the time when their herds 
calve. This cuts milk production in the 
spring and summer months, which is awk- 
ward for dairy product companies. 
Yoghourt makers, for example, sell lots of 
cartons in the summer, and cheese makers 
like to build up stocks which can mature for 
winter sales. So the MMB has been steadily 
upping its price for August milk. Last year's 
seasonal bonus of 2p a litre has been lifted to 
3.24p this month, on top of the national go- 
ing price of about 17p a litre. 

Now the shortage of fresh grass is frus- 
trating those farmers who anticipated the 
MMB's move. Some have started using the 
stocks of silage built up in May and June for 
the coming winter. But just as the summer 
grass is thinner, so are this year's silage 
stocks. 

Despite the present drought, though, 
dairy farmers have had a decent year. Cer- 
tainly they have had more to smile about 
than most other farmers, as land prices have 
dipped and cereal prices have fallen sharply. 
Milk prices have been helped by the elimina- 
tion of EEC surpluses. Cattle of all descrip- 
tions have been in strong demand, both 
from rearers and butchers. Dairy farms 
themselves have increased in price. Milk 
quotas—that is, production volumes eligible 
for the going MMB purchase price, which can 





be traded as separable assets—are now 
worth some 45p per litre. The cost of leasing 
a quota also reached a record last month, at 
7.2p a litre. 

Some industrial consumers of milk look 
a little less happy than the producers. Re- 
duced milk supplies are causing concern 
among dairy manufacturers, who face the 
threat of imports. Cheese production was 
brought to a halt by lack of milk last summer 
and looks likely to be severely cut back again 
this year. This will probably stoke further 
criticism of the MMB at least from the large 
trade buyers. They would prefer to reach 
their suppliers directly, without the inter- 
mediation of a bulk buying agency. Which?, 
the consumer magazine, spoke out against 
the board last month, urging the govern- 
ment to review its pricing system and mo- 
nopoly rights. 

The government is keeping its optio 
open. Baroness Trumpington, junior minis- 
ter at the Ministry of Agriculture, said in a 
recent parliamentary debate that it had “no 
plans to make changes to the present milk 
marketing arrangements, (but) it is clearly 
sensible to keep under review the rapid 
developments which are taking place in this 
sector.” 

The MMs itself has not been slow to re- 
view its own rôle. It has hived off its factories 
and delivery operations as Dairy Crest, and 
has turned its cattle breeding activities and 
farm management services into separate di- 
visions. At its annual general meeting on 
August Ist its chairman, Mr Bob Steven, 
seemed remarkably candid in accepting crit- 
icisms levelled at the MMB’s rigid structure of 
sales prices. The present system, he said, was 
a blunt instrument which “does not ac- 
knowledge the basic rules of supply and 
demand . . . It is our intention to seek and 
obtain reform.” Brave words. 
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_Lord Young's tale 


~“Inall my time", said a senior civil servant 


with 37 years experience, "I never saw a 
minister who could drive policy so effec- 
tively", "The best people will be very 
sorry to see him go,” said one of White- 
hall's rising stars. No; they were not talk- 
ing of Sir Geoffrey Howe, the darling of a 
hundred articles since the Cabinet reshuf- 
fle, but of Lord Young, whose departure 
from the government has raised hardly a 
comment. And therein lies a salutary ol 
for Britain. 

Lord Young was no paragon. He could 
paint policy with too broad a brush. He 
had too much liking for hype. Still, it is 
curious. Many of his best civil servants at 


-W the Manpower Services Commission 
. from 1982 to 1984 (when it had the cre- 
ativity and drive that all government de- 


partments should have, but few do), the 
Department of Employment or the De- 
partment of Trade and Industry found 
him a determined and decisive minister. 
Yet elsewhere in political London— 
among the professional politicians, in 
both houses of parliament, and their pro- 
fessional chroniclers in the press—Lord 
Young's star never shone. He was, they 
thought, not one of them. 

And of course they were right. He had 
never been a professional politician. He 
was not good on a public platform, or in 
the House of Lords. He did not like talk- 
ing to 20 people in draughty village halls. 
“He rose above politics, " said one of his 
former officials this week. "He asked what 
was the sensible thing to do, and then 
looked for a political way of doing it." 
Many ministers habitually make their pol- 
icy choices the other way round. 

Lord Young suffered from jealousy. 
Professional politicians have worked their 
way up a tiresomely steep ladder. They 
have tramped streets, licked envelopes. 
Once in parliament, they live a life more 
miserable than any outside it can know. 
So they do not take kindly to seeing power 


...] exercised by those who have leapfrogged 
- jj. over them. Just as Lord Young was sniped 
. at, so was Frank Cousins in 1964, and 


John Davis in 1970, when they were trans- 


“lated from union and boardroom to the 


cabinet. Those in politics’ trenches like 


- J|. shooting at the officer class, especially at 
those of it who have not come through 


the ranks; Lord Carrington, then foreign 
secretary, was shattered when, after Ar- 
gentina had invaded the Falklands in 
1982, a meeting of backbench Conserva- 
tive MPs gave him hell. 

Permanent officials and politicians will 
always see the world differently. But the 


fact that politicians react in the way they 


do reveals an important truth about Brit- 
ish constitutional arrangements. On the 
conventional view, public policy must be 
made and ministerial power exercised by 
those who are politically committed to a 
party in parliament. This parliament is 
sovereign—not simply in the narrow, le- 
gal sense, but because it is the grand in- 
quest of the nation. Those who hold 


power must not only be accountable to- 
parliament; they must be drawn from it, 


for if they are not, the very sovereignty— 
perhaps one should say the centrality —of 
parliament will be threatened. 


Lord Young: sensibly an outsider 


But now that parliament has gone 
home, it is safe to ask whether this con- 
ventional wisdom makes sense. Not every 
country limits its senior ministers to those 
who have spent a lifetime as professional 


. politicians. America is not noticeably the 


poorer for trawling for potential cabinet 


members from a wider pool than just 


those who have served in Congress or a 
state legislature; nor is its government no- 
tably less democratic than one where all 
the spoils of office go to professional poli- 
ticians. 

Consider a prime minister facing a re- 
shuffle, as Margaret Thatcher did last 
week. She has remarkably little room for 
manoeuvre. She is limited in her choice of 
ministers to a small number of people who 
have chosen the kind of career for them- 
selves that few sensible men—even those 
who wish to contribute to their country's 
well-being—would willingly accept. And 
it shows. Beneath the headline-grabbing 
moves of the reshuffle were a host of 
changes in which one Buggins or another 
moved from department to department. 





|. nor members of the House of Lords, bu 





See you at the seaside 
































































Would it eun not i: on h sprinkling 
little outside seasoning on the politi 
roast? 

There are plenty of possible mo 
tions to the present system. A prime 
ister could appoint more outsiders to g 
ernment positions in the Lords. She co 
appoint ministers who were neither MPs 


allow them to defend themselves in th 
House of Commons. All such scheme 
provoke shrieks of horror from those wh: 
think that parliamentary sovereignty arx 
the British way of doing things are per 
fect—or at least, with a tweak here o 
there, easily perfectible. In the case of th 
appointment of outsiders this arro 
for such it is, may not matter o 
The world will not come to an Lend if | 
Young cannot maintain high office. 
But in respect of two of the big 
questions that face Britain in the 1990s 
questions to which this page has return 
over the last three months—the exister 
of this kind of belief in the ineffable wis 
dom of its political traditions really doe 
matter. The first is how the nied King 


of economic and social issues, while pre 
serving its identity. : 
In both those cases, the parrot cry o o 
"parliamentary sovereignty” is pr 
foundly dangerous. If the centrality of. 
Westminster parliament is unchallenge 
able, so that it is impossible to set up 
subsidiary parliament in Edinburgh, | 
the United Kingdom might break 4 
Does that matter? It would if Scot 
then became as unhappy a place as Ire 
is now, or if that unhappiness spread” 
England. » 
Similarly, if parliament's privileges ar 

so inviolable that its power cannot b 
shared with institutions on the Europe 
mainland, then Britain may not be able 
share in the benefits that will flow from 
closer union among Western Europea: 
states. Does that matter? Ask if Britai 
noses-in-the-air attitude to the Sch 
plan and the Treaty of Messina matt 
Forget the stories about whether, | 
shuffle, Sir Geoffrey is up or down, i 
out; it is the runes around Lord You 
demise that are worth reading. 
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Sensible politicians are taking a bre 
throughout August, and so is this page 
Bagehot will be back in time for the part 
conference season starting in September 











IEEK 


charges that Russia has delib- | 
erately underpriced a disinfec- 


tant, potassium permanga- 
nate, in Europe. 


Washington rumour had it 
that the American govern- 
ment has ditched a plan to 
subsidise the country’s infant 
high-definition television 
industry. Not a moment too 
soon. 








e City of London's for- 
gn profits fell by 151296 last 
ear to $13.2 billion. The re- 
ts were blamed on an ex- 
tionally unhealthy insur- 
ice market. All the same, the 
nvisible earnings" raked in 
Y banks, insurers and brokers 
were still big enough to cover 
itain's car imports. 






A “big bang" in Spain. The 
individual licensed agentes, 
who have monopolised trad- 
ing on the Madrid stockmark- 
et for 160 years, gave way to 
limited companies, many with 
foreign partners. i 























P. Morgan, a snooty New 
rk commercial bank, wants 







. to reduce its work force by a Bids and suits cleared. 

_tenth—or roughly 1,500 em- | 
loyees—over the next 18 After a nine-month campaign 
honths. Britain's GEC and West Ger- 







many s Siemens cleared the 
final regulatory hurdle in their 
campaign to acquire Plessey. 
They now have three weeks in 
which to relaunch their bid. 









the FBI's 2!/-year investiga- 
ion into the Chicago futures 
led to the indictment of 
traders, 21 of them under 
he notorious RICO Act. 












Ulrich Immenga resigned as 
chairman of West Germa- 
ny's Monopolies Commis- 
sion after it came out in fa- 
vour of the controversial 
proposed merger between 
classy carmaker Daimler-Benz 
and West Germany's aero- 
space group, Messerschmitt- 
Bólkow-Blohm. 






an's Ministry of Finance 
postpone the sale of the 
th tranche of the govern- 
nt's shares in Nippon 
'elegraph and Telephone. 
he sale, worth around $15 
illion, was planned for this 



































'ear of revolution 


e European Commission 
ald the Spanish and West 
erman governments to scrap 
t alter 47 state-aid packages 
o their car industries, each 
orth more than $13m. 


An American court found 
Korean Air Lines guilty of 
wilful misconduct when flight 
KAL 007 flew off course in 1983 
and was shot down by a Rus- 
sian fighter. The airline has 
appealed against the ruling, 
which clears the way for fam- 
ilies of the 269 who died to 
seek punitive damages. 


'arately the commission be- 
an an investigation into 
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ropean television companies 
to use mostly European-made 
programmes. MPAA members _ 
sold $630m worth of footage 
to Europe last year. 


People 


The $21 billion bid, led by Sir 
James Goldsmith, to break 
up B.A.T Industries moved to 
the American courts. The 


| 
British conglomerate’s Ameri- 
| 
| 













A long duel to develop Hong- 
kong's first cable television 
system has been won bya 
consortium of international 


can insurance subsidiary, 
Farmers Group, signed up as a 
co-defendant with various 


state insurance commissioners | companies led by Sir Y.K. 
whose right to interfere in the | Pao's Wharf Holdings: it will 
takeover is being contested by | spend up to $700m on what 


Sir James's lawyers. could be the world's biggest 
single cable franchise. 

As part of its apology to Ed- 
mond Safra for helping to in- 
form unfavourable articles 
about the Swiss-based finan- 
cier and former employee, 
American Express agreed to 
pay $8m to charities. 





Swaps galore 





The Bank of England forced 
Jonathan Cohen, the former 
chief executive of County 

Nat West, to resign from his 
more recent job as vice-chair- 
man of Charterhouse, another 
London merchant bank, for 
his involvement in the Blue 
Arrow affair. 
















As companies learn how to 
limit their risks to currency 
and interest rate movements 
the world's swap markets 
have boomed. By the end of 
last year the total outstanding 
was $1.3 trillion. 








Bottom lines 


Wang Laboratories, once 
one of Ámerica's computer 
hotshots, lost $424m in the 
year ending June 1989. More 
cost-cutting and restructuring 
programmes look inevitable. 





| 
Opera-loving Polygram, part | 
of the Dutch electronics giant 
Philips, paid an estimated 
$300m for Island Records, a 
British record label best 
known for its reggae stars and 
U2. Island's founder, Chris 
Blackwell, who started the 


Bad debt provisions made an- 
other dent in Britain's clear- 
ing banks’ pre-tax profits for 
the six months to June. Na- 
_tional Westminster reported a 
business from the back of a | fall from £702m ($1.2 billion) 
Mini Cooper 27 years ago, will | in the first six months of 
pocket a third of that sum. | 1988) to £352m; Barclays 


































zd. down from £642m to £590m; 
The Motion Picture Associ- | Lloyds from £452m to £93m; 
ation of America con- | an nd 


d from £3l3m toa 


demned EEC plans to force Eu- i 31m. 










































MIDLAND, MICHIGAN 


TRUGOLING to manage far-flung busi- 


nesses in every corner of the world, mul- 
tinational companies often seem to be pe- 
rennially reinventing the wheel, dashing 
from one reorganisation to another and 
back again. Dow Chemical, headquartered 
in Midland, Michigan, has been one of the 
most assiduous corporate tinkerers with 
global organisation. Nevertheless it stuck 
with its original idea and after a quarter of a 
century of fiddling it seems at last to be get- 
ting it right. 

In the 1960s Dow pioneered matrix 
management, a system which required line 
and middle managers to report to a number 
of different bosses, rather than just one, de- 
pending on where they worked and what 
they did. Dow's matrix was enthusiastically 
promoted by management gurus in the 
1970s as a way to break down departmental 
“nd national barriers in over-centralised in- 

national businesses. 

In practice, many companies, including 
Dow, found that, instead of promoting in- 
ternal communication, a matrix generated 
miles of red tape, scores of committees and a 
labyrinthine bureaucracy. Matrix manage- 
ment stopped being flavour of the month. 
Gurus moved on to new theories about ways 
to run a global business (see the box over- 

. leaf). Many companies abandoned their ma- 

trices. But not Dow. Eventually, it worked 
out a more flexible version. Though other 
factors also have been at work, Dow credits 

- this with helping it outperform competitors 
- in the chemical industry. 

Dow is the most successful worldwide 
operator in an industry that has líttle choice 
but to operate globally because the barriers 
between national markets have long been 
breached and competition has increased 
sharply. Chemical producers need to manu- 
facture close to supplies of raw materials and 
energy. Basic products are turned into inter- 
mediates in countries where there is a suit- 
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Dow draws its matrix again- 
and again, and again... 


able infrastructure and workforce, and then 
transformed into finished products close to 
where they are sold. 

The firm has plants in 32 countries and 
a leading market position with many of the 
1,800 different products it makes. It is the 
world's biggest producer of ethylene, a basic 
petrochemical feedstock, and of polyeth- 
ylene and polystyrene, two major plastics. 
Europe, where Dow set up manufacturing 
facilities in the early 1960s, accounts for 
about one-third of its sales. Most other 
American chemical firms closed or sold off 
their manufacturing plants in Europe dur- 
ing the 1982 recession. Mr Frank Popoff, 
Dow's chief executive officer, says the com- 
pany's revamped management matrix helps 
explain its staying power in Europe and its 
dazzling international performance. 

At first glance, Dow's matrix still looks 
fairly conventional. The company is split 
into three overlapping components: func- 
tion, which includes things like R&D, manu- 
facturing and marketing; business, the 
products themselves; and geography. Em- 
ployees' jobs are described by all three: a 
plastics salesman in Spain. Most managers 
report to at least two different bosses. 

Dow’s original matrix was not much dif- 
ferent. Management consultants originally 
liked such systems because they seemed sim- 








ple and rational. Companies could respo 
to local market needs, while ke 
mind corporate objectives. Yet mul 
porting channels led to confusion and 
flict. Dow's over-numerous bosses 
an unwieldy bureaucracy. The overl 
responsibilities resulted in turf battles 
lack of accountability. Area manage 
agreed with managers overseeing. 
sectors about which plants should be b 
and where. Instead of making it easier to s 
priorities, the matrix often made it harder. 
The firm blames its original m 
structure for a number of poor decisi 
Bulk chemicals, for example, are chur 
out in huge quantities. The bigger thep 
the more return on investment. Howe 
local markets also require different fo 
the stuff, with different qualities or colour 
Each area wanted its own plant and 
though this was obviously uneconomic, 
many plants were built. É 
In the 1970s Dow tried to resol 
problem by giving ultimate authority 
geographic managers. But the comt 
then became overrun with “area c 
ons”, each trying to grow faster and be 
ger than supposed colleagues in othei 
of the world. The approach led to a se 
poor investment decisions in bulk « 
cals, while markets promising much: 
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uld have had 


ood excuse to junk its matrix in 1978 
en it identified these very markets as two 
s next big growth areas. The drugs busi- 
» in particular, is different from bulk 
micals. Dow's top managers realised it 
ld never thrive if it were managed under 
rities imposed by a system set up for the 
ipany s mainstream chemicals business. 
egulatory and marketing requirements 
rugs vary so much from country to 
/ that local needs are often far more 
ant than reducing manufacturing 
on. 

'harmaceuticals, bigger returns come 
lobal marketing and research than. 
‘ale economies of production. And 
ewcomer like Dow the best way to ex- 
n drugs, unlike chemicals, can be 
gh acquisitions; it can take a decade or 
to build up a drug research or market- 
eam, only a couple of years to build a 
nicals plant. Dow has just announced 
sto buy, for some $4 billion, a mid-sized 
erican drug company called Marion. 
Instead of abandoning the matrix, Dow 
ded to make it flexible enough to cope 








Proteus observed 


A. ness organisation is like the search for 
Jtopia: the destination is unreachable, 
ut those who wish to better their lot still 
annot stop trying to get there. To recog- 
ise this, today's manage- 
nent theorists say that, in- 
tead of looking for the 
ingle best structure, manag- 
should hone organisation 
lis. That way, they can or- 
lise and re-organise their 
mpanies to prosper amid 
atever adversity world 
rkets throw at them. 
In a recent study of multi- 
ionals*, Mr Chris Bart- 
(4 and. Mr Sumantra 
hoshal, two . business- 
‘hool professors, claim that 
| companies that have ex- 
anded outside their home country can 
sughly be divided into three generic 
-s—each with different strengths and 
Aultinational. When companies like 
er first went abroad, communica- 
ns were poor ahd trade barriers high. 
foreign subsidiaries became miniature 


e given broad freedom to adapt to lo- 
iness conditions. 





cas of the parent comp ny, and they 


nternational. By the time American 
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“with different kinds of businesses, with dif- 
ferent priorities, within a single manage- 
ment system. A small team of senior execu- 
tives at headquarters now helps set the 
priorities for each type of business— return 
on investment, market share, expanding 
into a new market, or new product develop- 
ment. | 

After priorities are identified for each 
business sector, one of the three compo- 
nents of the matrix which managers have to 
worry about— function, business or product 
area, and geography—is also chosen to carry 
more weight than the other two in any deci- 
sion-making process. Which component 
takes the lead varies according to the type of 
decision and the market or location in 
which the company is competing. 

It sounds confusing, but Mr Popoff in- 
sists that it works. Probably the biggest gain 

-for Dow is that now the company contains 
champions for individual businesses and 
functions (manufacturing, marketing, R&D) 
as well as for countries or regions. Another 
benefit is that big capital investments are ex- 
amined by a global steering committee with 
representatives from the main regions and 
types of business. | 

The company credits its more flexible 
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companies like Procter & Gamble started 
expanding widely abroad after the second 
world war, communications had im- 
proved and American companies had 
trained up hordes of professional manag- 
ers who could be counted on 
to carry American technol- 
ogy—and the  head-office 
way of doing things—to the 


€ Global. By the time the 
Japanese launched them- 
selves into the world, trade 
barriers had fallen still fur- 
ther and the pace of techno- 
logical change had quick- 
ened. The organisation 
which took best advantage 
of those changes concen- 
trated on a single product, 
typically sold so similarly 
around the world that overseas offices 
were really little more than distribution 
centres. | 

Each form of organisation has differ- 
ent advantages. Multinationals can be 
wonderfully sensitive to local market 
needs. Unilever in India concentrated on 
bar soap for washing clothes on rocks. 
Conversely, Procter & Gamble launched 
one of the first Euro-brands, a liquid laun- 
dry detergent. But neither firm could eas- 
ily tap the global economies of scale with 
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furthest reaches of the earth. — 


markets, another for products. 


atrix wit g an division in 
the early 1980s the first company in the 
chemicals industry to buy its oil-derived 
feedstocks on the spot market. Most chemi- 
cal companies now do so. Dow’s newest 
plants are also designed to switch from 
naphtha to liquefied gas feedstocks inside 24 
hours. The plants of competitors often re- 
quire days to switch. 

Such flexibility requires that all employ- 
ees understand what is going on in the rest 
of the matrix so that they can be co-opted 
into it rather than acting individually. This 
means that Dow has to be less secretive than 
it used to be. The day the Marion decision 
was announced, videos presenting the case 
for the acquisition were shown throughout 
the company explaining the deal, even to 
employees not immediately affected. The 
communication manager sits on the man- 
agement committee. 

Dow’s Mr Popoff freely admits that 
the company were to be built from scratch, 
it probably would not have chosen the ma- 
trix. So expect yet more changes. In fact 
Dow’s willingness to tinker, and tinker 
again, could be the company’s most valuable 
managerial asset. 








which Sony churns out its Walkman. 

In the past, clever companies have 
been able to pick a structure appropriate 
for their markets. But now, argue Messrs 
Bartlett and Ghoshal, change is too fast 
and competition too fierce. Managers. 
need organisations which can do every- | 
thing at once: meet local needs, speed the 
spread of innovation and tap economies 
of scale. A decade or so ago, the matrix 
seemed to promise to be all things to all 
executives. But instead mere obfuscation 
was too often created by forcing managers 
to report to one boss in charge of local - 
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Instead of matrices, Messrs Bartlett 
and Ghoshal propose a new form of orga- 
nisation which they call the transnational. 
The protean transnational is held to- 
gether by a common vision and experi- 
ence as much as a fixed structure. So it can 
reorganise itself on the move to meet 
whatever the market throws at it. Two 
companies which Messrs Bartlett and 
Ghoshal reckon have moved a long way 
towards their new ideal are Japan’s NEC 
and America’s IBM. Both stress a single 
theme everywhere in the world —NEC of 
the merger of computers and telecom- 
munications, IBM of being all things to all 
computer-users. Frequent reshuffling of 
employees encourages them to pursue the 
vision, no matter how they are organised. - 
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*Managing Across Borders. Harvard Business 
School Press; 1989... 0 = ets 















of a real recession a 





HOUSANDS of economists have 


. studied the business cycle—the regu- 


- lar swings in economic activity between 
- boom and bust. But just as they thought 


they understood its causes and conse- 
quences, it seems to be disappearing. 
America's economic expansion, which 


|. started at the end of 1982, is now 81 





| months old. The seven previous expan- 
sions since the second world war have 








- The current expansion is the long- 





lasted an average of 46 months, 
ranging from as short as 12 months 
(in 1980-81) to as long as 106 
months (during the Vietnam war). 


est-ever in peace time. | 

Yet while the business cycle 
seems to have faded away, talk of 
its death is certainly premature: 
even if a full-blown recession is 
avoided, the American economy is 
already slowing down. Even so, 
there is no doubt that the cycle has 
become muted in recent years, 
with shorter and shallower donnes 
and longer expansions. 

A recent study* by Mr Victor 
Zarnowitz, an economist at the University 
of Chicago, examined business cycles in 
America over the past 100 years. The 
charts show how changes in real GNP be- 
came more volatile in the inter-war years 
of 1919 to 1945, but since then the cycle 


^. has clearly. moderated. In 1946-83 (the 


study, unlike the chart, does not cover the 


| current cycle) the co-efficient of variation, 


a statistical measure of dispersion, 
was roughly half that in 1875-1918, 
and only a third that in 1919-45. 
The average length seems to 
have changed little over the past 
century, but there has been a shift 
in the relative lengths of upswings 
and downswings. In the 70 years to 
1945, contractions lasted for about 


| two-fifths of the average cycle; 
since 1945 they have averaged only about 
va fifth of it. Downswings have also been 


shallower: there were proportionately 


. many more declines in output in the first 
| seven decades than in the next four. 


Studies in several European countries 


; have arrived at similar conclusions. So 
why is the business cycle on the wane? 
e The shift in the composition of output 


and employment from manufacturing to 
services has made total GNP less volatile. 
Households and firms accumulate durable 
goods to use over time, and so their pur- 
chase : can be * postponed n more re easily than 





















































The business cycle gets a puncture 


|" The world economy if now in its seventh year of growth, with few signs 
ead. Is the business cycle dead? 





that of services which are consumed im- 
mediately. So the demand for services is 
much less sensitive to income than the de- 
mand for goods. In no year between 1948 
and 1982 was there a fall in spending on 
services. Employment in what Mr 


| America s real GNP = 








Zarnowitz calls "stable" private services 
(ie, excluding more cyclical services like 
transport and communications) has risen 
from 1996 of America’s total employment 
in 1869 to 4596 in the 1980s. 
e The increased role of the government in 
all economies has helped to stabilise out- 
put: the public sector does not shrink in 
recessions. Employment in government 
services in America has risen from 496 to 
1996 of the total over the past 100 years. 
e Automatic fiscal stabilisers have also be- 
come more important. In a recession, 
taxes fall by 1 more e than. income (because 









al countries have progressive tàx syste 
and transfer payments such as unemploy 
ment benefits rise, helping to cushion 
posable income and hence consumptio 
e More controversial i is the pus pla ye 
governments' active fiscal policies ( 
tended changes in budget deficits 
than the effect of automatic stabiliser 
smoothing the cycle. The record on 
mand management is mixed. All too o 
ten, reflation was too much, too late, a 
may at times have exaggerated the cyc 
Still, Mr Zarnowitz concludes that, on b 
ance, it was stabilising. 

e A fifth, and equally controversial, facto 
is that wages and prices are less flexibl 
than 50 years or more ago. Flexible wage 
are, in are good for econor 


























were aggrava 
crashes. Befo: 
lative boom i 
ities ended ii 
trigger a run on bank deposit 
the money supply add. cont 
Today, the insurance of bank 
posits and co-operation between cen 
banks avert such panics. The Oct 
1987 crash, bigger than that in 1929, | 
not yet produced a slump. 
@ Better methods of stock (inventor 
control will help to soften the next do 
turn. Most recessions are preceded by 
involuntary, costly build-up of stoc 
forcing firms to cut production sha 
Although stockbuilding makes only 2 
contribution to GNP, changes. in it 
turn a slowdown into a recession. For 
ample, the turnaround . 
stockbuilding in Britain in 1980 
counted for more than the wh 
of the 1.9% fall in its GDP. 
This is unlikely to be repeat 
Computers now give managers: 
to-the-minute information a 
stocks and sales, and justin 
methods borrowed from Japa 
low firms to keep stocks r 
leaner. In America and Britain the ra 
stocks to sales in manufacturing has Í 
by roughly a sixth in the 1980s. 
e Finally, if individuals and firms lea 
expect milder recessions, then the 1 
sions will turn out to be milder, be 
there is then less reason to cut back spe 
ing. By merely writing about the dea 
the business cycle economists could 
killing one of their oldest patrons. - 














* Facts and factors in the recent evolution of busi 
cycles in the US. NBER working paper 2865. 
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i Jac obs Suchard 


Willie Wonka wages war 





R KLAUS JACOBS is a man pos- 
AVA sessed. Most mornings he gets up at 
dawn to spend three hours schooling his 
horses in dressage before going to the small 
Zurich head office of Jacobs Suchard, the 
chocolate and coffee company of which his 
family controls 55%. Once there, he gets 
down to the serious business of planning his 
assault on the world chocolate market. Con- 
vinced that big is beautiful, Mr Jacobs is de- 
termined that his firm will be the equal of 
the market’s giants, Mars and Nestlé. That 
is one reason why every time Mr Jacobs 
Misses a morning ride, rumours begin yet 
- again that he is plotting a bid. 
... Seven years ago the Jacobs family had 
‘no interests in chocolate. When Mr Jacobs 
took over the family company in 1974 it was 
one of the largest suppliers of coffee in West 
Germany. In 1982 he moved into chocolate 
by arranging a reverse takeover of Interfood, 
the  Lausanne-based manufacturer of 
Suchard and Toblerone. Last year 60% of 
the merged company's total sales of SFr6.4 


billion ($4.4 billion) were of chocolate. 
- Mr Jacobs runs his empire with vision- 
ary ruthlessness. He does not flinch from 
the tough decisions. Most of Interfood's 
middle management got the chop soon after 
Mr Jacobs took the firm over, as did 1396 of 
Cote d'Or's staff after he bought the Belgian 
chocolate-maker in 1987. For the past year 
much of Mr Jacob's energy has been fo- 
cussed on “Vision 2000 Project"—a grandi- 
ose title for a shift towards European-wide 
production. By the end of 1990, Jacobs 
- Suchard will have reduced the number of its 
. plants in Europe from 22 to six. 


dA 


Th 


That should take care of cost and qual- 
ity control come 1992; the battle for market 
share in Europe’s planned single market will 
be tougher. Jacobs Suchard accounts for 
12% of the European chocolate market, be- 
hind Mars (with 17%) and Nestlé (23%). Mr 
Jacobs hopes to close some of the gap by 
building stronger brands. Toblerone’s im- 
age is as strong as they come. But Mr Jacobs’ 
triangular chocolate stick is too expensive to 
compete with Mars bars. So Jacobs Suchard 
is ploughing money into marketing a family 
of gooey bars based on the once-dowdy 
Milka brand. The investment is paying off 
well in France and West Germany. 

Milka is also spearheading Jacobs 
Suchard’s push into Asia. The region’s ris- 
ing population, incomes and appetite for 
the worst of the western diet mean it could 
have great potential. The average Japanese 
ate 1.5kg of chocolate in 1987, compared 
with the 10.9kg eaten by the average Swiss 
(the world’s champion chocolate eaters) or 
the more modest 4.3kg consumed by each 
American. From next month, Jacobs 
Suchard will have a force of 100 salesmen 
pushing sales of six varieties of Milka brand 
chocolate in the Tokyo area. 

In America, Mars and Hershey each ac- 
count for 40% of the market. Both are im- 
mune from takeover and neither welcomes 
competition. In 1987 Jacobs Suchard paid 
$730m for E.J. Brach, a speciality sweets 
maker. But Brach is too small to be a firm 
platform for an invasion of the American 
market, despite two management shake-ups 
since the takeover. 

That leaves Britain, where almost one- 


third more is spent each year on chocolate 
than on- bread. Cadbury Schweppes, 
Rowntree and Mars account for 78% of 
chocolate sales which totalled £2.2 billion 
($3.9 billion) last year. In 1988 Mr Jacobs 
launched a dawn raid on Rowntree but lost 
the battle for the company to arch-rival Nes- 
tlé. Ever since then, there has been specula- 
tion that Mr Jacobs will bid for Cadbury. 

Such a move would make a lot of sense. 
Cadbury has the branded concoctions that 
Jacobs Suchard lacks. Its domination of the 
Australian market, combined with produc- 
tion facilities in Malaysia and a distribution 
network based in Hongkong, would provide 
a base for Suchard’s Asian ambitions. Most 
importantly, Cadbury is available. Indeed, it 
has been in play for two years, since General 
Cinema, an American investment company, 
bought a 17% stake. However, it would be 
expensive. In July, yet another wave « 
speculation that Jacobs Suchard might bi 
pushed Cadbury’s share price up to 495p 
(giving it a market capitalisation of around 
£3 billion), even though the chances of a bid 
emerging were slight as most of Jacobs 
Suchard’s senior managers were on holiday. 

A bidder might have to pay half as much 
again for control. The particular problem 
with Cadbury is that it would be risky to rely 
on cutting the purchase price by auctioning 
off the Schweppes soft drinks operations, 
which involve a web of bottling agreements. 

Would price be enough to deter Mr Ja- 
cobs? With SFr1.5 billion in cash (currently 
earning paltry interest) and a strong balance 
sheet, he could afford to pay handsomely for 
Cadbury. And he does not have to worry 
about a short-term drop in earnings provok- 
ing a shareholder revolt. There are signs he 
has been looking around for cheaper targets 
in vaguely related areas, such as Britain’s 
United Biscuits or a tea company. But the 
fact that Jacobs Suchard’s and Cadbury’ 
combined share of the European chocolat. 
market would equal Nestlés’ might be too 
great a temptation for Mr Jacobs. 





Drug company mergers 


Love potion No. 9 


HE proposed $12 billion merger of the 

two American-based pharmaceutical 
companies, Bristol-Myers and Squibb, an- 
nounced on July 27th confirms that the drug 
industry is in a consolidation frenzy. So far 
six big deals have been announced this year. 
Enthusiasts (including this newspaper), 
have argued that drug firms need to be big 
because the industry’s costs have risen so 
sharply. But one of the world’s most success- 
ful drug companies, Britain’s Glaxo, argues 
that bigger is not necessarily better. It thinks 
that organic growth makes more sense. 

The three most important bits of the 
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discovery), development (the testing and ap- 
proval of drugs) and marketing. Even 
merger advocates agree that there are few 
advantages to be gained by building big re- 
search outfits. Innovation is best done on a 
small scale. Successful small researchers may 
become big, but big researchers do not nec- 
essarily become successful. 

Nobody disputes that the increase in de- 
mand for safety and stiffer testing require- 
ments have helped push up the cost of drug 
development. The drug industry’s lobby 
group estimates that it costs $125m to get a 
drug from the laboratory into the market, 
more than twice what it cost a decade ago. 

Nevertheless Glaxo believes it has man- 
aged to keep its development costs down by 
being much more selective about what it 
pushes through the R&D pipeline. Despite 

ubjecting fewer drugs to clinical trials, the 

ompany now has nine drugs that are near 
approval—which is as good as any other 
large drug firm. 

What of the economies of scale in drug 
marketing? Over the past few years, pharma- 
ceutical companies have been building up 
global marketing teams. According to Scott- 
Levin, a health-care consultancy, in 1989 
alone nearly 30m calls will have been made 
to office-based doctors in America by drug 
salesmen, almost 50% more than five years 
ago—outstripping the yearly growth in the 
number of doctors there almost seven-fold. 
Some opponents of big-is-beautiful say that 
salesmen pestering doctors on this scale is 
becoming counterproductive. 

The strongest argument against mergers 

is that companies might be better off spend- 
ing money buying in people rather than 
firms. Drug companies command hefty pre- 
miums. Moreover, firms for sale often have 
something wrong with them, especially li- 
ibility claims. Organic growth has worked 
n the past. Remember that until the latest 
merger wave Glaxo was the world’s second 
biggest drugs firm. Now it is number four 
and slipping down the rankings. 


The urge to merge 
Mergers and takeovers 
in the drug industry since 1985 


Company 
SmithKline/Beecham 
Bristol-Myers/Squibb 
AHP/A.H. Robins 
Dow/Marion 
Monsanto/G.D. Searle 
Eastman Kodak/Sterling 
‘Novo/Nordisk 


. Mérieux/Connaught 





pharmaceutical industry are research (drug 





Electronic publishing 


Freeing Ma Bell 


ELEPHONE lines are good for more 

than chit chat. All sorts of companies, 
use them to sell services: home banking, 
home shopping and a great variety of elec- 
tronic information. Later this month their 
ranks will be swollen by the biggest 
networker of them all, American Telephone 
and Telegraph (AT&T). In 1982 AT&T was 
barred from electronic publishing by its reg- 
ulators, who thought it too powerful; they 
have now changed their minds. So, on what 
services might AT&T’s technology and in- 
vestment settle? 

Electronic publishing can broadly be di- 
vided into two parts, reporting information 
and distributing it. AT&T thinks its strength 
lies with technology. That, more than any- 





We'll worry about the phone bill later 


thing, will decide where it places its money. 
The results could be surprising. 

Electronic publishing is still in its in- 
fancy, worth between $2 billion and $3 bil- 
lion a year, according to Arlen Communica- 
tions, a Washington-based research firm. 
Businesses, especially the banks, are hungry 
for financial news. Although companies 
which supply it, such as Dow Jones and Reu- 
ters, expect the sector to grow rapidly, there 
are snags for a beginner like AT&T. A news 
service would be expensive to set up. As for 
reporting price data, the choicest markets 
are already taken. 

Northern Business Information, an- 
other telecoms research firm, expects AT&T 
to sell analytical services on top of mere 
price reporting. Unfortunately for AT&T, 
this is a highly competitive business in 
which everyone, even the banks and broker- 
age houses that pay for the price informa- 
tion, is trying to do exactly the same thing. 

So AT&T would be well advised to look 


UT j nee INES : 



































to two other, as yet less-developed, markets | 
The first is straightforward. AT&T could sel 
numbers to telemarketing outfits or compar 
nies wishing to check up on acne rs’ 
addresses. 

The second opportunity—selling s 
vices direct to the home—is the most r 
of all, although it could eventually dwarf 
rest of the electronic publishing busta l 
According to the Videotex Industry Associ- 
ation, most such enterprises are barely prof 
itable. Arlen Communications reckon that 
between 50 and 100 companies together 
chalk up only $300m-400m sales a year. - — 

AT&T has already failed in the consumer. 
market. A venture with Chemical Bank 
called Covidea, a home banking, shopping J 
and lócal information service, folded earlier 
this year. (The regulators allowed AT&T to 
sell its own services as long as they were a ; 
carried on the AT&T network.) Also, it sup- 
plied some of the hardware for the loss-mal k- 
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ing videotex services sold by Knight Ridde er 
and Times Mirror. 

Despite these failures, AT&T may 
finally found the formula to crack che home 
market. The company is talking : 
Nintendo, a Japanese computer-games on 
pany, about collaboration. This is not < 
crazy as it sounds. One in five Americar 
households already has a Nintendo om 
puter which, at the moment, uses game cai 
tridges bought from the shops but wh ick 
could be altered to plug into a telep on 
line. With access to such a vast insta lled 
base, AT&T could profitably sell games ove 
the network, thereby bringing the video ar 
cade into the sitting room. In Japan, where é 
third of all households have a Nintendo mz 
chine, services other than games are already 
on offer—even those that American 
sumers have so far shunned, such as home 
shopping and home banking. Let the elec C- 
tronic wargames begin. | 
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Cable television in Hongkong 


A licence to print, 
or lose, money? 


HONGKONG 


Ric's 
. 3 N AUGUST Ist, the Hongkong gov- 
: ernment ended a long-running clash 
- between empires controlled by two of the 
) ritish colony’s most colourful tycoons 
when it awarded a 15-year contract to build 
a d operate the world’s largest cable televi- 
sion franchise. The award carries with it a 
chance to establish a second telecommuni- 
cations network when Hongkong’s tele- 
phone monopoly, run by a subsidiary of 
Britain’s Cable and Wireless, is expected to 
b e E up to competition in 1995. By 
then, the cable operator will be able to use 
its pines to compete in telephones, fax and 
à transmission, as well as television. But 
tl he award also forces the winner to make a 
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| ‘Wall of death 


JAPAN is sailing into a 
new trade row in the 
South Pacific. At issue is 
Japan’s role in the re- 
gion’s $2 billion-a-year 
fishing industry. Hyper-ef- 
ficient Japanese trawlers 
using driftnets are, is- 
landers say, catching far 
. more than their fair share of fish. Indeed 
some reckon they are catching so many 
-. fish that some species will be wiped out. 
The trawlers in question use fine-mesh 
| nylon nets up to 40 miles long. These 
- walls of death not only catch the tuna and 
|| salmon they are after but also virtually ev- 
a cen else in the sea, including dol- 
| phins. Australian scientists fear that 
|. stocks of albacore tuna, a staple food of 
| South Pacific islanders, could be fished 
b out within a few years. 

m9 Japanese and Taiwanese fishermen 
| started using the nets last year and took 
| around 35,000 tonnes of tuna, more than 
| twice the haul thought reasonable if fish 
stocks are to regenerate. This year, the 
- drift-net catch is expected to rise dramati- 
na Australia and other South Pacific 
- countries want to ban drift-net fishing in 
_ the region (just as it is banned by Japan off 
its own shores). At a meeting of the 15- 
. nation South Pacific Forum at the end of 
E. | June, Japan rejected this idea, offering 
. only to freeze its drift-net catch at current 
- levels, pending a scientific study of the 
| | technique. This is a favourite stalling tac- 
_ tic of Japanese negotiators. 

Many South Pacific countries fear 
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colossal bet on Hongkong's future after 
1997, when China takes over the increas- 
ingly nervous colony from Britain. 

Victory in the bitter battle for the fran- 
chise went to a Hongkong shipping mag- 
nate, Sir Y.K. Pao, rather than the bookies' 
favourite, Mr Li Ka-shing, a property ty- 
coon. Sir Y.K. Pao is the man behind Wharf 
Holdings, which led the Hongkong Cable 
Communications (HKCC) consortium that 
won the contract. Also on board are Hong- 
kong’s Sun Hung Kai Properties (27%), 
Shaw Brothers which owns Hongkong's big- 
gest broadcasting company TVB (10%), us 
West, a baby bell (2596), and Coditel, a Bel- 
gian cable company (10%). 

The contract remedies some of Sir 
Y.K.'s large and immediate problems. His 
empire, covering everything from shipping 
to property to hotels, has been criticised for 
lack of direction, and there are persistent ru- 
mours that Sir Y.K. is ill and that a strong 
hand is needed to give the company a firm 
strategy. The chairman of the cable consor- 


that, if they get tough on drift-nets, Japan 
may cut its aid, which is a main source of 
capital for most islands. Japanese officials, 
such as Mr Kiyoshi Araki, the foreign- 
ministry man at the forum, insist that fish- 
eries and regional development aid are 
separate issues. But the islands are not in a 
good position to press Mr Araki too 
closely. Unlike America, which signed a 
multilateral fishing treaty in 1987, Japan 
negotiates fishing rights bilaterally. The is- 
lands receive a fee (typically 3.596 of the 
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tium is Sir Y.K.’s son-in-law, Mr Peter Woo, 
who also runs Wharf Holdings. Mr Woo’s 
leadership, and the winning of the contract, 
has already restored a little stockmarket 
confidence in Sir Y.K.’s group. 

Mr Li Ka-shing’s losing consortium, 
Hutchison CableVision, spent HK$100m 
($12.8m) over three years on a publicity 
campaign. Its members included three of 
Hongkong’s most powerful firms, Mr Li Ka- 
shing’s own Hutchison Whampoa, Swire Pa- 
cific and the Hongkong and Shanghai Bank- 
ing Corporation. British Telecom, Britain’s 
privatised telephone company, was also a 
participant, along with a firm from China. 

The victorious HKCC wins the chance to 
dig up large amounts of Hongkong and lay 
cable in the holes, at a cost of around HK$4 
billion. By 1991 it plans to offer 15 channels. 
Five years after that it hopes to have about 
5m people signed up. But the chance to sel 
other telecoms services is the big prize. Abl 
to compete in telecoms, HKCC will enjoy an 
edge over Cable and Wireless because it will 





landed value of a catch) in return for fish- 
ing rights in their waters. 

Anyway, say the Japanese, it is not Ja- 
pan with whom the islanders should be 
negotiating to end drift-net fishing. Only | 
about 30 of the 160 drift-netting boats op- 
erating in the South Pacific are Japanese. | 
The rest are Taiwanese. True, but some 
will no doubt remember that Japanese in- 
vestors own much of the Taiwanese fish- 
ing industry. The Japanese say that it is 
necessary to fly a foreign flag to get round 
unfair protectionist measures being taken 
against them, particularly by America. 


Heard that before? | 
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just have installed the latest, fastest and 
cheapest transmission technology. 

Nevertheless on ordinary calls HKCC will 
have a tough job competing, since Cable 
and Wireless offers a free service on all local 
calls. The government could stop the cross- 
subsidisation from international traffic that 
allows that, but it would be an unpopular 
move in phone-addicted Hongkong. More 
likely is technology-based competition from 
HKCC on value-added services such as call- 
forwarding and call-waiting. 

In 2006 Cable and Wireless’s monopoly 
on international calls comes up for review, 
and there is even some talk of bringing that 
date forward. HKCC would like to compete 
in this market, too. The consortium's engi- 
neers say they are installing “all the flexibil- 
ity that is required to compete in any area 
the government is willing to open up”. 

Perhaps the most important element of 

e deal, though, is its relationship with 
1297. That is when Britain hands Hong- 
kong back to China. HKCC says it has no 
qualms about making a huge capital invest- 
ment in a project that won't bring in profits 
until after China takes over. Mr Woo says 
that: “Given the recent crisis of confidence, 
and given the current American attitude to- 
wards events in China, a meaningful long- 
term commitment by us West, a major 
American firm, to Hongkong would clearly 
give a solid boost to the confidence of the 
international investment community." 
Hongkong people are hoping he is right. 





National Football League 


Tackling the 
future 


^HINK of the National Football League, 
A the organisation that runs America's 
professional, heavily-padded style of foot- 
ball, as a commercial powerhouse that has 
enjoyed nearly 30 years of relentless growth. 
Its "sales" are nearing $1 billion a year. Its 
biggest assets—28 "factories" (more com- 
monly known as teams) in America's largest 
cities—are worth $100m each, up from $4m 
in 1960 ($15.5m in 1989 dollars). Its "share- 
holders" include some of the richest and 
savviest tycoons in America. Although its 
products are little more than sports matches 
and little boys’ dreams, the NFL would rank 
at least 350th in Fortune's 500 top compa- 
nies if it were incorporated. 

Like any other of America's corporate 
elite, the league wants to hold on to its near- 
monopoly at home and to grow overseas. It 
plans to father an international subsidiary— 
the World League of American Football— 
including 12 new teams in cities such as 
Montreal, Mexico City, London, Milan and 
Frankfurt, as well as a handful of cities 
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around the United States. 

The NFL's rapid expansion since 1960, 
after it merged with its only serious rival, is 
one of America's most startling business 
success stories. Since then it has grown from 
12 teams playing an unfashionable minor 
sport into a national obsession epitomised 
by the nearly $1.5m per minute that will be 
charged for advertising by the television net- 
work that broadcasts next January's Super 
Bowl, the NFL championship game which 
now commands an audience around the 
world. 

More than 100m American televiewers 
watch matches between the 28 teams each 
week during the league's autumn and winter 
season. Eight of its games rank among the 
top ten most-watched television shows in 
America. The NFL's brands—logos of the 
various teams—are sold on sporting goods 
and clothes worldwide. Cities across Amer- 
ica offer a king's ransom to get, or to keep, a 
team. 

Only one team, the Green Bay Packers, 
is owned by a public company. The rest are 
the playthings of men like Mr Jack Kent 
Cooke, the Canadian-born entrepreneur 
who owns, among other things, New York's 
Chrysler Building and a cable-television 
concern. As a result the league keeps its fi- 
nances a close secret. But the game's trade 
union, the National Football League Players 
Association, estimates that revenue in the 
1988-89 season reached at least $950m, ex- 
cluding receipts from two lucrative subsid- 
iaries, NFL Properties and NFL Films. This 
pair probably produces revenue more than 
half that amount again, mostly from licens- 
ing league and team logos. 

The union calculates that, on average, 
each team received about $12.2m in gate re- 
ceipts; $500,000 from parking; $16.3m from 
a jointly negotiated television contract; $2m 
from other television and radio broadcasts; 
and $1.5m in miscellaneous revenue. 
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So what does a mature company like the 
NFL do next, other than create new subsid- 
iaries and go multinational? The president 
of the new league, Mr Tex Schramm, who. 
ran the Dallas Cowboys franchise for 29. 
years, was in London on August Ist trying to 
set up financial and television deals for the | 
new league. The American networks have. 
already shown interest. The new league will 
probably play its games in the spring and 
with second-rate players that could not 
make it into the NFL itself. E 

The NFL says it simply wants to build on 
the growing international interest in Ameri- 
can football. Critics scoff at this, saying the 
NFL is more intent on quashing potentia 
competitors. Twice since 1960 the NFL has 
been challenged by nascent leagues. | 
crushed them both, the last time eve 
though it was found guilty of using monop 
oly power to damage the pretender, the ag 
grieved (now late) United States Football 
League. A son of NFL would close the doc 
on any serious new contender. 3^ 


Russian airliners 


Jumboski 


HOUGH one of their most advanced. 
fighters crashed at June's Paris air show, 

the Russians have made startling advances 
in aerospace. Industry experts are impressed 
with a new generation of Russian airliners. 
Not only will they replace the aging, noisy 
and fuel-guzzling fleets of existing Russian 
airliners: for the first time, the Russians 
have a realistic hope of selling significan 
numbers of aircraft to western airlines, per- 
haps for delivery as early as 1993. Jj 
Well, maybe. Russia needs to do mo e 
than build better aeroplanes before western. 
airlines trade in their Boeings for Ilyushins — 
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and Tupolevs. To go nose-to-nose with 
Boeing, Airbus, and McDonnell Douglas, 
the Russians will have to display the same 
financial and marketing skills. 

Prototypes of two new Russian airliners 
were demonstrated at Paris: the twin-en- 
gined Tupolev TU204, which uses “fly-by- 
wire" controls like modern western aircraft 
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Whooooooosh 


DAVIS, CALIFORNIA 


HE secretaries were all of a twitter at 

Moller International. Mr Michael 
Jackson, they said, was on the telephone 
wanting to place an order for the first 
Moller 400 that comes to market. Such a 
purchase would be a great publicity coup 
for this four-person, vertical-take-off- 
and-landing aircraft that looks remark- 
ably like a batmobile. The androgynous 
megastar was told he could go to the top 
of the waiting list for the “flying cars" 
invented by Mr Paul Moller, who is 
working on a prototype at his workshop 
close to the University of California at 
Davis. 

A former professor of aeronautics at 
the university, Mr Moller has earned a 
local reputation as a nutty inventor by 
trying for 30 years to make a machine 
that hovers and darts rather like the 
hummingbirds that fascinated him as a 
boy. Few investors are prepared to put 
any money into it. So he has been fortu- 
nate in possessing enough entrepreneur- 
ial flair to keep the cash flowing, first 
through the sale of plots on an industrial 
park he developed and then with profits 
from an engine-silencer business. 

— This summer people are at last start- 
ing to take Mr Moller semi-seriously, 
something the Pentagon did some time 
ago when it began contributing to some 
of his R&D costs. He proved the technol- 
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and is similar to a Boeing 757, and the long- 
range four-engined Ilyushin 1L-96. They will 
enter service with Aeroflot, Russia’s state- 
owned airline and the world’s biggest car- 
rier, in the early 1990s. 

Aerospace experts reckon that building 
airliners that conform to western airworthi- 
ness standards should not be a problem for 





ogy for the M400 with successful dem- 
onstration flights of its saucer-shaped 
precursor, the M220x, in May. If all goes 
according to plan, the M400 will begin its 
first test flights at the workshop later this 
year. Then in mid-1990 it will make a 
public flight, probably from Mr Moller's 
alfalfa and almond farm ten miles outside 
Davis. 

Mr Jack Allison, Moller Internation- 
al’s marketing director, hopes that in- 
trepid investors will be ready to buy 
shares in the company after the M400 has 
“flown off over the trees and returned 
safely." An equity offering of $75m- 
100m is planned after the demonstration 
flight. Investors will have to bet that the 
M400 will find the sort of mass market 
that has long evaded the helicopter. 

The sales pitch is strong. The plane, 
says the company, will cost $100,000- 
150,000 initially, with the price falling to 
about $30,000 once—all right, if ever— 
it is mass-produced. This would be cheap 
compared with its nearest helicopter 
equivalents, the McDonnell Douglas MD 
500E (base price $515,000) and the Bell 
JetRanger 111 (base price $475,000). 
With its eight Wankel-type rotary en- 
gines (for $30,000?), the M400 would be 
safer than helicopters, says the company. 
And faster, with an intended top speed 
of more than 400 mph. We'll see. Maybe. 


the Russians. Financing sales may not be 
much of a stumbling block either. Most 
western airlines now either acquire their 
new airliners on financial leases arranged by 
a consortium of banks or “rent” them on 
operating leases from companies like Ameri- 
ca's ILFC or Ireland’s GPA Group. Russia 
should be able to put similar financial pack- 
ages together with the help of western banks 
or leasing companies, and not just for airlin- 
ers, but also for cargo aircraft for the boom- 
ing air-freight market. 

The GPA Group has had discussions 
with Russian officials about the potential for 
leasing Soviet freighters and passenger air- 
craft, not just in the West but in Eastern Eu- 
rope. Recently East Germany, Czechoslo- 
vakia and Poland have bought western 
airliners from the West. 

A first handful of western customers 
would give the Russians a chance to gain tl 
operating experience that airlines expe 
from a supplier. This is especially true for 
engines—Russia's weakest spot. Western 
airliners come with a range of engine op- 
tions, which the customers demand; Rus- 
sian aircraft are usually designed for only 
one type. Western airlines want the most re- 
liable engines requiring least maintenance, 
and many shy away from untried engines 
until they have been proved with millions of 
hours of service on someone else's jets. 

The Russians have developed “high by- 
pass" jet engines which, like western ones, 
use big fans to provide thrust more effi- 
ciently and quietly. But the Russian engines 
are unknown in the West. Nor are they as 
advanced as western ones. This is why the 
sales of Boeings and Airbuses to eastern 
block countries have contained export con- 
trols to prevent engine technologies being 
transferred. The engines and some of the 
avionics have to be serviced in the West. 
Russia could offer to fit western engines o 
its airliners—if governments allow it. 

Some people in the aerospace industry 
reckon Russian airlines are improving so 
fast that within five years a western airline 
will place the first significant order. Such an 
airline could be a middle-sized carrier 
tempted by a good deal to become a 
“launch” customer to pioneer the aircraft in 
the western market. That airline, if the Rus- 
sians can find it, will need pampering. Suc- 
cess in the commercial aerospace business is 
a bit like glasnost—it has to be seen to be 


working before anyone will believe it. 


Management briefs 
Qu series is taking a holiday. 


Briefs will begin again in Sep- 
tember on, among other topics, mar- 
keting, the factory of the future and 
state-of-the-art investment analysis. 
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Taking a shine to Japan's 
. .ommodities markets. 


TOKYO 


T Japanese are about to challenge the 
commodity markets of the world —the 
Chicago Mercantile Exchange, the Chicago 
Board of Trade, New York's Comex and the 
gold markets of London and Zurich. To- 
kyo's commodities markets have big obsta- 
cles to surmount, but it is a rash man who 
would say that their efforts will come to 
nought—or, at least, nowt that counts. That 
was said of Tokyo’s bond-futures market 
that opened in 1985 and soon had the 
world’s most heavily-traded contract. It was 
also said of Tokyo’s financial-futures mar- 
ket, which opened last month and is already 
taking business from London and Chicago. 
[n commodities, Tokyo has overtaken 
New York in daily traded volumes of one 
ecious metal, platinum. True, compared 
th its financial markets, Japan's commod- 
ity markets are still small, fragmented and, 
technologically, in the Dark Ages. But the 
government has plans to change all that. An 
overhaul of the Commodities Exchange Act 
is planned for next year. If it goes through, a 
lot of new faces could be seen on Japan's 
-.commodity exchanges—many of them be- 
- longing to foreigners. 
^. Japan claims to have invented commod- 
ities futures. The world's first futures 
market—for trading rice—was set up in the 
Dojima district of Osaka in 1730. Because of 
shortages and price controls, rice futures 
have not been traded since the onset of the 
~ second world war—and are unlikely to be 
traded for many more years to come, given 
~ the political sensitivity of rice subsidies in Ja- 
pan. Sophisticated new products have come 
on to Japan's commodity markets alongside 
‘the more mundane futures in precious met- 
` als, soyabeans, yarns and rubber. Last year, 
the Tokyo Commodity Exchange for Indus- 
y (Tocom) started trading gold warrants 




















(ie, options) at spot prices. : 
Gold trading in Japan has been done 


under heavy scrutiny by approved bullion 


brokers, trading houses and financial 


institutions—in an effort to keep crooks out - 
of the market and so prevent any more un- 


seemly scandals. When they opened in 1982, 


gold futures got off to a bad start. Fraudu-- | 
lent sales of gold bars by a trading company ~ 
called Toyota Shoji gave the business a - 


hard-to-live-down name. The subsequent 
(and televised) stabbing to death in 1985 of 
the bankrupt company's founder, Mr Kazuo 
Nagano, did not help. | 


To. this day, shady bullion dealers . 


abound in Japan. More than 100 such firms 
are said to be under police investigation. By 
last year, though, the regulating authority 
(the Ministry of International Trade and In- 
dustry, Mitt) had become sufficiently confi- 
dent of running a clean market to approve a 
plan from Tocom under which seven metals 
dealers possessing bonded warehouses be- 
gan to issue warrants on gold bars. 

. Tocom says it opted for warrants be- 
cause its members are familiar with these in- 
struments. In fact, it chose warrants to avoid 
a hassle with bullion brokers who trade in 
physical gold. Each warrant represents a 
claim on a kilogram bar of 99.99% pure gold 
locked away safely in a warehouse. Canny 
investors use the warrants to arbitrage be- 
tween the gold spot and futures markets. To 
keep the foreigners happy, Tocom's next 
step will be to introduce spot options for a 
range of commodities. It also wants con- 
tracts in aluminium and energy futures. 

= Tocom, which also trades silver and 
platinum along with rubber, cotton and 
wool, has made strides (though still modest 
ones) towards going global. In April, it 
opened its doors to some 30 commodities 
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plete. Such manual trading makes a mock 
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firms from America, Europe and 
foreign banks, commodities. h 
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metal traders were allowed in as a 
members, but so far only for 
own accounts—and only by pla 





Tocom. 

The foreign commodities firm 
welcoming liberalisation, have not 
ing over themselves to get into To 
market. For one thing, it costs too 


is too antiquated. Tocom 


running until next year. Meanwhile, c 
modities dealers have to place or fas 


which can take up to 20 minutes to co 


ery of opportunities for arbitrage. 
However, compared with- the Tol 
Grain Exchange, Tocom is a model of ma 
ket-oriented modernity. Under the sway 
powerful local producers and an inwa 
looking Ministry of Agriculture, the T: 
Grain Exchange is close to xenophobic 
though the bulk of its business comes 
trading imported soyabeans. When mc 
into a new building, it computerised 
thing, including the traditional ha 
used to derive a single fixed price fo 
In doing so, bizarrely, it prevented c 
from being concluded until a fixed p 
been determined by means of an à 
Elsewhere commodity exchanges 
adopted the open outcry system, as 
Tocom when it introduces its compu 
tem next year. : 
Then there is the smaller Tokyo 
Exchange, with some ten foreign r 
It has an ambitious plan for add 
products to make up for the declining s 
ness of the Japanese tooth. 
Between them, the three exchang 
count for two-thirds of commodity tr 
in Japan. The remainder is done by so 
tiny exchanges scattered around th 
try. At no mean expense to their cus 
merchants have to maintain staff in mo: 
them. Practically everyone admits that 
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form of rationalisation is needed. The bigger 
commodity exchanges profess to having no 
fears of mergers. The minor exchanges and 
smaller commission houses claim it will be 
over their dead bodies. The foreigners say 
that is precisely what is needed. 

Even so the liberalising measures taken 
by Japan’s commodities exchanges to date 
have been largely cosmetic. The foreign 
traders have been invited to join to give the 
Tokyo exchanges an international flavour. 
And though the daily trading volumes in 
platinum are the highest in the world, that is 


not because of investors, but the result of 
Japanese industry’s appetite for the precious 
metal. Over 70% of the ¥4.9 trillion ($38 
billion) worth of platinum brought into Ja- 
pan last year was gobbled up by makers of 
jewellery and cars. By contrast, the amount 
of business done in gold and silver futures is 
much too small to justify the foreigners’ 
presence. 

Many of the 30 foreign commodities 
firms in Japan privately admit that they are 
there, not for the trading opportunities to- 
day, but more because of what could happen 


tomorrow. A merger between the three lead- 
ing exchanges would reduce costs and in- 
crease margins substantially, especially if a 
unified computer system were. introduced 
based on open outcry pricing. 

More tempting still would be govern- 
ment reforms that lifted the ban that has 
prevented Japanese individuals from invest- 
ing in futures overseas. Were that to go, 
then foreign commodities firms would be 
flocking to Tokyo in the same way that their 
stockbrokerage brothers did five years or so 
before. 





Chicago’s futures markets 


The touchables 


CHICAGO 





F MORE immediate concern than Jap- 

anese competition to the futures mar- 
kets of Chicago are the indictments handed 
down to 46 of its traders on August 2nd. Ina 
media blitz, the charges were announced by 
Mr Richard Thorburgh, America’s attorney 
general, and Mr William Sessions, the FBI’s 
director, who had flown into Chicago to 
join Mr Anton Valukas, an aggressive young 
district attorney for northern Illinois. Ex- 
pect more of the same, they said. This is part 
of an expanding Justice Department crack- 
down on white-collar crime. 

Charges levelled against the Chicago 
traders include racketeering, mail fraud and 
commodities fraud. The indictments allege 
theft and the skimming of clients’ profits, as 
well as filing false tax returns, conspiracy to 
defraud the American taxman and lying to 
federal agents. By far the most serious 
charges were laid against 21 traders under 
the notorious Racketeering Influenced and 
Corrupt Organisations (RICO) Act, which 
allows the government to seize the assets of 
those indicted. Mr Valukas said that the 


overnment was already planning to seize 
yt 
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the exchange seats of the 21 charged under 
RICO. 

The FBi's "sting" operation (codename: 
Sour Mash), during which agents posed as 
traders in Chicago's Treasury bond, 
soyabean, Swiss franc and yen futures trad- 
ing pits, began in 1987. Since the sting was 
revealed in January this year, more than 300 
brokers were subpoenaed to give evidence, 
and the exchange's trading records dating 
back five years came under scrutiny. 

Many of the traders charged say that 
they had no idea they were breaking any 
rules; in many cases, they were using trading 
practices common on Chicago's futures ex- 
changes. Even if they had known (say 
many), it would have made no difference. It 
was the fastest way to get business done. 

The FBI had long ago threatened to 
charge all traders under the RICO Act. Fear- 
ing that all their assets would be seized, some 
traders struck last-minute plea bargains with 
federal prosecutors in a bid to swap the stiff 
penalties under RiCO for lesser charges of 
mail and wire fraud. If convicted under 
those, traders face a maximum fine of 


$250,000 and up to five years in jail. 

The Commodity Futures Trading Com- 
mission, the industry's regulator, is ex- 
pected to force plea bargainers to sign de- 
crees saying they will give up trading on 
American exchanges for life. These track 
will also be barred from investing in co: 
modities on American futures exchanges for 
the next five years. ' 

The undercover FBI agents had uncov- 
ered a number of abuses which deprived cli- 
ents of the best price. The simplest scam was 
"repricing . That consisted of recording on 
the trader's slip a less favourable price than 
that at which the deal was done. Other more 
serious charges against futures traders in- 
volve pre-arranging trades and a practice 
called front-running—that is trading before 
a customer's order that is large enough to 
swing the price of a commodity. 

These and other practices reach to the 
heart of the current debate on dual trading 
in the futures industry. The system, which 
has come in for severe criticism, allows bro- 
kers to trade both for themselves and for 
their customers. Many critics of the industry 
have called for an outright ban on dual trad- 
ing to avoid the inevitable conflicts of inter- 
est it throws up. 

In the frenetic trading atmosphere 
Chicago (say traders) mistakes are unavoid- 
able. Independent traders are forced to pay 
their clearing houses for any errors and mis- 
matched trades at the end of the day. This 
policy can often tempt young traders to 
shave several cents off a customer's profit in 
order to pay off his own mistakes—a prac- 
tice which elsewhere is commonly known as 
theft. 

Despite efforts by Chicago's futures ex- 
changes to minimise the effect of the FBI in- 
vestigation, the indictments are an immense 
blow to Chicago's prestige and integrity. 
They will also bring renewed calls for 
tougher policing of the marketplace. 

The futures exchanges stress the need to 
avoid tougher rules that would make trading 
more expensive and could push business to 
overseas competitors. Which is a bit like a 
bank robber asking the court to go easy on 
him because his next employer is unlikely to 


trust him. 
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S DISILLUSIONED investors desert 
'À America's "junk" corporate bonds, 
more are buying into "junk" government 
| bonds. Australian government bonds 
| yield almost 13.5% while New Zealand 
. government bonds yield over 13%. And a 
better, if more risky, return can be made 
on South African government stocks. 

In contrast to American junk bonds, 
the main risk foreigners take in buying 
any high-yielding government bond is not 
one of credit risk but exchange risk. Cur- 
rency movements in each of these markets 
can be savage. For instance, an American 

_ investor who bought Australian bonds at 
tthe beginning of the year would 
have seen his investment shrink by 
13% in dollar terms in the six 
months to the end of June. 

Investors in South African 
bonds have to contend with two ex- 
change rates. They buy their bonds 
with financial rand and receive 
their interest payments in commer- 
cial rand. Currently, the rate for fi- 
nancial rand allows foreign inves- 
tors to buy one rand’s worth of 
investments for around $0.24. The 
commercial rand rate is $0.38. The 
risk that foreign investors face is 
that either the commercial rand or 
the financial rand weaken against 
their own currencies. They can 
move fairly independently. 

. Hedging this risk is expensive, 
and, some South African stockbro- 
3 kers argue, unnecessary. It is also 
difficult. Few banks sell rand op- 
tions, and selling the rand forward 
is an expensive exercise since South Af 
rica has such high interest rates. Forward 
rates use interest differentials to discount 
the exchange rate. The higher a country's 
interest rates, the lower its value in the 
| forward markets. The cost of hedging the 
| currency reduces the yield available on 
|^ South African bonds from over 20% to 
less than 1496. 
—. Hedging the rand exchange risk may 
not be necessary because both rands have 
recently been reasonably stable against 
.] most hard currencies. Since 1984, how- 
ole ever, the value of the commercial rand has 
[ halved against the American dollar. Bull- 
| ish stockbrokers claim that the rand is 
. now undervalued largely on (good) politi- 
cal grounds. They may have a point: the 
commercial rand has even appreciated 
against the dollar by a couple of American 
cents over the past two months. 
This happy state of affairs may not last. 
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| Of high-yield bondage 


| High-yielding government bonds can be good investments 





A weak gold price and a strong rand pro- 
duce problems for South Africa's main 
export earners, the goldmines. Gold ac- 
counts for just under half South Africa's 
export revenues. So long as the rand falls 
more or less in line with the gold price, the 
goldmines can keep their revenues con- 
stant in rand terms, but their earnings are 
still squeezed by rising domestic costs. Re- 
verse the process and these high cost pro- 
ducers run into problems. 





So long as investors keep a weather eye 
on both the gold price and the rand, 
South African bonds can be rewarding in- 
vestments. South Africa has never de- 
faulted on interest or principal repay- 
ments on its rand debt. Nor does it levy a 
withholding tax on the bonds' interest 
payments. And the way the exchange 
rates work produces yields of over 25%. 
Here's how: suppose a foreigner sells $1m 
for R4.2m; he then uses this cash to buy 
an ESCOM bond (issued by the govern- 
ment-owned Electricity Supply Commis- 
sion) which pays an 1196 coupon at a 
price of 66.50. Each year this bond would 
pay the investor interest of about 
R689,000 in two equal, half-yearly instal- 
ments. Selling that for dollars (at the com- 
mercial rate) gives the investor $262,000 
or a running yield of 26.2%. 

South African brokers say that foreign 
buying has helped pun down yields of 








government bonds by peer Of 
centage point over the last mo: 
say that Swiss and West Germa 
have been buyers and now some 
uals are dabbling. The Johan 
bond market is liquid, with a turn 
around R1 billion a day. 

The Antipodean bond EUN 
more liquid than South African ones, bu 
have some drawbacks for foreign inv 
tors. Unlike South Africa, both Australi 
and New Zealand levy withholding ta 
on interest payments to foreign investe 
In Australia, investors can dodge 
taxes by bond-washing—that is, se 
the bonds just before the interest is d 
be paid, when the price of the bot 
flects that dollop of nears: | 
tors then buy the bonds back a 
the interest has been paid a 
when the price has fallen. Th 
capital gain is not subject to wi 
holding tax. 

Despite this, the New Zealà 
bond market looks likely to. o 
foreign investors the better de 
The real rate of return on New Z 
land gilts is around 996. Althoug 
inflation ticked up to an an 
rate of 4.4% in the second quat 
of this year, from 496 in the f 
quarter, this is probably a one 
consequence of the 212% hike 
the tax on goods and services. 

The New Zealand economy 
weak, and the government hop 
cut the fiscal deficit to less thar 
of GDP by the end of 1990. Th 


tractive real yields on uw Zea 





















































investors to bid up prices. Fo 
investors can also probably count oi 
New Zealand dollar remaining sta 
against most major currencies. 
The story from Australia 1 
bleaker. Despite short-term interes 
of over 1896, the economy is still gro 
fast—by 5.4% in the year to the er 
1989's first quarter. Domestic demá 
still strong and sucking in import: 
though the current account deficit 
ginning to improve. The June defic 
A$1.6 billion ($1.3 billion) was b 
than May's record deficit of A$1.8: 
lion. Nevertheless, the economy 
seems to be running too fast to ma 
bonds attractive. Once the econ 
starts to slow down, and the curre 
stabilise, the high yields available c 
turn Australian government bonds int 
fortune-making investment. The trou 
is that this happy moment might be a y 































































COUNTRY facing political chaos and 
b showing signs of its economy overheat- 
‘should not have a stockmarket hitting 
ord levels. Yet Japanese share prices have 
ays had minds of their own. There is 
> of a sort to the Nikkei 225-share in- 
e most widely watched indicator of 
se share prices, being at around the 

,953 it hit on July 31st. | 
n end to rising interest rates has en- 
aged investors to stop parking their 


Lines a-buzzin' 


L A the recent, and suspiciously sudden, 
ecovery in the price of the world’s most 
pensive share, Nippon Telegraph and 
lephone (NTT)? This week, the mainly 
“owned company's share price hit 
. 1m ($12,500) on the Tokyo Stock Ex- 
hange, up 21% from ¥1.4m in April. 
hat was when NTT's chairman, Mr 
lisashi Shinto, was indicted for his part 
n the Recruit affair, and when talk about 
eaking up Japan's giant telephone com- 
any was at its hottest. Now, punters are 
iping up with a chorus of reasons why 
NTT' s share price will be up to at least 
9m by mid-August—the price, inci- 
lentally, at which the last chunk of NTT 
vas sold to a gullible public. 

The investment-trust side of Nomura 
ecurities, for instance, is convinced that 
s share price has bottomed out with 
e stockmarket's increasing tendency to 
e hugely-capitalised issues. Folk at 
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OW many reasons can there be for 


aichi Securities attribute NTT's recov- 


spare cash in the money markets and to start 
buying shares in the stockmarket instead. 
The Liberal Democrats' drubbing in recent 
elections for the upper house of parliament 
encourages investors, rightly or wrongly, to 
hope that the party may at last become seri- 
ous about putting its house in order to avoid 
getting thrown out of office in the more im- 
portant lower-house elections due no later 
than next year. 

Throughout the bull run in the Tokyo 
market there has been an underlying truth. 
The supply of savings in Japan has been ris- 
ing and, in a regulated financial system, has 
had few other places to go but into the 
stockmarket; and with the supply of new eq- 
uity not keeping pace with demand, share 
prices have had few places to go but up. 

The Yamaichi Research Institute, part 
of the Yamaichi Securities group, has tried 
to estimate this gap between potential de- 
mand and actual supply by comparing the 
new funds available for buying equities with 
the supply of new equity. It reckons that the 


5 the stockmarket rae become more sensitive 


he money flooding into 


to changes in interest rates. 

The outstanding balance of the money 
market rose from Y141 trillion at the end of 
January to a record Y188.8 trillion by the 
end of June as the Nikkei index of short- 
term interest rates rose from 4.296 to 5.296. 
Over the same period, daily average trading 
volume on the stock exchange fell from 14.9 
billion shares to. 12.1 billion, while the 
Nikkei 225-share index, having first risen re- 
gardless, then drifted between 33,000 and 
34,000 when rates approached 596, suggest- 
ing that that is the psychologically impor- 
tant level. Since then, short-term interest 


gap will have widened from Y2 trillion ($8.5 F did 


billion) in the 1983 financial year to 
Y 14.1 trillion in fiscal 1989. 
But against that has to be set in- 


creased liberalisation of financial mar- Qf 


kets, particularly of deposit interest rates 
and the money markets. That has in- 
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ery to the fact that its price had for too 


long remained lower than prices in (QV 


other sectors. And they point to the â 
success of the trade union-sponsored 
Japan Socialist Party in the recent up- 
per-house election. That is supposed - 
to mean that attempts to break up the 


ae te 


national telephone company are now “SS 

less likely. e. 
: 
Wd 


Rubbish, it's all to do with the la- 





creased the relative attractiveness of cash — (7 


the share? A smiling Ministry of Finance 


year, saying it is not in the government's 


that the ministry has been leaning on the 





rates have peaked, average daily trading 
volume has picked up a bit and share 
prices hit new highs despite political un- 
certainties. (As the chart shows, a res- 
ignation or several have done the index 
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tent value of NTT's land, say fund man- | 
agers at Daiwa Investment Trust. Land | 
assets alone are worth ¥1.9m a share. | 
Then there are the falling government- | 
bond yields which make NTT look at- | 
tractive by comparison, says a bullish 
Ichiyoshi Securities predicting a Y2m ` 
price-tag by mid-August. Traders at 
UBS Phillips & Drew argue that since 
NTT shares influence the whole of the 
Tokyo stockmarket, the issue's sharp 
recovery is creating expectations for 
further recovery of the market, in turn 
dragging up NTT. 

Maybe they all have a point. But 
why the sudden enthusiasm to talk up 


says, hand on heart: nothing to do with 
us, guv. In fact, it could not be more de- 
lighted. The ministry has postponed the 
fourth NTT offering that was due later this 


interest to sell any more stock while the - 
price remains so low. Unkind folk believe 


institutions to ramp the price back to a 
level where another chunk of NTT can be 
sold this autumn. . 
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no harm.) 

Prospects for interest rates are tied up 
with questions about what happens to the 
yen, economic growth and the tightness of 
the Bank of Japan’s credit policy. The yen 
fell from ¥125 to the dollar in January to 
nearly ¥150 in mid-June. But since the dol- 
lar's peak then, the yen has firmed to ¥136 
to the dollar. That should dampen fears 
about imported inflation. Inflation, while 
still low by world standards, is high by re- 
cent Japanese ones. Year-on-year, wholesale 
prices, which fell 1.5% last November, rose 
3.7% in June while the year-on-year rise in 
consumer prices has risen from 1.2% to 3% 
over the same period. 

The sustained strong growth of the 
economy, tightness in the labour market 
and the central bank’s continued worries 
about the inflation indices, GDP growth and 
the money supply exceeding their targets to- 

her suggest that the Bank of Japan will 

intain a tight grip of monetary policy, un- 
less America's Federal Reserve markedly 
loosens its policy. 

This suggests a cap on the stockmarket's 
further rise that can only be lifted by the 
thing that drives Tokyo share prices even 
more than interest rates and the weight of 
money: rumour and salesmen's ramping (see 
previous page). Investors want to be in bull- 
ish mood. The thought that the Liberal 
Democrats might lose power, which would 
send the Tokyo market into a tailspin, is 
simply too gloomy to contemplate. 





British life assurance 


Death of a sales- 
pitch 


T LAST, one of the world's oldest mob 
1. iof financial rogues is being brought to 
vna The recent history of British life assur- 
ance has been one of hidden charges, undis- 
closed commissions and misleading fore- 
casts. Most of the £7.5 billion ($13 billion) 
in premiums that Britain's life assurers 
picked up last year came from the poorest 
and least sophisticated investors. Now, after 
a year or so of dithering, Britain's investor 
watchdog, the Securities and Investments 
Board (sib), is sharpening its teeth. 

e assurers very nearly got away with 
it. Back in April 1988, when the Financial 
Services Act came into force, life assurance 
salesmen had to seek authorisation from the 
SIB and to choose whether to be indepen- 
dent financial advisers (IFAs, allowed to sell 
any company's products) or tied salesmen 
(only their own company's). However, most 
of the sharper distinctions were hidden in 
mega-dense literature that only the sharpest- 
eyed Aunt Agatha could see through. 

Worse still, subsequent rules have 
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SIB buries RIP-offs 


treated the independent advisers more 
harshly than their tied counterparts. For ex- 
ample, most IFAs must disclose their com- 
missions to customers; tied salesmen dis- 
close none of their charges. Many IFAs have 
therefore become tied agents, lured by 
pseudo-commission agreements with a par- 
ticular assurer which are 30-7096 above 
what an IFA could feasibly demand. Now, 
the only large, independent sales force be- 
longs to the NatWest bank. The siB's mud- 
dled thinking has cost the industry (and 
hence the consumer) around £700m a year 
in extra commissions and costs. 

The SiB's new suggestion, published on 
August 3rd, should help: 
@ Before even opening his sales pitch, a life- 
assurance salesman will have to hand over a 
one-page "buyer's guide", which will state 
explicitly whether he is an IFA or the slave of 
one company (a big improvement on the old 
verbal notification). This should be in use 
by January 1990. Adverts that have previ- 
ously glossed over the fact that XYZ Build- 
ing Society sells only ABC Life's policies will 
also have to be more honest in future. 
@ Once the buyer has chosen a policy, he 
will receive written details of its estimated 
total expenses (ie, the amount of his money 
that is not being invested). The step forward 


Barclays de Zoete Wedd 


A few more laps to go 


Wi was once a multi-storey car park 
by the River Thames is now home to 
an investment-banking rarity, Barclays de 
Zoete Wedd (Bzw), owned by Britain's Bar- 
clays Bank. Of the firms that set out to build 
an investment-banking conglomerate in the 
run up to the City of London's deregulatory 
Big Bang in October 1986, just a handful 
still have their reputation—and vision— 
more or less intact almost three years later. 
BZW is one. Even so, it needs more time, 
money and management if it is to move up 
the world league. 
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here is that the siB has ignored the assurers’ 
lamentable excuse that, even with the help | 
of all their actuaries and computers, they 
still could not give an accurate figure for ex- 
penses. "Guess it then," is the SIB's rightly 
cynical response: the assurers' guesses w il 
be compared with the actual results in subse- 
quent years. This proposal will come into 
force next April. 
@ The expense figures (both guessed-at : d 
actual) will be one part of a shortish an d 
standardised "company booklet" that each 
ME 
assurer will be required, from August 199 0, 
to produce. It will be based on the figu 
the assurer has to give the government any 
way. The booklet will show the company’ 
solvency ratio, a basic profile of its in sst- 
ments, and its recent results. Investors will 
be able to get these booklets on demand; 
more important, they will provide the of 
data to help regulators, competitors and 
outside pundits nail the expensive polici 
Now expect a chorus of groans from the 
assurers about the weight of regulation. Th ne. 
SIB should turn a deaf ear. Together, these 
three proposals ought to give the investor 
enough easily-understandable information 
to discriminate between policies. That, in 
turn, should increase competition and, 
eventually, bring down the cost of policies. 


BZW was created ahead of Big Bang by 
combining three businesses: a blue-bloode d 
but pushy corporate broker, de Zoete & 
Bevan; one of London's two biggest j jobbe: " 
(old-style market-makers), Wedd Durlacher 
Mordaunt; and Barclays’ merchant bank 
Because that last bit was insignificant i E 
pared to the merchant-banking arms 
most clearing banks, the merger meant, : 
effect, that two rather -than three m 
had to be brought together. But that is more - 
than others have managed. Bzw's glue has 
proved one of the strongest in London's se- 
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- curities markets. 
BZW is amongst the four largest traders 
of British equities and gilts (government 
bonds). In equities, the firm has a broader 
. coverage than any, researching the shares of 
600 companies and making markets in al- 
most 2,000. It also has an unparalleled repu- 
ation for i issuing sterling bonds. This year, 
— BZW has lead-managed 37% of the £3.5 bil- 
E ($5.8 billion) worth of domestic sterling 
nds launched so far. But success has not 
A F come cheap. As well as the £100m-plus pur- 
vase of the two stock-exchange firms, 
Brel: has perhaps spent a further £200m 
funding Bzw’s expansion at home, its drive 
= into international markets (the firm em- 
- ploys 3,000 staff, 1,000 of them abroad) and 
the losses the firm chalked up until last year. 
Barclays has been both a generous par- 
ent and an understanding one. Unlike at its 
. now-chastened rival, County NatWest, BZW 
has always had its voice heard at Barclays' 
headquarters in Lombard Street. Its chair- 
man, Sir Martin Jacomb, is a deputy chair- 
man of the clearer. Two other merchant 
bankers also sit on the parent bank's small- 
ish main board. One is Mr David Band, 
- BZW's chief executive. 
— Barclays’ goals in investment banking 
‘have been more clearly defined than at 
other clearers. Lloyds Bank and the Midland 
- have pulled sharply back from gilts and eq- 
= uities respectively since Big Bang. County 
— NatWest lacked a strategy other than want- 
- ing to be big, and has been badly belittled. 
Barclays men like to model their bank on 
America's J.P. Morgan or Bankers Trust— 
commercial banks which have evolved, as 
far as America’s Glass-Steagall Act allows, 
into successful wholesale investment banks. 
- Mr Band headed up Morgan’s London oper- 
. ations before joining BZW last year. 
By Bzw might be whirring smoothly, but it 
- is still far from being able consistently to 
earn the 25% a year return on its £360m- 
od odd of capital that Barclays has set itself as a 
. True, on August 2nd, the bank an- 
Ed that BZW made a pre-tax profit of 
£42m in the first half of the year, compared 
- to £33m for the whole of 1988, and an £11m 
oss in 1987, which took in the stockmarket 
crash. But the figures are a measure of the 
- bank's generosity to its investment-banking 
: charge. It bequeathed to Bzw its existing and 
p rofitable swaps business, which might eas- 
have remained within the commercial 
1n ank as well as its venture-capital arm. The 
flotation earlier this year of National Freight 
"Corporation earned Bzw some £20m from 
- the sale of part of its £600,000 investment 
made years before. 
(RÀ Venture capital and the like will have to 
. fund Bzw's other operations for some time 
. to come, for its equity and debt operations, 
- each sitting on about £125m of capital, have 
- barely washed their faces. And though de 
= Zoete & Bevan is the City's fourth-largest 
. corporate broker, Bzw has so far failed to 
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break into big-time mergers and acqui- 
sitions—its biggest weakness, and one that 
sets it apart from rivals, including S.G. War- 
burg and, gallingly, Midland Montagu. 

The dozen corporate financiers who 
joined Bzw from Hill Samuel (when that 
merchant bank was sold to TSB Group) did 
not fit in smoothly. Bzw's brightest spark, 
35-year-old Mr Nicholas Wells, a former 
County NatWest financier, resigned last 
month after the Department of Trade and 
Industry had heavily critcised him over the 
Blue Arrow affair. 

Without a strong corporate-finance de- 
partment to generate deals for the rest of the 
investment bank to distribute, BZW’s mix of 
business is heavily skewed towards the un- 
der-earning and over-costly securities opera- 
tions. For a start, the firm still has to bear 
the costs of the still-expanding securities 
businesses it has grown from scratch over- 
seas. In the 120-strong New York office, Bzw 
has a dealership in Treasury bonds, which 
reaped the rally this year. Most of its other 
American businesses are hampered by 
Glass-Steagall, which separates commercial 


Jacomb's dreamboat? 


from investment banking. And it is finding 
it hard to persuade American investors to 
buy European and Asian shares on the back 
of the firm's research. In Tokyo, Bzw is fast 
building a reputation amongst Japanese in- 
vestors for top-notch research. But by seek- 
ing membership of the Tokyo Stock Ex- 
change, BZW is guaranteeing another burst 
of heavy spending there. 

At home, lack of business has also ac- 
centuated the traditional rivalry, usually 
lurking just beneath the surface, between 
the former de Zoete and the less dominant 
former Wedd Durlacher hands. A few well- 
publicised defections have not helped. At 
the end of last year, the house lost its two 
banking analysts and its three-strong 
pharmaceuticals team. Partly as a result, BZW 
has been pushed out of second place, be- 
hind James Capel, in this year's Extel rank- 
ing of City analysts, by Warburg. 

The firm's equity managers are now re- 
tuning its research and trading business in 
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London. À management consultancy was 
drafted in to help Bzw consider each of the 
stockmarket sectors it covers as individual 
business units which include researchers, 
salesmen and traders. The consultancy has 
also encouraged BzW to look at the profit- 
ability of each institutional client, some- 
thing which City brokers traditionally dis- 
dained. The point is to determine better the 
productivity of different bits of the business, 
and to trim the fat accordingly. 

More than any other securities house, 
BZW is also trying to turn its trading floor 
into an in-house market-place. While other 
firms separate salesmen from traders, these 
were moved much closer together when the 
floor was revamped earlier this year. That 
way, dream the firm's equity men, BZW will 
prosper by becoming a mini-exchange if 











London's screen-and-telephone stockmark- 
et continues to fragment: orders will flow in 
from one direction, get tossed into a central 
pot, and flow out in another direction with- 
out recourse to the outside stockmarket. 

A hindrance to future development may 
prove to be the equity business's manage- 
ment structure. When the former partners 
of the old broking and jobbing firms sold 
out, the merger created a great raft of senior 
managers, several of whom now live in the 
glass cages around BzW’s trading floor 
known as "Millionaire" Row”. Though 
some have left, this flat and overheavy man- 
agement structure has sometimes confused 
lines of command and frustrated more ju- 
nior, ambitious staff. Later this year, many 
former partners will see the golden hand- 
cuffs that tied them to their desks released. 
That would be a good time to streamline the 
management and promote younger, go- 
getters. 
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The enemy with 


|. SCIENCE AND TECHNOLOGY 


a thousand faces 


Cancer strikes in any number of ways. The discovery that it is caused by 
one thing—genetic damage—held out the promise of a universal cure. But 
that is not to be. If cancer is to be beaten, it will be bit by bit 


N THE developed countries, one person 

in six is fated to die of cancer. Some 
“0,000 Americans will succumb to it this 

ar, and Im more will discover that it is at 
work inside them. All the while the inci- 
dence of the commonest cancers continues 
to rise in the world’s rich countries. 

There is some good news. The incidence 
of stomach cancer, which accounts for some 
5% of all cases, is in decline. Nobody knows 
why, though some suggest that the freshness 
of refrigerated foods may play a part. The 
treatments for some rarer cancers have im- 
proved enormously. A cocktail of drugs has 
made the outlook for victims of testicular 
cancer (1% of all cases) much brighter. The 
chances of recovery are 90%; 20 years ago 
they were about 35%. Some developing 
treatments may prove to be similarly effec- 
tive, but their results will take a long time to 
show up in the mortality statistics. 

Decades and billions of dollars spent on 
research have made little difference to this 
picture. The biology of cancer is now much 
better understood but it has led to few effec- 

‘ve treatments. Those still come from trial 
id error. Eventually the research may pay 

off; for the time being it serves to explain 

why cancer is such a tough nut to crack: 

e [t has many guises. There are probably 

more than 200 different types of cancer. 


The wages of cell division 
New cancer cases in US, 1989 estimate, as % of total 
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Pharmaceutical companies once hoped to 
find a drug that can cure a wide range of 
them. The task has proved impossible. 

@ Ít is persistent. Almost all tumours are 
made of copies of one damaged cell. This 
original cell learnt how to divide and multi- 
ply unchecked—a capacity that all its copies 
share and which distinguishes them as can- 
cerous. Since all the cells have the same po- 
tential for mayhem as the founder, treat- 
ments have to be exceedingly thorough. If a 
few cancer cells escape, they can grow again 
into a life-threatening tumour. 

@ Ít is hidden. Cancer cells look much like 
healthy cells. They are simply less organised 
and somewhat misshapen. Treatments that 
are designed to destroy cancer cells can hurt 
normal cells too. Contrast this with, say, 
heart disease, in which diseased cells might 
exhibit some specific flaw which is then eas- 
ily corrected. 

The best way to tackle cancer is to nip it 
in the bud: catch it before it starts to spread 
and kill it or remove it. This works well for 
cancers that can be spotted early. Smear-test 
screening and laser surgery have, in theory, 
all but removed the risk of dying from cervi- 
cal cancer. Once cancer spreads the pros- 
pects for survival lessen. Patients have to 
rely on radiation and drugs that are hard to 
discover and tricky to use. 
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Most cancer drugs are discovered by ac- 
cident. Compounds are tested in the blind 
hope of finding one that works: America’s - 
National Cancer Institute (NCI) screens — 
10,000 each year. Only one potential anti- 
cancer agent has emerged in the past 
decade. a 

The traditional anti-cancer drugs work 
mostly by interfering with DNA replication. — 
Before a cell can reproduce, it must copy out — 
its genes, written on DNA. Cancerous cells 
usually divide more frequently than normal — 
ones—so interfering with reproduction in — 
general should hurt the cancer in particular. | 
However some cancers divide quite slowly; - 
and normal cells in the bone marrow, the — 
intestine, the skin and hair follicles divide 
rapidly This means that treatments can 
have nasty side-effects: loss of white blood 
cells (part of the body's immune system), 
loss of hair, vomiting. Such symptoms can — 
prevent doctors from using strong enough 
doses to obliterate the disease. a 

The aim of basic research into cancer is — 
to find ways of getting at it directly and so — 
minimising side-effects. False hopes have 
been common. Alpha-interferon, a protein — 
made in the body, was touted in the early — 
1980s as an immune-system booster that - 
would cure all cancers. So far it has been ap- 
proved for use in the treatment of only three 
cancers: two rare types of leukaemia (cancer 
of the blood cells) and Kaposi's sarcoma, 
which afflicts people with aips. No drug de- 
veloped from a natural product of the be dy 
has yet been able to promise cancer patients 
a normal life, free of the disease. LO 

It is easy to be cynical about the strides 
that have been made towards understanding 
cancer—easy but wrong. The emerging fact 
that cancers are a complicated set of varia- 
tions on a theme does seem to mean that 
there will never be a single "magic-bullet'" 
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But each time a cancer mechanism is 
rstood, opportunities arise for treat- 
s tailored to disrupting it. 








n the genes 

er is always a matter of unrestrained 
owth. That lack of restraint is caused by 
aged genes. Each gene is the stored blue- 
for a protein; proteins are the chemi- 
"which do most of the work in cells. 
n a gene is damaged, things go wrong 
the protein and thus with the workings 
he cell. Sometimes the cell still manages 
make the protein, but with mistakes in its 
eprint the protein may work in a differ- 
way. At other times the damage is so bad 
ie protein cannot be made at all. 
Anything that damages genes can cause 
cancer. À number of things in the environ- 
ent can hurt, as can dietary habits—and, 
of course, smoking. (The growing number of 
lung-cancer deaths are almost entirely self- 
inflicted.) Radiation—including the sun’s 
ultraviolet rays—can also disrupt DNA. Ac- 
yrding to Sir Walter Bodmer, head of the 
yndon-based Imperial Cancer Research 
ind (ICRF), genetic damage from such 
urces triggers off 80% of cancers. There 
other ways to get faulty genes. An error 
creep in when DNA is being copied. Or a 
I$'can disrupt the DNA when it stitches its 
| genes in among the cell's. 

‘There are various ways in which genes 
o haywire. The messages that describe 
teins are written in a four-letter alpha- 
Substituting one letter for another 
iewhere in the hundreds of millions of 
racters that make up the genes in a cell 
nds trivial. Yet it seems that just such a 





rations cause changes in the gene’s prod- 
„the protein. Other sorts of damage in- 
de moving part of a message from one 
e to another, or losing a gene altogether. 
These errors can lead to cancer in two 


it makes a protein which spurs the cell 
unrestrained growth. Or they can crip- 
gene that is supposed to make a protein 
1 holds the cell in check. The effects are 
ar. The first class of cancer gene is the 
gene, originally found in viruses that 
ect chickens and other animals. Virally 





gle swap lies behind bladder cancer. Such - 











































induced cancers are thought to be rare in 
humans; but oncogenes do not have to be 
shipped in with viruses. They can be home- 
grown, resulting from damage to a normal 
gene known as a proto-oncogene. 

To understand how an oncogene works 
it is necessary to know which protein it de- 
scribes. In 1983 two groups of 
scientists—one at the ICRF in London, the 
other at the California Institute of 
Technology—were investigating the chemi- 
cals involved in cell growth in order to see 
why they go awry when cancer breaks out. 
They published exact descriptions of plate- 
let-derived growth factor (PDGF), a small 
protein stored in the platelets that help 
blood to clot. It was virtually identical to the 
protein coded for by an oncogene called sis. 
The sis gene gives rise to cancer by produc- 
ing an excessive amount of PDGF, which is 
excreted outside the cell. Receptors on the 
surface of the cell then pick it up and inter- 
pret it as an instruction to multiply. So the 
cell thinks it is permanently activated by a 
growth factor. This finding gave substance 
to the "autocrine" theory of cancer pro- 
posed in the mid-1970s, according to which 
tumours secrete their own growth factors. 
Healthy cells need to be supplied with theirs 
from elsewhere. 

The second class of cancer genes is the 
suppressor gene. They were brought to light 
through work on retinoblastoma (R5), a rare 
childhood cancer of the eye. Two-fifths of its 
victims have inherited a predisposition to 
the disease: each of their cells contains only 
one functioning RB gene. The other is an in- 
herited dud. (Almost all the genes in a cell 
are found in pairs, one from each parent.) 
When a cell loses its sole functioning RB 
gene, it becomes cancerous. 

The chances of losing an RB gene 
through mutation are small—about one in 
10m—but there are 100m cells in the retina, 
so on average ten will suffer the mutation. In 
someone who started out with only one 
copy of the RB gene per cell, those ten cells 
are likely to go cancerous. The chances of 
both copies of the RB gene going wrong in a 
normal cell are one in 100,000 billion. That 


means a one-in-a-million chance of such a 


double mutation occurring in the cells of the 
retina, which explains the rarity of the 


disease. 

Little is known about the protein de- 
scribed by the RB gene except that it binds to 
DNA, which suggests that it may regulate 
other genes. Still it seems almost certain that 
its role is to keep cell growth under contr ` 
When a cell loses both its RB genes, and F 
no way to make the RB protein, it goes on to 
multiply inexorably. The idea that cells con- 
tain such suppressor mechanisms is not 
new. Decades ago Dr Henry Harris, at Ox- 
ford University, tried fusing cancer cells 
with healthy ones. The fused cells stopped 
growing. The suppressor gene from the 
healthy cells kept the growth in check. 

Suppressor genes and their products 
have now been found to be missing in a 
number of cancers. The R8 gene is lost in 
about 4096 of bladder cancers, in almost all 
lung and bone cancers and in breast-cancer 
tissue. Several other cancers have been 
shown to have missing genes on particular 
chromosomes, the cell structures on which 
DNA is arranged. These missing genes may 
well be suppressors. Dr John Minna of the 
NCI believes that lung cancer may also in- 
volve suppressor genes. 


Evils of deregulation 
The two ways in which genes cause canc 
correspond roughly to the two ways in 
which cell growth is regulated. Some pro- 
teins stimulate growth, others inhibit it. The 
balance between them determines the out- 
come. Too little inhibition can lead to can- 
cerous growth as surely as too much stimula- 
tion does. Oncogenes direct the production 
of the growth promoters and suppressor 
genes direct the growth inhibitors. The pro- 
cess of regulation is complicated. On the 
surface of the cell there are receptor proteins 
which receive messages from elsewhere and 
transmit them into the cell. These messages 
are sent by various routes to the cell's DNA, 
which then takes appropriate action, either 
speeding up or slowing down cell growth. 
The receptors, the message carriers and the 
mechanisms that control the DNA all rely on 
proteins. So there are many stages at which 
a mutated gene can cause cancer. 

The sis oncogene, mentioned earlier, 


. produces a growth factor which excites the - 


receptors on. the cell surface. Another 











called erbB, which was identified 
984 by ICRF, Genentech (a Californian 
otechnology firm) and the Weizmann In- 
-stitute in Israel, produces a receptor protein. 
- The normal version of the receptor sits 
astride the cell's outer membrane. When it 
- Comes across a particular growth factor on 
-.the outside, it passes on a message inside 
- which makes the cell reproduce. The erbB 
oncogene, found in avian erythroblastosis 
virus, produces a stunted receptor, locked 
into a form which continually sends signals 
into the cell, thus stimulating reproduction 
without hindrance. 

The protein described by the ras 
oncogene seems to work at yet another 
-. level—that of the G-proteins. These G-pro- 
- teins are found stuck to the inside face of the 

cell’s membrane, and activate the “second- 
ary messengers’ which pass instructions 
from the perimeter of the cell to the DNA. 
ther down the growth-signal chain, the 
pi ducts of the fos and myc oncogenes influ- 
ence molecules in the cell nucleus, affecting 
the process of growth at the level of DNA. 
This is where things can become byzan- 
tine. Dr Robert Weinberg, one of those who 
put together the story of retinoblastoma at 
the Whitehead Institute in Massachusetts, 
and some colleagues at Cold Spring Harbor, 
on Long Island, have found oncogenes that 
work by blocking the effects of suppressor 
genes. They found proteins from a human 
cancer-causing virus which stick to the pro- 
tein described by the RB suppressor gene and 
stop it from working. By blocking the RB 
protein they produce much the same effect 
as would be seen if the RB gene 
was not there in the first place. 
In a network of chemical 
commands as complex as the 
one that regulates cell growth, 
it will often take more than one 
etic error to cause a cancer. 
ig explains why cancer is, for 
the most part, a disease of the 
old. The longer you live, the 
more time there is for things to 
. go wrong. It is not often the 
case that one mutation will 
. cause a cancer. In childhood 
- “cancers. like retinoblastoma 
^. there are two mutations: one 
‘inherited, the other acquired 
er. Adult cancers may have 
our mutations or more. 
^". The best evidence for this 
~ comes from colon cancer. Its 
gress is easy to follow. Colon cancer usu- 
appears first in a benign form, as an “ad- 
- cenoma". The adenomas may form polyps 
^! —protuberant growths i in the bowel which 
. enjoyed their 15 minutes of fame when re- 
-* moved from President Reagan. Eventually 
the full-blown malignant carcinoma ap- 
~ pears. This progression has been linked with 
be Pow different mutations. Specific genes on 
- three different chromosomes are lost or 































damaged and there is also a role for the ras 





Spreading cells 


oncogene. À recent study by scientists from 
Johns Hopkins University in Baltimore, the 
University of Utah, and the State University 
of Leiden in Holland, looked at 172 differ- 
ent colon specimens. It found that the ras 
mutations and deletions from one of the 
chromosomes were found in all stages of the 
disease. Deletions from the other two chro- 
mosomes, numbers 17 and 18, 
were usually found in ad- 
vanced tumours. That suggests 
a sequence of mutations, all of 
which have to be present if the 
disease is to become serious. 
The evidence is not clear-cut, 
though; some specimens did 
not show all the genetic alter- 
ations, and in some they ap- 
peared in different sequences. 


What to watch for 


The challenge for doctors is to 
translate limited understand- 
ing into treatments. They have 
come up with several ideas and 
a handful of new products to 
be tested. One promising field 
is diagnostics. A technique called gene 


_ amplification, which has been available for a 


couple of years, allows the presence of a gene 
to be ascertained from a small blood sample. 
Doctors at three London hospitals have 
used this technique to spot cells spreading 
out from a stomach cancer in one patient. 
Though conventional tests showed no ma- 
lignancy spreading, the genetic test picked 
up some cells where a gene 
called bpl had moved from one 
chromosome to another: a sure 
sign of the cancer. Armed with 
this knowledge, the doctors 
cleaned up the patient's body 
with anti-cancer drugs. 

Dr John Cowell, at Lon- 
don's [Institute of Child 
Health, is screening pregnant 
women who have a family his- 
tory of retinoblastoma. If the 
foetus is predisposed to the dis- 
ease, the woman is offered an 
abortion. Another diagnostic 
opportunity is in breast cancer. 
Women who have had a breast 
tumour cut out are usually 
given anti-cancer drugs only if 
there are signs that the cancer 
may have spread. The standard 
tests for such spreading are crude. Two years 
ago Dr Denis Slamon of the University of 
California at Los Angeles, among others, 
showed that about a quarter of women with 
breast cancer have a large number of 
growth-factor receptors on the surface of 
their cells, in particular one produced by a 
relative of the erbB oncogene called erbB-2. 
These patients are more likely to die; so 
screening for the erbB-2 gene could help 








doctors ‘spot p 
































































anti-cancer drugs—doses which dox 
normally unwilling to use on patients w 
chances of survival are high. — — 

Better diagnosis might improve: 
look for victims of breast cancer 
percentage points. That may not so 
much; but survival rates after diay 
breast cancer have barely : 
from 6196 in the 1960s to 
today. Collaborative Rese 
in Lexington, Massachusett 
developing a genetic pre 
that can spot erbB-2. Ther 
also a chance of moving 
yond diagnosis to treatme 
Dr Bill Gullick of Ham 
smith hospital in Londo 
working on a drug that 
counteract the effects of 
2. To pass on growth: 
from outside the cell, the 
2 receptors have to team 
pairs. Develop a chem 
can block their co 
you can stop th 
.the growth sigr à 


working on a drug for RE ell 
noma, which accounts for a qus 
lung cancers. He has focused hi 
molecule known as bombesin, : ; 








lung tumours. Is receptor molea | 
the one associated with Gproteting 


they have found a autocrine le 
like the one described for the sis gene. Lar 
quantities of bombesin are produced by 
cancer cell, and then interact with rece 
on the surface of the same cell, thereby 
ing the cells divide needlessly. The hi 
now on for a chemical that can 
bombesin receptors and thus breal 
loop. However, even if chemicals are f 
to block bombesin receptors or the f. 
tion of erbB-2 pairs, they might not ha 
disease; other genes may be involved. 
such therapies might be a significant h | 
Most of the research effort is co 
trated on similar attempts to thwar 
oncogenes; researchers find it. easi 
block an unwanted cellular activity th 
replace a lost one. However, for sup 
gene cancers, doctors are looking a 
sibility of gene therapy—replacing 
suppressor genes with healthy one 
first experiments towards such tl 
have just begun under the auspices o 
ica's National Institutes of Healt 
blood cells with added genetic mark 
been given to patients dying of canc 
der to see how the cells penetrate tur 
Eventually, tumour-fighting genes, ra 
than innocuous markers, might be in 
duced. But it will be a long time before ge 
therapy produces results, if it ever does. T 
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tumour cell and an efficient system 
eeds to be developed for getting the gene 
nto the cells. 


tour of the armoury 


ere is an alternative approach. Instead of 
kering with cellular biochemistry and ge- 
etics, why not beef up the body's own de- 
ces? The immune system can deal with 
icer to a certain extent. With pharma- 
tical encouragement, it might become in- 
cible. This was the thinking behind a 
ve of enthusiasm which greeted cytokine 
igs in the early 1980s. 

The cytokines are a ubiquitous 
ily of molecules, produced by a 
variety of cells, which play a role 
egulating the immune system as 
| as a host of other bodily func- 
ns. They have been found to inter- 
with growth factors and to have 
ch in common with them. Both 
pes of molecule may belong to one 
big family of cell regulators. 

-. When they were first discovered, 
scientists thought cytokines could 
win the cancer war. They believed 
each cytokine could stimulate differ- 
ent bits of the body's immune system 
n a precise way. Get the right one 
and you get the right anti-cancer 
weapon. That underlay the excitement 
about the first cytokine, alpha-interferon. It 
merges that the picture is far more 
'omplex. | 
—  Ihere are plenty of cytokines: about 20 
lifferent sorts of alpha-interferon have been 
icked out. Many work alongside others and 
heir effect together may be quite different 
from the effect each has alone. So it is im- 
possible to know what will happen when a 
ell is bombarded with a cocktail of cytokine 
»essages. Unsurprisingly, doctors have run 
nto difficulties when using such drugs on 
ple. Clinical trials of some cytokines 
“had to be abandoned; they provoked 
: of side-effects because their activities 
so wide-ranging. | 
- Névertheless, seven other cytokines 
ve followed alpha-interferon through 
nical trials. The closest to approval in 
erica are interleukin-2 and colony-stimu- 
ng factors. Both were discovered more by 
k than judgment. Interleukin-2 works on 
y a minority of cancer patients, such as 
ose with melanoma (a skin cancer) or 
ne cancers of the kidney. It also causes 
ty side effects. 

Dr Steven Rosenberg and his colleagues 
he NCI have investigated ways to adminis- 
the drug. At the moment he is working 
_tumour-infiltrating lymphocytes (T1), 
nune cells that can be isolated from hu- 
tumours and grown in interleukin-2 in 
iboratory. The souped-up cells are then 
ed to the patient and, according to Dr 
erg, they prove to be highly efficient 




















althy gene must be delivered to almost ev- 
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tients are being treated with TiLs and other 
cytokines. 

There are four different colony stimulat- 
ing factors (CsFs). These aroused interest be- 
cause they promote the growth of white 
blood cells (at least in the test-tube). They 
are now being used to speed the recovery of 
bone marrow that has been damaged by 
conventional drug treatment. Patients on 


such a regimen can be given higher doses. | 


But the Csrs are not cures. Immunex, a Seat- 
tle-based biotechnology firm that produces 


CsFs, believes that cytokines will always have 
to be used together with conventional 
therapies. 

Cytokine research. and oncogene re- 
search have different roots; one springs 
from cell physiology, the other from genet- 
ics. Yet they are growing in the same direc- 
tion. In the mid-1970s scientists discovered 
a cytokine known as transforming growth 
factor beta (TGF-beta). An inappropriate 
name: although it stimulates growth in some 
cells, it is a powerful inhibitor of growth in 
others. Dr Joan Massagué of the Memorial 
Sloan-Kettering Cancer Centre in New 
York has found that the growth of healthy 
retina cells is strongly inhibited by TGF-beta. 
Retinoblastoma cells pay it no heed. Work 
done with Dr Weinberg showed that the 
cancer cells do not have receptors for the 
drug. The two scientists believe that the loss 
of the RB gene may trigger, by an indirect 
route, the loss of the TGF-beta receptor. 

Immunologists are also exploring the 
possibility of cancer vaccines to prod the im- 
mune system into action. The trouble is that 
vaccines usually work by priming the body's 
immune system to recognise parts of invad- 
ing viruses, bacteria or any foreign bodies 
that are found on the surface of the dis- 
turbed cells. Oncogene proteins are mostly 
found inside cells. But research suggests that 
they may sometimes be brought to the sur- 
face. And receptors like the erbB protein are 
naturally found on the surface. So it may yet 
be possible to design a cancer vaccine. 

Then there are monoclonal antibodies, 


killers of cancer cells. So far nobody has 
been able to repeat their findings. A few pa- 











| proteins that seek out and stick to particular 


molecular structures. In theory they should 
let scientists aim anti-cancer drugs, poisons 
and radioactive chemicals directly at tumour 


. cells, thereby avoiding any harm to healthy 


neighbours. About 20 monoclonal antibod- 
ies, developed by various biotechnology and 
pharmaceutical firms, such as Xoma of 
Berkeley, California, or NeoRx, in Seattle, 
Washington, are being tested on people. AL 
though scientists have been unable to select 
any tumour-specific targets (that may come 
later when more oncogene proteins are rec- 
ognised) they can use antibodies which rec- 
ognise molecules: found only in spe- 
cific tissues. It also helps that 
chemicals which bind drug and anti- 
body solidly together have been 
discovered. 

Unfortunately, antibodies are too 
big to penetrate the central part.“ 
solid tumours easily. They are bes 
killing off free-floating cells and so 
come into their own when dealing 
with leukaemias and other cancers of 
the blood, or when mopping up can- 
cer cells spreading out from a tumour. 

There are other routes to new 
drugs or better treatments, of less 
stimulating scientific pedigree, but no 
less valuable when they produce the 
goods. New drugs to fight nausea per- 
mit the use of higher doses of anti-cancer 
drugs. Some old drugs may prove better 
than their reputations: icts Nolvadex, 
which used to be considered disappointing, 
is having a renaissance because studies have 
shown that it stops breast-cancer patients 
from developing secondary cancers. There 
are scores of other such examples. 


Cancer’s commercial cunning 

The conclusion must be that some cancers 
are curable and more will become so. F 
there will never be a single cure for canc 
The proteins described by cancer genes may 
share common functional features. Yet the 
variety of cancer genes that give rise to tu- 
mours makes it inconceivable that any one 
drug could tackle more than a few of the 200 
forms of the disease. 

This presents a commercial problem. 
The biotechnology firms and big pharma- 
ceutical companies know from experience 
that anti-cancer medicines may take decades 
of work and countless millions of dollars to 
develop. If the drugs work on only a few can- 
cers, or on sub-types of one cancer, they may 
never find markets big enough to let the de- 
velopers recoup their expense. Just as alpha- 
interferon was shown to be useful for a few 
cancers, drugs targeted at growth-factor re- 
ceptors in breast cancer may prove useful for 
only a few of the patients who get the dis- 
ease. A universal cure for cancer would be 
financed to the hilt; but who will pay to find 
one of a thousand cancer cures? 
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Jazz as history 


Tue Jazz Scene. By E. J. Hobsbawm. Weidenfeld & Nicolson; 298 pages; £4.95 


WEE this book was originally pub- 
lished, in 1959, the author went un- 


` der the pseudonym of Francis Newton. At 
the time, Eric Hobsbawm was trying to keep 
his jazz writing for the New Statesman sepa- 
tate from his weightier work as an historian. 

" "act, "The Jazz Scene" was intended to 
vonstrate that jazz itself was worthy of 
weighty consideration. Mr Hobsbawm 
terms it "a musical manifesto of populism”, 

a folk art that has survived in the teeth of 
modern industrial civilisation. From this 

l standpoint it repute e to his pint as a 










2 oaGuncements sof ‘hi kind can be the 
s" kiss of death for such.a spontaneous and 
^ maverick music, and it is typical of Mr 
- Hobsbawm’s scrupulous approach that, 
early on, he quotes a jazzman's mild dis- 

claimer: "The critics take it too serious. 


- They keep writing theories about it." But an 
. historian absorbed with ideology cannot 
take it easy. Mr Hobsbawm's undoubted 
-.. love of the music is wedded to deep political 
E convictions, and throughout 


`: Scene" 


"Ihe Jazz 


the two themes constantly inter- 





In the 1950s, all over Europe, trad jazz 
was the marching music of the left. Mr 


. Hobsbawm celebrates New Orleans in the 


early days of jazz, presenting it as the perfect 
expression of community, spontaneous and 
untutored, free from the artificial strictures 
imposed by the "art music" of a highbrow 
minority. It was “common people's music", 
and because of the sufferings of the black 
people who created it, “common people's 
music at its most concentrated and power- 
ful". Players and public were "naturally 
one”; indeed, a remarkable paragraph late 
in the book presents jazz as a metaphor for 
ultimate social harmony. "Everyone has 
something to say," Mr Hobsbawm stoutly 
maintains, and "jazz...grew up by com- 
pletely adapting íts technique to what ordi- 
nary people had to say, even to the point of 
allowing musical illiterates and those with a 
rather poor technique to make valid artistic 
creations.” 

At such moments, Mr Hobsbawm’s 
New Orleans recalls William Morris’s medi- 
eval England: a golden age from which the 
modern world has disastrously declined. He 
strengthens the connection by referring to 
the New Orleans players as “craftsmen”, 
unconscious artisans filling their selfless role 
in the community. Although he gives mod- 
ern jazzmen their due, he cannot help la- 





"contamination" of jazz by pop mus 
though he grants that, in fact, ' 
‘sharp dividing line between the two ex 






menting the onset of the technical «« 
ity that turned jazz "into a self-consci 
music which requires prel 
expertise". Equally lamentable - 








'there 








in the minds of doctrinaires." 
At times Mr Hobsbawm veers to 
the doctrinaire himself, but his scho 
spect for fairness makes him. mode 
views. Although he regrets: the coi 
isation of jazz, he knows that "jazz m: 
are professionals... . [with] no or 
nonsense about the virtues of am 
them." Even in New Orleans his 
musicians competed, sharpening 
vidual skills and challenging 3 
process that ultimately ' ‘ma e 
activity”. — a 
Predictably, Mr Hobs X 
Louis Armstrong, who held individ 
istry and broad public appeal in 
equilibrium., He is less sure about Duke E 
lington, who may be “the most importan 
talent produced in jazz so far", but whos 
“success as an artist is probably less than as. 
an innovator’. This judgment would raise 
most eyebrows, but it reflects M 
Hobsbawm's simple preference for demo- 
cratic little bands in which everybody € 
"blow out", as he calls it, to big bands tha 
read music, even music as wonderful ds. 
Ellington’s. noe 
Throughout, Eric Hobsbawim’s soul 
gripped by the image of freedom and equ 
ity he identifies with jazz. Unfortunately, 
detailed discussion of its social history on 
almost all consideration of its musical a: 
pect; but, as one of his interesting statist 
attests, there were relatively few mu 
among British jazz fans in the 1950s 
Mr Hobsbawm himself, they were mor 
tranced by the simple freewheeling en 
"a music made to get people's limbs. 
ing" than aware of technique. | 
There is something fundamental 
mantic in this response. Indeed 
Hobsbawm compares encountering 
with falling in love. His vision of a ¢ 
age is probably romantic too. Certain 
the years both jazzlovers and le 
sympathisers have had to endure ne 
generally unwelcome levels of comple 
But "The Jazz Scene" still has its vali 
both in its solid scholarship and in 
Hobsbawm's evident passion for a t 
which, as he says, "European id A 
intellectuals (including, I suppose, the w 
of these observations) read the answer 
their frustrations”. T | 
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preventative 
Psychoanalysis 
Down, boy 


 CHhurcHLL’s Black Doc AND OTHER 
_ PHENOMENA OF THE HUMAN MIND. By An- 
_ thony Storr. Collins; 310 pages; £16. 
Grove; $19.95 


€ [IE CHIATRISTS and perhaps espe- 
P. cially psychoanalysts, have very little 
- idea of what the average, ‘normal’ man or 
~ woman is like." This kind of engaging hon- 
. esty is one of Anthony Storr's distinguish- 
. ing marks. Another is his ability to shun 
- what may be called shrink-speak. Difficulty 


"mM. 


i 


Im communicating seems to be a problem 
- Shared by some members of his profession 
ith some of their patients; but one guesses 
that Dr Storr could even write a legible 
prescription. 

.. In some of these 14 essays (four of them 
here published for the first time) he looks 
again at questions discussed in his other 


^ 


- books. The very old idea (he tracks it back to 
-. Seneca) that all creative people are unstable 
has now been reversed, at least by some 
- modern theorists: “Instead of artists being 
considered mad, the insane are thought to 
- be inspired." Rejecting both these notions, 
. and pointing out that when creative people 
. do go mad their creativeness usually wanes 
. or ceases, Dr Storr nevertheless notes how 
. many such people suffer from recurrent at- 
_ tacks of depression; and he argues that the 
motive force behind the production of 
- Works of genius “often originates from alien- 
ation or despair”. 

— ... Winston Churchill, the subject of the 
. first essay, suffered from depression so fre- 
¢ uently that he gave it a nickname, “Black 
- Dog”. It is not difficult for Dr Storr to relate 
-. Churchill's depressions, his driving ambi- 
. tion and his romantic imagination to his un- 
- happy childhood—while frankly admitting 
| that psychoanalytic insight offers no expla- 
. mation for Churchill's courage and resil- 
... dence. But the strongly argued point here is 


_ that, in the dark hours of 1940, a stable and 
E v 
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have inspired the British as 
Churchill did: “it was because, 
all his life, he had conducted a 
battle with his own despair 
that he could convey to others 
that despair can be over- 
come. " 

Although Isaac Newton, 
Franz Kafka, C.P. Snow and 
William Golding are also por- 
trayed in this book, in each 
case with refreshingly new in- 
sights, it is no mere set of stud- 
ies of the famous. Music is the 
main topic in the essay on 
"The Psychology of Symbols". 
Discussing “Why Human Be- 
ings Become Violent”, the author remarks 
that "in Britain, murder is overwhelmingly a 
domestic crime" (but when, in the same pas- 
sage, he endorses the dictum that “you are 
safer on the streets than at home", one fears 
he may be getting a bit behind the times). In 
another essay he argues, plausibly enough, 
that despite Desdemona’s innocence Othel- 
lo's suspicions were not at all unnatural in 
the circumstances. 

When Dr Storr was young, psychoana- 
lysts’ eyes were glued to the first few years (or 
even months) of childhood. He is glad that 
many of them are now taking an interest in 
adult development, and he wants to see 
more understanding of the psychological 
changes that take place in older people. Spe- 
cifically, he would hope for a change in atti- 
tudes to retirement. How good if it came to 
be regarded not with dread but as a new op- 
portunity for self-development; “perhaps we 
should all retire at 50.” Perhaps. But one is 
glad that Dr Storr, who is 69, has not yet 
“almost abandoned interest in psychothera- 
py” as Freud and Jung did in their last years. 





Napoleon’s excursions 


A passage to 
India? 


DREAMS OF EMPIRE: NAPOLEON AND THE 
First WorLD Wan 1792-1815. By Paul 
Fregosi. Hutchinson; 448 pages; £19.95 


Mv as eighteenth-century France 
would have liked an empire, empires 
are hard to acquire. No eighteenth-century 
state could pursue a continental and a mari- 
time strategy simultaneously. French inter- 
ests in the navy, and hence empire, had 
never been more than episodic. So when 
war broke out in 1793, France’s posses- 
sions—a confetti of Caribbean Islands, 
some staging posts in the Indian Ocean and 
a handful of stations in India—were so 
many hostages to fortune. Britain (as much 
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to her allies’ dismay as to France's detri- 


ment) pursued her traditional policy of 
snapping up her enemy's colonies, although 
this may have been less for strategic than 
commercial reasons. 

The French republicans, by contrast, 
hardly had an imperial policy. Sending 
Bonaparte to Egypt was mostly a matter of 
busying giddy minds with foreign quarrels. 
Indeed their one big initiative, the abolition 
of slavery in 1794, may actually have has- 
tened the loss of the colonies. 

As First Consul, Napoleon did have 
something like a grand design. This was a 
blueprint for an empire stretching from the 
Caribbean through Louisiana (retroceded 
by the Spanish) to the Great Lakes and even 


That familiar ring 


SRAEL'S president, Mr Chaim 

Herzog, is a former head of mili- 
tary intelligence and author of several 
histories of Israel's numerous wars. 
So we paid attention when, in a new 
book of essays* on the Gulf war be- 
tween Iran and Iraq, Mr Herzog said: 


Not all Iranians support Ayatollah Kho- 
meini's revolution but most seemed 
willing to fight off the invasion. Iraq's 
Shi'ite Muslims have quarrels with Pres- 
ident Saddam Hussein's predominantly 
Sunni regime, but most became loyal 
Arabs when they had to fight a Persian 
enemy. Khomeini in Tehran and 
Saddam Hussein face an identical ques- 
tion: How long will these loyalties last 
once the war is over? 


We could not have put it better our- 
selves. Indeed, that is rather how we 
did put it, on July 23 1988, when The 


Economist said: 


Not all Iranians support Ayatollah Kho- 
meini's revolution but most seemed 
willing to fight off an invasion. Iraq's 
Shia Muslims have quarrels with Presi- 
dent Saddam Hussein's predominantly 
Sunni regime, but most became loyal 
Arabs when they had to fight a Persian 
enemy. The aged Imam in Tehran and 
the brash president in Baghdad must 
now be asking themselves an identical 
question: How long will these loyalties 
last once the war is over? 


This is not the only echo of words 
The Economist used on that date in 
those appearing under the name of Is- 
rael's president. Imitation is flatter- 
ing; but an acknowledgement would 
have been nicer. 





*The Iran-Iraq war: Impact and Implications. 
Edited by Efraim Karsh. Macmillan Press; 303 
pages; £37.50. To be published in America by St 
Martin's Press. 
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Quebec. But Leclerc’s expedition to Sainte- 
Domingue was wiped out by disease (like all 
its predecessors whether English or French), 
and although Toussaint L’Ouverture was 
tricked into captivity and death, the island 
became independent as Haiti in 1804. 

Even more important, and in Paul 
Fregosi's eyes the single most notable devel- 
opment in the whole period, was Napo- 
leon's subsequent sale of Louisiana to the 
United States. Almost overnight the Ameri- 
can republic doubled in size, and, Mr 
Fregosi argues, a new imperialism was born. 

Napoleonic fantasy did not quite end 
here. Even after Trafalgar Napoleon toyed 
with schemes for attacking India, whether 
overland in alliance with Persia or later Rus- 
sia, or by seaborne invasion from Mauritius. 
They were stillborn. Even French naval ac- 
tion in the Indian Ocean was more a nui- 

‘e to merchants and marine insurers 

1 a threat to British security. 

Mr Fregosi writes with a fine sense of 


balance. As the son of a Corsican and a for- 
mer member of the Free French navy, he 
naturally regrets that the French naval 
record in the revolutionary and Napoleonic 
wars should have been one of almost unre- 
lieved failure. But his mother was English, 
and he can equally castigate what he sees as 
the frequently sordid commercial calcula- 
tion behind British policy. (This precluded 
neither folly nor incompetence, as witness 
the successive schemes for the invasion of 
Latin America, culminating in Whitelocke's 
disastrous attack on Buenos Aires.) 

This is a colourful story, told with im- 
mense (and sometimes corrosive) gusto. But 
its chief premise may not stand. The revolu- 
tionary and Napoleonic wars may have been 
world wars in the sense that hostilities cov- 
ered the centre globe, but decisive action 
could take place only in Europe. The great 
battles were fought at Moscow, Leipzig and 
Waterloo—not at Stalingrad, Midway, or in 
the Atlantic. 





Our Lady of Peace of Yamoussoukro 


A basilica for Africa? 


WE St Paul's was completed in Lon- 
don 300 years ago, the gross national 
product of Britain worked out at about $720 
a head in today's purchasing power. As Our 
Lady of Peace of Yamoussoukro, by some 
measures the world's largest Christian 
church, nears completion in the lvory 
Coast, the GNP per head of that West Afri- 
can country is almost exactly the same. 
There the similarity ends. Sir Christopher 
Wren was not nagged by foreigners saying 
that the money ought to be used instead to 
buy vittles for the peasantry. Mr Pierre 
7 " houry, an Ivory Coast architect of Leba- 
e extraction, is not so lucky. 

Puritans everywhere have denounced 
the massive church that he has designed for 
President Felix Houphouet-Boigny in the 
president's home town, about 130 miles 
north of Abidjan. The money would be bet- 
ter spent on "essential medications, 
immunisations and oral rehydration” says a 
professor of comparative politics at Cleve- 
land State University; on reducing the Ivory 
Coast's debt-service ratio, say two profes- 
sors of economics at Princeton; on food for 
the hungry, say pundits on every side. 

Even the Vatican is embarrassed, al- 
though historians there recall that the opu- 
lence of St Peter's scandalised sixteenth-cen- 
tury spoilsports. Pope John Paul II delayed 
for as long as he decently could before, in 
mid-July, he accepted the gift of the basilica 
from Mr Houphouet-Boigny. He felt that 
the size of the church and its price tag of 
$250m made it a controversial monument to 
the glory of God in such a poor country; but 
he was advised that to refuse it would prove 
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still more controversial, humiliating some 
Africans and infuriating others. 

His advisers were right. The number of 
Christians is expanding almost everywhere 
except Western Europe, but nowhere faster 
than in Africa, which will probably have 
400m Christians by the end of the century. 
Many feel patronised by sanctimonious 
westerners. The church at Yamoussoukro, 
Africans note, is costing less than half as 
much as a single American Stealth bomber, 
and is being built in only three years, com- 


pared with 100 years for St Peter's. 

Mr Laurent Dona-Fologo, the lvory 
Coast's information minister, speaks for 
many resentful Africans when he says that 
the critics of Our Lady of Peace do not think 
that Africans deserve anything big, beauti- 
ful and lasting. “They describe it 
(Yamoussoukro) as a town that is too beauti- 
ful and too modern for Negroes! Why a ba- 
silica, a highway, a marble palace, higher in- 
stitutions of learning for these Negroes, who 
know nothing better than their unpaved 
roads, their little bush chapels, their slums 
and starless hotels?" 

The critics might get a better hearing in 
Africa if they concentrated on the design of 
the church. Roman Catholic worship in 
many parts of Africa has taken on a local 
flavour. At the jam-packed services in Nai- 
robi's Roman Catholic cathedral, men beat 
drums and women ululate. In Zaire, sermons 
are interrupted by shouts of joy and the 
bread and wine are danced up to the altar. 
But the buildings themselves usually date 
back to colonial days and are resolutely 
European. 

Mr  HouphouetBoigny and Mr 
Fakhoury had a chance to celebrate Africa 
with Our Lady of Peace of Yamoussoukra. 
They have missed it. The outline and the 
columns are Graeco-Roman. The esplanade 
is paved with marble. The off-white cupola 
topped by a golden cross looks out of place 
rising above the African rain forest. All but 
one of the characters in the stained glass 
windows are white—and the odd man in 
looks remarkably like Mr  Houphouet- 
Boigny. Perhaps he can still be persuaded to 
make amends by commissioning wood and 
stone work for the church from the great 
sculptors of west and southern Africa. 
es ee 
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: 1: The last reel turns 


> HE events of May and 


e June in China—first 
heartening, then appall- 
—. ing—have left their mark 
. on the country's film-mak- 
ers. The so-called “fifth 
generation" of Chinese 
film-makers, the first to 
graduate from the Beijing 
= Film Academy after the 
= Cultural Revolution and the first to study 
— western film techniques, have been lionised 
. in the West for their technique and their 
. outspokenness. Chen Kaige's “The Big Pa- 
. rade" (1985) implied that training in the 
_ Chinese army produces a body of robots in- 
~ capable of independent thought; his "King 
= of the Children" (1987) exhorted Chinese 
- pupils never to copy down without question 
= what their teachers told them. Wu Ziniu's 
. "Evening Bell" (1987, released 1989, after 
_ the army had hummed and haahed about it 
— for two years), admitted, for the first time in 
— Chinese cinema, that the nation's enemies 
— have a human face and human aspirations. 
a Although these films were admired 
_ abroad, they were not popular in China. 
. Even before the recent political develop- 
ments, fifth-generation film-makers were be- 

. ing pressed to modify their work and make it 
.. more commercial. China's most audacious 
= films have come from a single studio in 
_ Xi'an, far from the capital. The studio is run 
= by Wu Tianming, himself a film-maker of an 
= older generation, who invited members of 
the new wave to come to Xi'an and make 

- whatever films they liked. 

E- Films produced at Xi'an include "King 
_ ofthe Children", “In the Wild Mountains”, 
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"Red Sorghum”, “The 
Horse Thief’, “The Black 
Cannon Incident” and Wu 
Tainming’s own film “Old 
Well"— precisely those 
works that have attracted 
the greatest foreign acclaim. 
A liberal strain runs 
through these films, reflect- 
ing not only the views of 
their directors but Mr Wu's policy for the 
studio. A charismatic figure of considerable 
courage and wit, he has travelled widely in 
the West denouncing conservatism in 
China. When the tanks rolled into 
Tiananmen Square he was in New York, 
where, for the moment, he has elected to 
stay. 

Without his encouragement, fifth-gen- 
eration film makers in China will have no 
focus for their energies. Some have already 
compromised. Zhang Timou has fol- 
lowed his prize-winning "Red Sor- 
ghum" with a much more conven- 
tional action picture about a hijacked 
airliner, "Code Name Cougar”. 
Zhou Xiaowen, director of the 
banned pacifist film “In Their 
Prime", has since made “The Last 
Frenzy", an ultra-violent police 
thriller that was China's biggest do- 
mestic box-office draw last year. 

Others read the way the wind was 
blowing and left China. Mr Chen, 
whose “Yellow Earth" put new Chi- 
nese cinema on the map in 1984, has 
been in New York for the better part 
of a year, lecturing at the university, 
trying to set up an independent pro- 
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duction and doing bread-and-butter work 
for MTV. Like Mr Wu, he has no immediate 
plans to return to China. Another young di- 
rector, Zhang Zeming, who was based in 
Canton and has made two exceptional films 
about life in that city ("Swan Song" (1985) 
and "The Sun and the Rain" (1988)), 
crossed the border into Hongkong just a few 
days before the massacre and has since made 
his way to the West. 

On the eve of the butchery in Beijing, 
Tian Zhuangzhuang, director of “The Horse 
Thief", was in Italy, where his film “The 
Street Players" was showing at the Pesaro 
film festival. He explained how he had been 
forced to cut his film from 2!2 hours to 100 
minutes "because in China everything has 
to be standardised—even the length of a 
film." Urged by friends in the West not to 
return, Mr Tian nevertheless went back to 
China on June 26th to find out news of * ` 
wife and family in Beijing. He had E 
scheduled to start a new film about the Yel- 
low River, “Great Waters", but there has 
since been no word that production has 


begun. 
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NEW YORK 


.( NHINA’S leading young 
\ composer, Tan Dun, has 
been living quietly in New 
York for the past three years. 
— He is on a student visa at Co- 
— lumbia University and is work- 
~ ing on a commission for the 
— Early Music Ensemble of Scot- 
. land. Although he concentrates on perfor- 
.. mances abroad, his works are still uniquely 
.. Chinese. “The most important thing to 
. me”, he says, "is going back to China as of- 
. ten as possible." 
.  . He now fears he may never be able to 
. return. When he was interviewed for The 
.. Economist during the Tiananmen Square 
_ demonstrations, he arrived with a copy of 








. 2: Nine songs in Manhattan 


the morning newspaper an- 
nouncing that the hardliners 
were beginning to prevail in 
the government. “If I were in 
China today, I would be in 
Tiananmen Square", he said. 
“I want to change China." 
When he was contacted again 
after the massacres, he was too depressed to 
say anything more. 

Mr Tan's "First Symphony" caused a 
furor when it was heard, in 1979, in main- 
land China's first nationwide symphony 
competition. Official socialist-realist themes 
were supposed to be set to popular, Holly- 
wood-sound-track music— "cheap sweets", 
as Mr Tan calls it. Instead, he had written an 


atonal piece that combined traditional Chi- 
nese instruments and sounds with a western 
orchestra. The judges, horribly shocked, 
awarded him at the last minute a special 
“Discovery Prize", which stimulated public 
curiosity and performances. A thaw had be- 
gun, although Mr Tan did not stay around 
many years to enjoy it. 

His new opera, "Nine Songs", which re- 
ceived its world premiere in May in New 
York, was radical even for him. The music 
makes use of archaic styles and folk motifs 
from Mr Tan's native Hunan; nine musi- 
cians play more than 100 instruments, 
categorised in the Chinese way into hide, 
silk and even earth (blown and struck ce- 
ramics, created especially for the produc- 
tion). At one point the musicians play differ- 
ent ceramic pieces dispersed among the 
players, so that the tones of a single gam- 
elan-like instrument seem to fly round the 
pit. The vocalisations (singing is certainly 
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not the word) include stylised wailing, mar- 
tial shouts and stage whispers, with Mr Tan 
and his musicians vocalising too. 

The musical line of “Nine Songs" seems 
as authentically Chinese as the ink calligra- 
phy of the Sung Dynasty. But Mr Tan feels 
that the Chinese musical world does not 
hear it that way; it hears mainly western dis- 
sonances and dramatic departures from 


form. His work is probably closer to that of 
the late Harry Partch, an idiosyncratic 
American composer, than to that of any of 


his Chinese colleagues. 


Mr Tan notes that it is sometimes easier 
to work as a composer in China than in the 
West. Artists get the same income whether 
they are working or not, and living costs are 
low. He was then reminded of Stalin's coer- 


cive indfüpuiikion of Shostakovich, itis add 
clear model the West has for the situation of. 
the composer under communism. “It’s still 
the same”, says Mr Tan. "The c 
always nsi artists to serve. But art isn t a 
tool—it's a culture, a language. They want - 
to control artistic policy, but they're not art- 
ists. They're politicians." Jesse Helms, are - 
you listening there below? * 








9: Dictators can be kind 


I SHIZHENG is a Chinese 
poet with a strong turn 
of phrase. One of his lines is, 
“We hear again the urgent 
knocking of red terror." It 
written not in June 
, but in 1974. For as 
long as most people in 
China can remember, terror 
of one sort or another has 
never been far from their 
lives. 

In this atmosphere Mr Li has survived 
and even prospered, making a living as a 
journalist and a reputation as a poet, pub- 
lishing his lines under the pseudonym 
Duoduo (pronounced Door-door, the name 
of a daughter who died in infancy). He was 
in Tiananmen Square on the dreadful night 
of June 4th, but the next day was in London 
at the start of a poetry-reading tour ap- 
proved by the Chinese government. 
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EN months after it appeared in Eng- 
land, Salman Rushdie’s “The Satanic 
lerses" has been nervously published in 
France. Few bookshops outside Paris have 
put it in their windows, and some have de- 
clined to stock it. It is holiday time, in any 
case, and people should have nicer things 
to think about. Nonetheless the first 
printing, of 65,000, was bigger than usual, 
and at one branch of the FNAC book chain 
in central Paris the entire stock of 1,000 
copies was sold out in an hour. Last week, 
L Express placed it at the top of its list of 
best-sellers. 
_ Frenchmen making for Spain would 
have found the book even more promi- 
nently displayed. “The Satanic Verses" 
was published there in mid-May, with a 
first printing—large by Spanish stan- 
dards—of 60,000. They were sold out in a 
week. Seix Barral, the publisher, brought 
out the book with the backing of 17 other 
publishers and the support of the Spanish 


has sometimes run into trouble. The book 








minister of culture, himself a novelist who — 


Bloomsbury has had the 
good idea of publishing, in 
LOOKING OUT FROM 
DEATH*, the first English 
translations of his poems. 

He is still in the West, in 
Canada, but does not regard 
himself as a refugee. Dicta- 
tors can be kind to poets. 
Stalin spared some who op- 
posed him. So did Mao, who 
fancied himself as a poet. 
Perhaps they agreed with W.H. Auden who 
wrote, thinking of Ireland, that “poetry 
makes nothing happen”. 

Much of Mr Li's work is concerned with 
the suffering of China: "All over the befud- 
dled land,/the coarse faces of the People and 
their groaning hands." But his poems can 
be fun too. "Travelling with Marguerite" 
visualises a lovers’ trip abroad: “For you, 
I’m going to clean out a thousand/ of the 


contains a printed note from the Ministry, 
beginning “Given that the Spanish con- 
stitution guarantees freedom of expres- 
Mors rm 

Since the affair broke, western views of 
“The Satanic Verses" have changed con- 
tinually. The book was treated first as 
cheerful polemic, then (after the 
Ayatollah's murder call) as a beacon of 
free speech, then, briefly in Britain, as an 
anti-Thatcher tract. Now the tendency is 
to treat it as Great Literature. Reviewers 
in both France and Spain said they wished 
it had an index: a sign not merely of 
reader confusion but of reverence and a 
wish for instruction. In Spain, where pa- 
tients who cannot pay cash give gifts to 
their doctors, "The Satanic Verses" is 
now the gift of choice, after good cigars 
and wine. One doctor in Barcelona boasts 
eight copies on his shelf. 

Portents have appeared in Britain, too. 
On July 2nd, at a public reading of "The 
Satanic Verses" —the first-ever, since for 
14 weeks no venue would risk it—the 


protests of the Archbishop of Canter- 
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classiest jewellers in Paris./ I'll cable you a 
hundred thousand/ mist-moistened ki i 1 
from a Caribbean beach.” 

In his defence Mr Li could point out 
that not all his poems are dismal and critica 
May he never have to make it. 


*Bloomsbury; 127 pages; £4.99 


book was praised for its literary richness 
and, in Michael Foot’s words, its “expres- 
sion of the tolerant and forgiving nature 
of Islam.” In a recent pamphlet in the 
“Counterblasts” series, SACRED Cows*, 
Fay Weldon called it “a piece of revelatory 
writing . . . [that] reads pretty much to me 
like the works of St John the Divine”. 
Tony Harrison, a playwright and poet, 
went equally far on July 31st, when he put - 


out a brave, perhaps foolhardy, tribute to 
Mr Rushdie on BBC1’s “Byline”, over the 


7 CM 


: Gut ae 
EC gc M PM 
E! å 


bury. His central theme was an imaginary 
meal in a Tandoori restaurant in Bradford 
to which Mr Harrison had invited Omar || 
Khayyam, Voltaire, Molière, Lord Byron || 
and Mr Rushdie. Waiting for guests who || 
would never come, Mr Harrison raised his || 

glass to "The Satanic Verses": "Its bril- A 
liance and its blasphemy, [which] enabled | 
man to break free from Bible and Koran." | 
The book still sits uneasily with those || 
plaudits, just as Mr Rushdie sits uneasily _ 

with Voltaire. À new icon, however, is be- 
ing inexorably created. 


*Chatto & Windus; 43 pages; £2.99. 


NTMENTS 


CENTRAL EXECUTIVE DEPARTMENT 


Maintaining 
Momentum i in — andl 


n " ! of ahievernent has ciinii recently in 
nghams emergence as one of Europes premier cities. A 
hly successful National Exhibition Centre, an International 
nvention Centre under construction and the Super Prix are 
mn examples: of equal importance is our emphasis on 
mproved and effective services to our one million 
B cit | bringing them closer to the point of need. In all 
| these we are now planning for the next century. 
| A newly established Central Executive Department has been 
| created to assume the wider role that Local Government must 
' take in a changing society. The department will provide 
_ forward thinking, non-financial administration and more 
- efficient central management for the Council, including more 
effective spending of our £1 billion annual budget. This offers 
" excellent career opportunities for individuals keen to help us 
^ build on our achievements - and maintain our momentum. 


CO-ORDINATION AND 
REVIEW DIRECTORATE 


Consultancy Division 


= represents a unique opportunity for top calibre people to - 


getin on the ground floor of an innovative and exciting 

| business enterprise. The Consultancy Division in the 

-Co-ordination and Review Directorate is being established to 

| provide an in house economic and management consultancy to 

-the City Council, and will extend its business to other public 

sector organisations. The Division will have skills in the areas 

| of organisational development, business planning, systems 

; analysis, new technology definition and application and 

. economic and financial management. Although the precise 

| work undertaken will depend on the skills in the Division and 

<its ability to market itself, it will, under the direction of the 

~ Assistant Executive Director, undertake a business planning 

“function for those parts of the City Council where the private 

| sector also operates a service. It will operate along private 

"sector lines and will compete with the private sector in the 
market place for public sector work. 


li the jobs now on offer are new. We are looking for intelligent 
people with a high level of analytical and communication skills, 
-who can represent the Division to all its customers. The career 
: path will probably be into senior jobs in local government or as 
: consultants in the private sector. If you consider yourself to be 
. a potentíal high-flier you should certainly apply for one of these 

jobs even if you are on the bottom Principal Officer Grades in 
local government (spinal point 33: £13,497 p.a.) or equivalent 


management services in the publi 


_have relevant new technology tr: üning 
. jobs. 


Organisation and Busines RES s Pl ne 5 
| New w Technology. | 


.4 Jobs 
-820, 232-£22,206 


You will be ipae for managing high profile multi- 
disciplinary assignments under the direction of the Assistant 
Executive Director. You will offer the Division extensive and . 
varied project management and implementation experience : 
gained in the public and/or private Sectors, and specialist 
skills in at least one of the following:- business planning, 
organisational review, systems development, new technology 
ands services; financial and economic management. 


Ret: 13/992 


CONSULTANTS 


Organisation and Business Planning/Finance/. 


New Technology 
 6]obs 
£18,078-£20,232 

You will undertake a range of consultancy assignments within 
a multi-disciplinary team under the direction of the Senior 
Consultants, with emphasis on organisation and business 

hnology and consultancy. You should. 
have experience of project ma agement in financial |. 
management, business a omal rg gunisationalt lien or 
will need to be a qualified nt fin 


Accou in: Ta jobs and 


| Ref 13/993 _ 
For further details and informal enquiries please contact: 
Mr. Bruce Epps, telephone: 021-235 2011. 


Application forms and further details from: the Central 
Executive Dept., Council House, Birmingham B1 IBB. 
Tel: 021-235 2187 (24 hour answering "esr 


| Closing date: 18th August 1989. 


The eCity Coural SETER net from al: sections 
of the community, irrespective of tace. colour. gender. 
sexuality ordisabuity |— — 


Job Sharers welcome 





:CONOMISTS IN HM TREASURY 
. to £18, 086 . 


e are seeking recent graduate. Economists to work on a range of macro “ana micro economic issues. The posts 
i immediately available are in the areas of: 
^o analysis of macro-economic policy 
analysis of current developments in, and forecasting, the domestic economy 
analysis of the world economy and international economic issues | 
“the micro-economics of industrial and public service programmes. 


There: will be opportunities to move between these. areas and to other posts. 


- "We are looking for individuals. with a good. economics ; degree (first or upper gecond class honours) or a relevant post 
g graduate degree. Good communication skills are essential. 


$ 7 ey eee will be is interview, ne appointments will be for up to one year with possibilities of permanent testablishmen i 
5; Tater. | | | | ; 


> s Starting salary upt to £18, 086, depending o on qualification, experience and age. 


.. Further details are available from Tom Morris; Room 110/2, HM Treasury, Parliament Street, London SW1P- 3AG. a 
Sepiember Ji nid 5093. Applications together with a CV, including the: names of referees, should be sent to ard T 
ember E 


2 ‘British Gas i isa major force ‘in the wor id energy market withan ^ schemes, generous holidays, pension, s and sda facilities; and 
... annual £7.5 billion turnover and over 17 million customers. | generous relocation assistance where appropriate, 
We now need a Senior Economist to join. a small team, based in Please write for an application form, quoting reference - 
ictoria, providing advice to senior management ona varied range of ECP/01128/142/E, to Ruth Walker, Recruitment Administration, 
itally important issues. — — British Gas plc, 59 Bryanston Street, London W1A 2AZ. Closing date _ 
.. In this key role, you'll have particul ar responsibility to the Chief for receipt of applications 18 August 1989. 
onomist for the economic aspects of pricing and investment, and of 
ublic utility regulation. You will also help track and interpret UK and 
world economic events and develop scenarios for long-term planning. 
i T An original eise with a ds honours degree in pre ora 
elated subject and five years’ relevant experience, you should have an ity o 3r 
analytical mind and be able to assess the impact of external An equal opportunity employer 
~~ developments on our company. Self-motivated and capable of working 
- to tight deadlines, a knowledge of econometrics would be desirable. 
, .. Salary, inthe range £22,200 to £25,160, is supported by an 
| excellent benefits package including profit sharing and sharesave 


3ritis 










. seeks candidates for post of 







& Technical 
ye Adviser 

s (Agronomy) 
to assist the Project Management on n agronomic aspects of the Fund's DUIS 
specifically: 











1, Provide technical guidance to missions. 


2. Reviewtechnical reportson developments and various points i inthe project cycle, 

evaluate and comment on agronomic, financial and economic criteria. 

. 4. Evaluate agricultural technology proposed in projects in terms of agro- 

-  dimatological, economic and cu ral conditions and institutional and manage- 

ment capacity for technological change. 

4. Assist in developing project pipeline. 

5. Assistiprepare technical reports. 

Advanced university degree or equivalent in agricultural sciences, with 10-15 years 

. experience including at least 7 years in developing countries and/or with 

. international financial dier or non-government organisations. Technical or 

. managerial expertise in Blain riculture. Familiarity with effects of economic 
policies on food and agriculture. Ability to draft concisely. Excellent knowledge of 

nglish and good working knowledge of French, Spanish or Arabic. 

l Net base salary per annum will range from U5$36,293 to US$44,340. Cost of living 

‘|. allowance subject to change according to United Nations Common System wi 

|. range per annum from US$16,157 to US$17,496. 

Initial contract is for two years. Deadline for applications 25 September 1989. 


Send two applications to: 






















Personnel Division 
IFAD 


Via del Serafico, 107 
00142 ROME 













Only shortlisted candidates will receive an acknowledgement 












| -The Ernst & Whinney Item Club 


- Àn expanding company is looking for a hard 
"working and talented individual to assist the 
. Chief Economist in the day to day running of the 
ITEM Club, a high profile international forecast- 
ing group sponsored by Ernst & Whinney. 

The varied nature of this job and the scope for 
. development that it offers makes the position 
suitable for a variety of candidates, including 
recent graduates or economists with some expe- 
rience. You will need a strong economics back- 
ground and good quantitative skills. 

. Salary will depend on the talents you bring to the 
job. 

Send cv by August 18 to Brian Pearce, Ernst 
.& Whinney ITEM Club, Becket House, 1 
Lambeth Palace Road, London SE1 7EU. 
Further details can be obtained by tele- 
phoning 01-928 2000, ext 4226. 









TREASURY 
ECONOMIC 
MODELLING 
























international Fund for Agricukural Development, IFAD (United Nations) Rome (italy) 






item 


INDEPENDENT 

















UNIVERSITY OF NEWCASTLE — 





DEPARTMENT OF ECONOMICS. 


SENIOR LECTU RERS 


(Position No A49) 


AND LECTURERS 


(Position No A95/89) 


The Department of. Economics has available immediately positions in the 
above categories. The positions may be filled either on a tenurable or a three- 
year contract basis. The Department has around 30 academic staff members 
together with a number of part-time tutors and office support staff. Student 
numbers have increased. sharply in recent years, Students are enrolied for 
Bachelor, Masters, MBA and degrees. 

Research interests are organised around a number of groi 4ps, including the 
Institute of Industrial Economics, the Labour Issues Group {induding labour 
economics and industrial relations), the Resource and Development Research 
Group and regional economics through an association with the Hunter Valley 
Research Foundation. There are aíso strong interests in macroeconomic 
policy, history of economic thought and. methodology, econometrics and 
economic history. The Department is well equipped with computer facilities. 
In addition to the VAX mainframe, all staff members have been provided v 
personal computers and substantial elements of the teaching program 
conducted with the aid of PCs. 

University economists enjoy a right of limited oon practice. These activities 
are often organised on a team basis through the groups mentioned above. 
Newcastle is surrounded by extremely pleasant living and recreational areas, 
and modern rail and freeway place the University” a comfortabl le two- 
hour journey away from Sydney. ^ ^ > 

Applications are invited from candidates. specialising in any area of econom- 
ics. Commencing salary will be dependent upon qualifications and experi- 
ence. Salary ranges. de as follows (per annum): Senior Lecturer A$41,459- 
A$48,086; Lecturer A$31,259-A $40, 622. Further details may be obtained from 
Professor Barry Hughes (tel 049-685 768). 

Applications close 31 August. 1989. | . 

Conditions of derer nt, including method of application: ond: other 
particulars, may be obtained from om Appointed 358), Association of 
Commonwealth Unive rsities, 36 Gordon Square, Y p c 


nent opportunity is University policy 



























Equality of empl 










mr 


The Uranium Institute, a maj 
association concerned wit 

tries, is seeking a capab 
its library and office compu : 


The library services the Institute's S € its | 
corporate members and external enquirers., Experi- 
ence in managing a small specialised library is sought, — 
as is experience of computers in libraries (ideally using 
Strix Version V). The Secretariat office uses a Xenix 
based multi-user computer, running Uniplex i+ inte- 
grated office software. Experience with this, or similar, 
multi-user systems is. essential. The. Information Ser- 
vices and Computer Manager is also responsible for 
advising the Social oe ae) on information technol- 
ogy matters. 


Salary will depend on is qualifications. and experi- a ; 
ence. Applications, paa janied by a curriculum ; 
vitae, should reach "2th Fl le : | 













August 1989. 











University of Newcastle 


ansport Operations Research Group 
(SEARCH ASSOCIATE 

xciting opportunity has arisen for 
“experienced graduate/postgraduate 
h a strong ECONOMICS back- 
ind and an interest in road-use 



















ort. The post is funded by the EC 
contract recently offered to the Univer- 
sity under the DRIVE programme. 


ntment will be for 12 months 
‘with the possibility that the 
may be extended for a further 
hs. Salary will be at an appro- 
iate point on the 1A salary scale 
9,4 16-£16, 665 pa depending on qual- 
tions and Sipetonca: 






€ nt as soon as possi- 
a. A Professor’ P Hills, Transport 
Se Operations Research Group, The Uni- 
. „versity, Claremont Tower, Newcastle 
“upon Tyne NET 7RU, from whom tur- 

ther information can also be obtained 
; (et 091 2226000, ext 6822). 





An interdisciplinary and inter-area research 
institute of the University of London 


Applications are invited for the post 
of 


E HEAD 
| of the Sir Robert Menzies 
| Centre for Australian 
Studies. 


The Headship. ‘of this well-estab- 
lished and: lively centre is at profes- | 
1 sotial level and is for a term of not 
] less. than two years beginning in 
"30. The post may be filled by 
condment from Australia and the 
Ul. PO-Is0n appointed will normally be a 
1i scholar from the fields of History, 
Politics or International Relations. 


informal enquiries and expres- 





fessor Shula a Marks, re ed to Pro of | 
the institute. ` | 


Further particulars are available 1 
rom. the: Administrative € ret tay 








ai SDS, to ei un dem | 
ioi uld be sent not later then 15 | 



















“LAND” 
Canada, Quebec, City of Chicoutimi 
(900,000 s/m). Large wooded land, 
next to golf course, and close to the 
Sio Buy from the owner at 
00 s/m, will finance 50% at 9%. 


E i 418-628-6285 
Fax: bicis: 









ng and taxation applied to road | 

















ROYAL INSTITUTE O 
INTERNATIONAL AFFAIRS 


WEST EUROPEAN PROGRA 
will be appointing: S 





Royal Institute of British Architects 


Market Research Officer 
£13,266-£16,331 per annum 


A social sciences graduate with economic/statistical expertise and probably 
some knowledge of contract administration to administer the Institute's 
market research programme. An exciting post with potential for develop- 
ment. Interest in the built environment is an advantage. You will: 


— provide an economic and statistical information service. 

























with special interests in EC/AUC 


with special interest in Brítain's 
role in Europe 







-- negotiate and administer contracts for research services provided to and 
for research services provided to and by RIBA, 

—- assess survey methods and findings. 

— laise with external groups. 

— produce and present reports. 

Send CV to Peter Richardson, Personnel Officer, RIBA, 66 Portland Place, 

London WIN 4AD. 







For both posts some working know 
| of the European Community es 
knowledge of other European. langi 
desirable, 


Further details from Personnel 
RHA, Chatham House, 10 
Square, London SWiY: 
01 936 2213. Fax: BT 839. as 


| Closing date for applications 3 
1983. ius 







































BROADCASTING ECONOMISTS 
Central London 


The Economics and Statistics Unit at the Independent Broadcasting Authority, produces e enue 
financial analyses of broadcasting issues as well as providing advice on a wide range of policy matters, - 


New legislation in the form of the Broadcasting bill will mean that the Unit will have an influential role in o 
shaping the future of independent television. : 


We have two career opportunities which have arisen within this dainos and changing environment, 


ECONOMIC ANALYST 
£17,600 - £22,000 p.a. 


With 3-5 years’ experience in ee the public sector or iat) you will provide analytical advice on - 
economic and financial aspects of independent television as part of the policy formulation team. A high - 
standard of report writing skill is needed as you will be liaising directly with senior management. : 


ECONOMIST/STATISTICIAN 
£15,500 - £19,300 p.a. 


Probably with 2-3 years' experience in a similar role, you will be responsible for maintaining an extensi 
database as well as providing support on the financial modelling of independent television. 


For both positions a degree in Economics, Statistics or Business Studies is essential. As well as an undo 
high level of numeracy, a familiarity with computer modelling is necessary. For these key positions team work 
is vital and you should relish working in this type of environment. E 
Please write with full C.V, stating current salary to: Lesley Monaghan, Personnel Officer, Inc b nde 
Broadcasting Authority, 70 Brompton Road, London $3 LEY; to arrive no later than 2st August 1989 
interviews will be held on 5th and 6th September. 


"AN EQUAL OPPORTUNITIES EMPLOYER * 






























INDEPENDENT 


I B A BROADCASTING 


AUTHORITY 
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| SECOND FORESTRY PROJECT 
| PLANT, VEHICLES AND EQUIPMENT 


Loan number 2760-UNI 
Kaduna State Forest Management Project—KDFMP/ICB/IFB-2 


The Government of the Federal Republic of Nigeria has received a loan from the World Bank in various 

rrencies towards the cost of the Kaduna State Forestry Management Project of the Second Forestry Project, 

nd i itis intended that part of the proceeds of this loan will be applied to eligible payments under this contract . 

e supply of plant, vehicles and equipment for which this invitation to id is issued. d 
aduna State Forest Management Project now invites sealed bids from eligible bidders for the supply of |. 

he a following items ws (with quantities indicated). om a 


Category A—Construction equipment (Bid Security US$22,000) 
Item number: 
1:. Crawler tractors, 200 KW (3) 
2: Grader, 95 KW (1) | . 
> 8: Crawler tractors, 60 KW (2) 
. 4: Rome ploughs, to be used with item 3 3 of A (2) 
5: Heavy-duty 20-30 disc harrows, to be used with item 1 of A D 


Category B——-Tractors (Bid security US$8,000) . 
Item number: ! 

1. Agricultural tractors, 60 KW (11) 

2. Agricultural tractors, 4-WD with winch (3) 

3. Heavy-duty off-set disc harrows, to be used with item 1 of B (9) 
4, Timber trailers, 6 tonne (6) 


Category C—Lorries (Bid security US$6,000) — 
Item number: 

1. Lorries, 10 tonne (6) 

2. Tipper lorry, 1 10 tonne; 6.4m (1) 


Category D—Cars (Bid security US$3,000) 

item number: 

1. Station wagon, 2-WD (1) 

2. General Purpose (GP) pick-ups, 1 tonne, 2-WS (6) 
2 3. Sedans, 2-WS (3) 
-AH bids must be accompanied by a security in the form of a bid bond or bank guarantee for each he bidding 

pills above and as specified in the "Instructions to bidders", under clause 15 of section It of the bid 
documents. 
-items under Category A must be delivered within 150 days of receipt of order; and items under all ‘other 
-categories must be delivered within 120 days of receipt of order. 
-Bidders may bid for one or more complete categories as awards will be based on individual categories. 
"Interested eligible bidders may obtain further information from and inspect the bidding documents at the 
office of the Acting Project Manager, Kaduna State Forest Management Project (first address below) or 
. purchase them from Agroman-ADPLA (second address below). 
Complete set of bidding documents may be purchased by an interested eligible bidder on the submission ofa. 
written application to either of the addresses below, and upon payment of a non-refundable fee of nairas_ 
1,900 or US$250. After receipt of the fee, the bidding documents may be sent by courier to the bidder’ s 
registered address. 
-In the comparison of evaluated bids, a margin of preference will be given to goods manufacturered i in Nigeria 
/ (as specified in the bidding documents). 

All bids must be delivered on or before 1200 hours, local time, on 22 August 1989 to the Acting Project . 
Manager, Kaduna State Forest. Management Project (first address below) for Pee epening Mom 
thereafter in the presence of bidders' representatives who chose to attend. 

(1) Acting Project Manager a 
Kaduna State Forest Management Project, c/o State Forestry Division 
PMB 2318, 10 Jabi Road, Kaduna, Nigeria  — ; 
| Telex 71622 KADP NG. Telephone 062 215429 © 


i (2) Agroman-ADPLA 
34 4 New Cavendish Street, London, W1M nH 
United Kingdom 
















Want to brush up 44 
ona foreign VEN 
language? 


With Audio Forum's intermediate 
and advanced materials, i's easy 
_§ to maintain and sharpen your - 
^ foreign language skills, 
of Bésides intermediate 
. and advanced audio- . 


LEARN TO SPEAK FRENCH ee mete cames se deiner tr EID 
Hs TOTAL NATURAL IMMERSION — 



















a . dramas, dialogues recorded in Paris, games, 
1 B music, and many other helpful materiats. And if 
with French participants for? — — — | egiming courses tor tuts ana 1o caren 
| v. intensive da DOGNE in| world's 
A rue" nsive days in the DOR GNE man, ne oe italian, — Mandarin, 
teau LA VAL Swedish, Turkish, m Urdu etc. etc. iii 
J.L.Lefevre CIEL.BP.180 





i Tel: 5391 t “4 28 


London W8 4LL 













— Get ready for 1992 ee French now 
m at the most renowned school 


pec DE FRANCAIS 


@ The highest quality teaching’ 

€ A high-level international student body 

9 A cordial, hard-working atmosphere 

@ French cuisine 

@ A breathtaking settin on the Riviera 

© A truly dedicated sta : 

ND : Daily 08. 30-17. 00 with 2 meals 

EDDA For adulis. 8 vels: Beginner I to Advanced II 

ini Nenk: ifi ia ASe E starts 4 September and 2 October 1989 and all year 
Qu INSTITUT DE FRANCAIS — EHS 


13 he. Gde-Leckerc, Ok VILLEFRANCHE/RER. T. $3 01.88 44. Tz, 970.9898. Fa. 93769217 






UNIVERSITY DEGREE 


- For Life, Academic & Work 
Degrees fcc pecgie vo Wat Io bo (oA (deci and 
secure in their Jobs or Professions. 


rtp pent deb MAGTEN t o DOCTORAT Dues u 





o Akyat know- -f Mrd | We will assist you in adios Piin iterrents 
expedenceis site | wiou loma casses or seminars i your Our pane and Ure 


ores Send detailed résumé on work life and academic experience for a no 
D incu 





í ON yop e California 90049-—.Dept 13 ISA 
" "ont Surius. elex: 182315 Fax: 219/47 1-8456 


2 mit EON RU a OE CE CR SL ISS NEE 


M MÀ — — — — — — — EN SI SERUUM) EE ete frre DÓNDE 


pO YT EC HNC 


ART-TIME COURSES IN. 


BUSINESS & ECONOMIC FORECASTI NG 


“This innovative programme of study brings together 
| the practical and theoretical aspects of modelling and 
forecasting. The skills taught can be used to analyse 
and predict the fortunes of individual companies. 
L ustry or economies. The course is designed for those 
with work experience as well as recent graduates. An 
MSc award or a Diploma or a Certificate is available, 
depending upon the duration of the study. Attendance 
is two evenings per week during term time. 


. Further details and application forms are available 
| from the Forecasting Course Administrator, School of 
| Economics, Kingston Polytechnic. Penrhyn Road, 
| Kingston upon Thames, Surrey KT1 2EE. Telephone: 
| 015 49 1 ext 2384. 


































































OXFORD INTENSIVE 
COMPUTER COURSES 


Master financial and business modelling and 
presentation graphics, technical writing, data- 
base programming, in intensive 3 to 5 day 
modular courses. For full information contact: 


MANAS DATA 
Schools Ltd 
Unit 18a Kings Meadow 
Ferry Hinksey Road 
Oxford OXZ ODP, UK. 
Tet: 0865 758959 
Fax: 0865 798960 


LEARN 
FRENCH 


] The intensive way and in real immersion. 
This means living in one of the most | 
picturesque regions of France and really | 
becoming fluent. Also vacation and learn- 
ing plan. Cultural programme in Paris. 
Winter programme on the French Riviera. 
State age, goal level and time available. | 
US transfer credits. 


The French and American Study Cen- | 
ter, BP 176, Lisieux 14164, Cedex, 
| France, Tel: 31 31 22 01. "ned j 






































































29th esa 1989, RAC Club, P 


| in response to the considerable interest now being shown in grapholoc 
this seminar will both introduce the subject and examine its human n 


For further information, or to request a seminar. brochur 
O'Driscoll, Course Administrator, Codd Johnson Harris (Hu 
| tants), 12 New Burlington Street, London WIX FF. Teleph 


Marketing 
Distributor Ch 


ONE DAY SEMINAR STRATEGY CLINIC 
WORLD'S » LEADING DI STRIBUTION C 


London: 12 September & 1 1 October UT 
Brussels: 14 September 


Frank Lynn is dedicated to help firms manage © 

change and grow their markets. These one day 
clinics will provide direction on the design, 

refinement and management of all aspects of 

channel marketing programmes. 

It aims to benefit marketing professionals and 

uic Pe anners in : vari hs of firms, but 











ETT to gai n es maxi mom hel p com the 
day, numbers are limited fo 15 on each. 
Cost: £345.00 
[ To: Frank Lynn & Associates Limited. 2 Queen Anne's Gate Buildings | 
London SW1 9BP. Telephone (01-222 9055. Fax (0)-222 1436 
NAME t RUPEE UOI E RR TAA LE ee CON TER RR Re ENTRE ET 
ECON STAG - 


CONGA Y RUE TR ER CR E Dr EROR RR EUR REIN IND ORNARI E SUB RS PESE SRL AERE RE 


| PS a can our eign i ocean ere dea 


Frank Lynn & Associates Limited 





























Sarah Hodge Recruitment Consultants 
| Need a Top Secretary? 


Call (01)434-0030 
1i 215-217 Oxford St London WIR 1AH | 





DIPLOMAT 
HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 
Telex: 926679 DIPLM TG 
Fax: 235 1544 
in exclusive Belgravia within walking 
: distance of Harrods. Provides unsur- 
passed opportunity for super accom- 
modation and full English breakfast at 

exceptional value. 
Single bedroom from £49.95 + VAT 


Double/Twin from £74.95 + VAT 
A LINBAR EXCLUSIVE MOTEL 










.| HOW TO LEGALLY OBTAIN A 

| SECOND FOREIGN PASSPORT 
A SECOND PASSPORT OFFERS MORE FREE- 
DOM, GREATER SECURITY AND INVEST- 


5] MENT OPPORTUNITIES AND CAN HELP TO 
c] SAVE TAXES. 


The exclusive PASSPORT REPORT is the 
most up-to-date guide on obtaining second 
passports from legal sources easily, quickly 
and often cheaply (if not free). Money back 
guarantee if not completely pleased. 
£50 (US$85) + delivery. Airmail £10 (US$18) 
zaxira or surface free. Or details from: Scope 
c Books Lid, Box No 118, 62 Murray Road, 
cL Homdean, Hants P08 gi, UK. 


Credit card orders by phone or fax ac- 
| cepted. Tei: (0705) 592255. Fax: (0705) 
14 591975. Outside UK dial (international 
C] Code +44 705). 

























One of Canada's largest 






"Price for the group £5,000 








Berkeley Square Nominees Ltd 


IMMIGRATION—CANADA 


investment houses offers bank or first mortgage 
' guaranteed investments in the Investor-Immigrant Program. 


We are oen in the field of Investor-immigrotion in Canada. Confidentiality is 


ESO te ck LE gee ee Mn C asd. Conada H3B 459. 
. Telephone 514/879-5576 


READY-MADE COMPANIES 
FOR SALE 

London, City and Southern Developments Ltd 

London, City and Southern Estates Ltd 

London, City and Southern Investments Ltd 


London, City and Southern Properties Ltd 
London, City and Southern Property Holdings Plc 


Aero, Marine & General Finance Corporation Ltd 
Aero, Marine & General Leasing (UK) Ltd 


. City & Commercial Acceptances Ltd 
. City Finance & General Trust Plc 


ees Ltd, 58-60 Berners Street, London W1P 3AE 
MUN Tel: 95912 690; Fax: 05912 450 | 


2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kieomenous, Ath- 
ens 10675, Greece. 





WANTED. Fine wine and port syndi- 
cate members. Tax free (UK). Huge 
profit potential. Call 0747 54315 (UK) 
or Fax 0747 53810 (UK) and ask for Mr 
Russell. 





STRENGTHEN TRADE & investment. 
Put the US and Canada in the EC. 
World Federation of Europeans (by 
birth or descent), Box 14262, North 
Palm Beach, FL 33408, USA. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 


SELLING SKILLS 
For high value, complex services: 
| consultancy, technology, research 


etc. Individual and group coaching. 


intensive, professional, ethical and 
| powerful. 


Kendall-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Smal character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 
A LINBAR EXCLUSIVE HOTEL 





























Fox 514/879-1015 





THERE'S ONLY ONE GIN 
FOR THE WELL-INFORMED. 










Obtain us “mamora "hróugh pur- 
chase of secured and well-rewarding 
real estate or opening ot American 
branch companies, etc. ALL MATTERS 
HANDLED BY A LICENSED US ATTOR- 
NEY/PhD ECONOMIST. 


Contact Edward P. Gallagher, Attor- 
ney-at-Law, PO Box 70302, Washing- 
ton, DC 20088 USA. Tel: (301) 299- 
7269. Fax: (301) 983-3439. 





INVESTMENT-GRADE IBI 
REAL ESTATE — 





We advise foreign. institutional |] 


investors on prime Florida - 


properties 
| Swiss Consultant Group (USA) 
| inc. Fax: +813 254 0013 


South Kensington | 


Luxury fully furnished one and two bed 

flats in quiet cul-de-sac off Queens Gate. — 

| Resident manager, direct dial telephones, f- 
video security and colour TV. Weekly 2 
rates from £266 to £560 plus VAT. yg a 


FULL DETAILS: TEL 01-225 0184. FAX [| 
01-225 0280. TELEX 893095. | 
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Latest Research ~ 


Merino T iade dd 
SHARE OWNERSHI au | 
Why, How, Where? PLANO WON-RES ER 
A practical report that enables  ISLEOF MAN £89 
multinational companies to | ro EN £550 
| introduce or extend ESOP's in | PANAMA bee 
twenty countries in Europe, North “BULL. NOMINEE, M p 


America and Asia. Written by 
George Copeman, the world's ] 
i leading consultant on the ees t 





it brings together the principles, I. COLIN FOSTER 

|] OVERSEAS COMPANY 
rationale, tax rules and corporate el REGISTRATION ENS LTD. 
experiences of dealing with. : - COMPANIES HOUSE 
ESOP's in each individual. country. | TOWER STREET 


Price including postage: £280; Swit70 8 | l i 4 : i ae y 
or US$460 Fe 
Business International 


MarkeingDep(EDX.) — 215 Par vk Avenue Soit i 
46 Duke Street ork, NY 10003 . E 
London WIA TOW, UK 


Tet 01.493 6711 Tel 2} 460 069 E 













; OUTPUT, DEMAND AND JOBS New statistics confirm the slowdown in America's economy. Its 12- 
. month rate of GNP growth slowed to 2.896 in the second quarter, while retail sales remained 
i sluggish, rising 0.2% in the year to June. The 12-month growth rate of Japan’s industrial output 

| ‘Slowed t to a still- og f 4% in June; in the same month its w rate fell to 2.2%, down from 


angi at annual rate 
industrial production GNP/GOP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 


PARA ti AMARA AAA MM ———————HRRERRRRRRRRRPRPRERRPRRRPRRRRERRRRRRRRRRRRRRRRRRRRRERRREERE 














— 16 + 723 Mar + 65 + 54m +10.4 + 3.1 as 6.0 sn 74 

f47  * 47 w nana 63 04 mi 9S w' 103 
+34 +16 my +38 -39m -23 +146 my —— 73 mm 75 
* 28 +47 wy +48 +320 ~44 110 | 99 wy — 101 — 
-142 +26 w +120 +420  -—59 nl wy = 79 ^ — 89 
+37 +48 my +78  -29m -48  -—02 tot — 61 ww 66 
- 27 +28 w +61 +39 0 416 +47 o: 165 m°  160- 
— 19 +74 m +30 +48 0 4332  —— 4B x | 22 m 24 
*55  * 41 wy — na m —  — 92 — - 97 wn — 3177 x 188 - 
— 11 — —03 my +70 +290 — 412  —34aw —— 00 a v4 





i (RR 


hee bre rere eer en a aa naa AA A ULNA AHSAN AY (AA che ane AAN ree er RATAN FURIE RRA IRAN A tne Renee Pel e RMA NARA A Ay fl pt oe lr pie tp in 


3 Phe ie O New series 
- PRICES AND WAGES Japan's 12-month rate of consumer-price inflation edged up again in June, to 
3.096 —1he fastest rate since October 1982, thanks to Japan's new and unpopular sales tax. Italy's 
consumer-price inflation inched up to 7.0% in the year to July. Canada's wholesale-price inflation 
slowed to 2.396 in the 12 months to June. In the year to May Canadian workers received a pay rise 
of 5.3%—equivalent to a real increase of just 0.3% after allowing for inflation. 


% change at annual rate 
consumer prices" wholesale prices* |» wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 





A A Hourly wage rates in manufacturing pica) Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, lior 
UK, monthly earnings for all employees. " * New series, 





| m IREL/ ND After stagnating for most of the 
F decade, ireland is booming. Although GNP 
grew by only 0.5% last year, it was distorted 
| bya tax amnesty which boosted investment 
| outflows. cop, which excludes net transfers 
| abroad, grew by a strapping 4%. The oECD 
| expects growth of 43% this year and 33% 
- 4} in 1990. Recovery has been helped by a tight 
—1 fiscal policy—the budget deficit has been 
cut from 13% of GNP in 1986 to 3% last 
: | year—and strong exports. But public debt of 
.] 13296 of ane is still the highest in the OECD. 
_-| The volume of exports surged 13% in 1987 
and 11% in 1988. Ireland's inflation rate has 
fallen from well above the OECD average in 
the early 1980s, to well below it. Although it 
fell last year for the first time since 1979, 
inemployment remains twice the OECD 





















national Coffee pu 
tion suspended its export quotas, cof 
prices have fallen by 3096 to an average 
70 cents a pound, probably the lowe: 
in real terms. The big producers—Bra 
Colombia, indohesia and Mexico—hav 
been dumping stocks to compensate fo 
falling prices. In July Mexico sold 2m bags 
coffee, close to its annual export quota unde 
the coffee agreement. Producers face esti 
mated losses of $3 billion in a $10 billioi 
market during the next year. The EEC'S STABEX 
fund, intended to compensate developii 
country commodity producers for fail 
export earnings, may be unable to mee 
coffee growers' claims. : 
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Dollar index 

All items 

Food —  ...1088 . 1026  — 86 : 

industrials i 
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Gold 
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Crude oil North Sea Brent P. 

$ per barrel 17.50 1720 ~ 758 +H 
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ECONOMIC AND FINANCIAL INDICATORS 


gg EAST ASIAN COMPETITIVENESS West- | WORLD BOURSES Falling interest rates helped lift Wall Street 2.2% to a 1989 high, while cheaper 
ern businessmen often complain that they | money and the rising yen also nudged Tokyo up 1.0% to a new record. London climbed 1.6% then 


cannot compete with producers in newly | faltered. Strong company profits pushed Frankfurt up 2.2%. Milan, up 2.9%, was the week's star. 








































































 industrialised countries. The chart looks at | Stock price indices % Change on | 
how one measure of competitiveness—the Aug 1 1989 one one je l ee : 
real effective exchange rate—has changed | «juat high low week year ig i casn Lm 
Since 1984. A rise means that the country | , —..— 16336  — "16386 14129 4 20 + 09 289 4102  - 19 
has | become less competitive. Malaysia and | Beigum ^ 61918 — 61918 55103 — 20 258 nl 413 46H 
9 ngapore have increased their competitive | canada ^ 39638 39/08 33505 4 16 4 178 -36 4169 4188 
edge in the past five years: their real | France ^ 5049 — 5057 — 4178 +19 t 406  — 02 +215 $165 — 
effective exchange rates have fallen by | W.Germany — 19465 19465 —— 159057 4 22 +305  —146 +178 +121 — 
"between a third and a quarter since 1984. | Holland —— — 2013 — 2013 — 1667 &—— * 09 —* 224 &— ni +214 — 156 — 
Over the past two years Taiwan and South Hongkong ^ — 25790 33006 — 20936 ^ 25 ^ — 45 O —-34? — 40 740 &. 
orea have become less competitive. Under | "a ...9831 & $8034 ^ 5775 *29 *?6 Ue NEU M t +128 a 
pressure from the American government, Japan Sn dur m A LR 
sities à i ; Singapore 1367.1 1371.4 1030.7 — 03 + 178 | 9, +316 +344 
they have allowed their currencies to rise by South Africa 27000 27000 we oe ei a a ee 
about a quarter against the American dollar. oa 4057 ^ ^ aeg o og Cur a a mua 273. 
South Korea is still more competitive than it | Sweden ^ ^ ^ 44584 44584 ^ 33339 3 12 «4 448 nl 4295 4243 
was in 1984. Hongkong's real exchange rate | Switzerland 780.2" 7802 6131 422 +431 ni +292 4208 
.has not changed much since 1984. UKE 22923 29060 17828 +10 +235 +62 +278 +169 
- usa eaa 2807 2M48 +22 3 233. — 30 3218 MB — 
{Converted at financial rate at financial tate : 
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MONEY AND INTEREST RATES The 12-month growth rate of Sweden's broad money supply 
slowed to 5.6% in May. American banks trimmed their prime rates by half a point to 10196; 
Australian banks increased theirs by half a point to 20196— by far the highest in the table. 
Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yieids Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 


[M1] lending — 3 months — long-term 3 months 
Rusa 5151 4048 w 1678 1808 — 2028 1770 1308 1409 — 1756 3426 
Belgium +17 +39 0 850 852 1075 630 644 862 850 852 
Canada + 50 +107 » 1250 1223 1350 1220 941 1016 1200 9.60 
France +66 +76 ax 925 886 960 900 645 885 894 908 
W. Germany + 59 +53 my 685 695 850 632 690 690 681 645 
Holland + 39 +125 m 7.08 705 975 705 690 750 713 701. 





Other key rates in London 3-mih Treasury Bills 13.396, 7-day Interbank 13.796, clearing banks' 7-day notice 4. 0%. Eurodollar 
rates (Libor): 3 mths 8.396, 6 mths 8.1%. 
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1M1 except UK MO; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, UK M4. Definitions of interest rates quoted available on request. 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handeisbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks. TENew series, 






TRADE, EXCHANGE RATES AND RESERVES Japan's visible-trade surplus climbed to $5.7 billion in June, but its 12-month surplus edged down to 
$92.4 billion. Japan's 12-month current-account surplus also fell, to $72.3 billion. France's trade deficit more than halved to $417m in June; its 12- 
| month deficit nonetheless crept up to $6.5 iih Italy's trade deficit soared to $1.5 billion i in March; its 12-month deficit remained at $11.8 billion. In 





























trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate | | $bn 
latest latest 12 balance $bn | 
month- months iatest 12 mths latest year ago latest year ago per £ perSDR per ecu May year ago 
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The future of business communications 
lies along the highways of high speed digital 
services. Timeplex, the innovator in data 
communications for more than 20 years, can 
provide you with a gateway to the integrated 
communications highways 

Timeplex is committed to your future, 
with our philosophy of Systems Connectivity 
Architecture to allow transparent connection 
of diverse devices - within hybrid networks 
of public and private services - to fully 
integrate all your data, fax, voice, video and 
image communications. SCA also provides a 
clear migratory path from local to wide area 





NESGNST -- 


networks, allowing your Timeplex network to 
grow with your business 

We invest heavily in Research and 
Development to bring you new products and 
systems - always compatible with existing 
Timeplex products and other manufacturers 
systems - to protect your investment and 
help you stay ahead 

Our renowned training and 
maintenance programmes keep your 
Timeplex networks running at their most 
effective and we assign your own Account 
Manager to provide a single point of contact 
with Timeplex 


With an international network of 
Timeplex offices and distributors, you can 
be sure of our full support wherever you are 
Call your nearest Timeplex contact for your 
gateway to the communications future 

United Kingdom (0753) 43559, 
Brussels (32) 273 49703, Australia 
(61) 2 957 1660, Hong Kong (852) 583 36848, 
USA (201)391-1111 


Nimede 


YOUR GATEWAY TO COMMUNICATIONS HIGHWAYS 





TIMEPLEX. YOUR GATEWAY TO THE 
COMMUNICATIONS FUTURE. 
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The bulk of passenger 
aircraft. flying today owe their 
origins to designs from the early 
sixties. 


When it comes to replac- 
ing them, there's just one real 
alternative. 


Airbus Industrie have the 
only all new family of aircraft 
avallable. 


Since the conception of the 
world's first twin-aisle twin, the 
A300, Airbus Industrie have led the 
way in civil aviation technology 
bringing ever greater efficiency 
and higher profits to the world's 
airlines. And now the Airbus family 
of aircraft have the world's route 
networks covered, there's only one 
question left unanswered. 


Which Airbus? 
AIREY | 
© AIRBUS INDUSTRIE ma 
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We know ourselves. And you 
know that we take the main- 
tenance of our aircraft very 
seriously. For our methods of 
testing, as well as our check- 
ing and service regulations, 
rank among the strictest in the 
world. But that’s not all, we’re 
also intolerant towards the 
smallest exception to the rule. 
Throughout the world, the train- 
ing we give our mechanics, 
technicians and engineers is 


c9 


Ii, 


We're only intolerant towards ourselves. 





considered to be exemplary. 
We have been maintaining our 
own aircraft for over 63 years 
now. But not just our own air- 
craft. At present, some 10,000 
technicians are employed in 
the Lufthansa hangars: to look 
after our fleet, as well as the 
aircraft of another 150 cus- 
tomers. Because we're not the 
only ones to think highly of 
German thoroughness. 


Lufthansa 


JAPAN'S KAIFU SNAFU ms rasa 
DES MEE Vis WARS DOWN UNDER nea 


i VACUUM WITH CHIPS 


12:18 August 1989 A survey of Eastern Europe 
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At a cost of $166 million, the SD) SAMSUNG GROUP has built the larges 


tube plant in existence, expanding its annual capacity to 11.5 million tubes 
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E making it the number one 











producer in the world 
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: 2 Japan’ s “new-look” prime minister 
Zealand's Lange bows out 

Marcos's political ambitions 

start a business in China 
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1°25 Why Koreans won't eat American grapefruit 
dec 25 Independent-minded Tibet 









<| AMERICAN SURVEY 

|. 21. California's economy moves centre 
. 28 Bennett’ swar on drug desire — — 
129 The air force leaves the space shuttle 
|. 29 Dodgy bail-out for thrifts 
129A Cuban for Miami? 
30. Two faces of Congress 

30° Embryonic litigation 

30 Catholic rap 
^32 Eskimo rights 





UPNTERNATIONAL 
2 33. Equivocating on hostages. 

34. Ali Akbar Jekyll, Ali Akbar Hyde - 
34 Disappointed democrats in Tunisia 
34 Winding up the contras 
[|^ 35 Bolivia's third-place winner 
.. 36. Defiance in South Africa 

J 36 Mozambicans whisper peace | 
is  Namibians do it their way 





EUROPE. oe 
39 The frontier-freeish Rule 
) The rush to leave East Germany 
IQ. Georgia's gung-ho nationalism 
"he Soviet parliament 
æ Monde 5 founder dies 
44. The row over nuns at Auschwitz 
at The scandal of a skeleton in Holland 
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BUSINESS, FINANCE AND SCIENCE 
52 BUSINESS THIS WEEK 


BUSINESS 
53 Newspaper showdown in Australia 
54 Eurogolf 
54 Boeing's next baby | 
55 Economics focus: Cash crops 
56 Mining mergers 
51 Hewlett-Packard collaborates 
57 Chrysler dips into managers’ pockets 
58 The options of capital investors 
58 Japan's labour shortage 
59 Matsushita's diversification 
60 Marketing Japanese word processors 
60 America's drug regulators under siege 


FINANCE 
63 Mexico's bankers are disgruntled 
64 Yet Mexico's economy is half-way home 
65 Market focus: Wall Street rides again 
66 Goldsmith and cronies go in to B.A.T 
66 Do takeovers thin jobs? 
67 SIB's ten commandments 
68 Loosening Japan’s mergers market 


SCIENCE AND TECHNOLOGY 
69 Vacuum tubes on chips 
10 Eyes in the sky 
72 Man-made bones 


ECONOMIC AND FINANCIAL INDICATORS | || 


83 Output, jobs, prices, commodities, bourses, in- 
terest rates, trade, currencies, plus a closer look 
at business confidence and the institutional 
structure of financial systems 


BOOKS AND ARTS 
13 The possibilities of revisionist socialism 
13 A study of banking 
14 A biography of Orson Welles 
15 Music's market 
15 New ways of thinking 
16 Herculaneum's treasures 
76 Success for Cyprus 
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| As it commemorates ne 15t 
and 50th anniversaries of tw 
| fearful wars, the world can tak 
| comfort: the myth of absolut 
truth about human affairs i is 
dead, page 15. » 


| Kaifu snafu - 


| A new prime minister i 
enough to cure Jap anes 
page 17: How Ka 
and how limited he is 
21. Opening up a bit 
labour, page 58, and- 
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News wars in Oz 
Romping ee Versus Rocky 
Fairfax, page oe 








Vacuum with chip 
A million vacuum ‘tubes i ina 
square centimetre of chip me 
J that some semiconductors fa 
competition, page 69. | 











East of Eden | 


| Which East Europeans might 
cape to pluralism, and how 
survey after page 44. 


| Fast-track drugs 
| Anti-AIDS drugs need faster 
proval and a more flexible 1 
and Drug Administration, pag 
18. The FDA under siege, 
| page 60. 
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onarchy 


IR—Your leder 
viewer (July 29th) should tem- 


Jnited States, “a society that 
vould not have kings’—and 
slaves instead, for decades 
e paa classridden British had 


n n same mix, albeit i in 
nt proportions, of money, 


, écoles are stuffed with the 
spring of the grand bourgeoi- 
Oh yes, and accent: take a 
e from Paris 16 to Paris 3 and 
reviewer can forget the 
myth that the distinctions 


n geography. 


lease him. Most of France's big 


/ ber. System, slower and less 
yle too have their say in it. It is 
widely practised in Holland and 
e Scandinavian countries. All 


f them—by pure chance, no 


e fact —monarchies. 
None of this proves any case 
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s and, yes, descent: the | 


'rench. speech spring solely 


One thing, however: will 


is ube to soe ane» 
wise because not-so-clevet- peo- | 


alled democracy, and it is- 


ubt, but that does not alter - 
. Jerusalem Office of the President 


soot WU fora combined issue the last week in Doce 
Singapore. Return undeliverabie mail to Times Printers Pte. Ltd., 
should be addressed to The Economist Newspaper Ltd., Popresontatva C 


for monarchy. But it does show 
that republics can share the vices 
that supposedly spring from it; 
and that monarchies can share 
republican virtues. And, per- 
haps, that the arrogance of birth 
is not best replaced by the elit- 
ism of brains. | 

London ZACHARY ADAMSON 





israel explains 


SiR— I refer to your article “That 
familiar ring” (August 5th). 

President Chaim Herzog 
made an introductory address of 
some 45 minutes at a symposium 
on the Iran-Iraq war, sponsored 
by the Jaffee Centre of Strategic 
Studies at Tel Aviv University 
on September 4 1988. 

His talk was based on a wealth 
of material published through- 
out the world and supplied to his 
staff by the centre. He was not 
advised that the material would 
be published in a book. Had he 
known, he would obviously, as is 
customary, have acknowledged 
his sources. 

Some months later, the text of 
his remarks was sent by the 
Jaffee Centre to the president’s 
office for checking before publi- 
cation, but no request was made 
for any reference to sources. 

The quotation is gratefully ac- 
knowledged. The omission is 
deeply regretted, and the pub- 
lishers of the book have been 
asked to rectify this omission in 
future editions. 

YORAM BEN-ZEEV 


CENERE 
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rand Gum first weak in January) by The Econom 
Times Juro 


ce, 2 2 tong Port Road, Singapore: i 


SiR—A magazine that professes 
opposition to capital punish- 
ment, yet uses the spectacle of an 


execution to attract readership: - 


. James Goldsmith and his friends 


hypocrisy? No, probably not. 
Just bad taste. 
London 


Limits to government 


SIR— lt is ironic that your vision 
of Europe's future should appear 
in the same issue (July 8th) as a 
report on the Webster abortion 
case. 


outside the Supreme Court that 


week were aware that the real 


case before the court was not 
whether abortion is good or evil, 
but whether the elected repre- 
sentatives of the people of Mis- 


souri are to be permitted to legis- 
late for the citizens of that state. | 


So it will be in Europe by July 


2039. Anyone dissatisfied with - 


their national laws will seek re- 
dress from a higher authority. 
Politicians and judges, being 
only human, will succumb to 
public pressure and use any 
manner of legal contrivance to 
override national laws. In the 
United States an implied con- 
stitutional protection of privacy 
was used to overturn state laws 
in Roe v Wade. In Australia, the 
federal government is trying to 
regulate the trading of futures 
contracts by using its constitu- 


tional powers over posts and. 


telegraphs. 

Federal or confederal govern- 
ment is the natural choice of free 
marketeers. In the competition 
between ideas, good laws will 
spread through emulation while 
bad laws will be quarantined in 
their home jurisdiction. In the 
case of laws which are good for 
some and bad for others, na- 
tional government in Europe of- 
fers the freedom of choice which 
supranational government will 
deny. 





St Leonards, 
Australia STEPHEN Morris 
Bettering B.A.T 


SiR— Your interesting leader on 
B.A.T (July 22nd) makes me ask: 
Who are BAT's dissatisfied 
shareholders? As a small private 
B.A.T shareholder of many years" 
standing, it has been a great 
comfort to watch the diversifica- 
tion that has taken pla 


, 2 Jurong Port Road, Singapore 


ROBERT MAINPRIZE | 


How many of those protesting 






rather apprec aei and Hacc 
No doubt breaking up BAT 
will make a lot of money for Sir 


and for the bankers and advisers 
involved. After the deluge, what 
will be left for B.A.T shareholders 
to compare with our present 
situation? I hope that now Sir 


James and his friends will set 


about breaking up themselves. 
Sevenoaks, 


Kent C.S.A. TOOTAL 


Ahern 


Su Sour View ot the bid Gx 


B.A.T Industries (July 15th) over- 

looked the impact of British ac- 
counting policy. This flatters the 
record of diversified conglomer- 

ates, particularly those which. 
grow by acquisition. Beca 
goodwill incurred is written 


against reserves rather than 


profits over. a. period, 
re higher than they. 








| there. would be and. share- 


holders’ funds much lower. The. 
key return-on-equity measure is 
therefore inflated to the point of 
absurdity as investors are duped. 
into believing that the acquired. 
company (eg, Farmers Group) 
was bought for book value, 
whereas in reality ‘the BATmen 
paid three times that. oes 
Ata time when corpoctats are 
happily putting goodwill on the 
ks (described as “brand 
names") when it suits them, it is 
ironic that they are still allowed 
to write it off against reserves 
when it doesn't. 


London JEREMY HoskiNG 


SiR— Your management brief, 
“All about people" (July 29th), 
is an unfortunate example of the 
muddle of current thinking 
about motivation. Without 
bothering to try to define the is- 
sue you serve up a pot pourri of 





Motivating people 


apparently related ideas: satisfac- 
tion, productivity and culture. 


You are right in noting that 
popularisers of — Abraham 


Maslow and Frederick Herzberg 


“reduced the task . . . to a check- 
list," but you fail to note that 
both researchers -posed funda- 
mental questions which remain 


relevant to every director and 
| manager today. In Mr Maslow’s. 


case, it was the general question 


eis why non-pathological people 
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RECRUITMENT CONSULTANTS GR 


3 London Wot Buildings, Léndon Wall, Loridon ECan Seo.) 
Tel: 01 BEG 35989 or 01- SRO 3575 
Telex No. BS7374 Fax No. 01-256 850 





A challenging and demanding appointment—term contract, option for renewal, prospects of share 
options in 36-48 months 


CHIEF EXECL TIVE-MASS TRANSIT d 


| NORTH OF ENGLAND £60,( 
. IMPLEMENTING £100 MILLION MASS TRANSIT — 






















ind ten years asec protect experience; not less than five years will have. been dd successfull y heading | 
upwards of £50 million. Responsibilities are widely drawn and will cover total direction, through a newly formed team, of thi: 
mass transit project, to ensure the contract remains on compliance, in its design, construction and comes on stream in 
years and thereafter the efficient and profitable operation of this service. The ability to develop a substantial asset and 
. maximise the profit potential of this enterprise is essential. Initial salary negotiable, £60,000-£75,000 plus car, contributory 
"pension, free life assurance, assistance with removal expenses if nocegsary. Applications in strict confidence under referen 5 
CEMTP 4680/E, to the Managing Director: CJA | 


3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M 5PJ. 
TELEPHONE: 01-588 re or 01-588 3576. TELEX: 987374. FAX: 01-256 8501 





The International Rice Research Institute (IRRI) 


seeks a 


Farming »ystems Agronomist 


Duties 


Q identify crop sequences to increase crop diversification and enhance sustainability in TN and favourable rainfed rice ecosystems. 

< @ Study direct-seeding methods for rice to increase crop intensity and reduce production costs. 

B Develop procedures to quantify the stability and sustainability of livelihood in irrigated systems. 

79 Collaborate with national programs to strengthen research on irrigated rice systems in the Asian Rice Farming Systems Network. 
. Fee d in both degree and non-degree farming systems training. 












Qualifications 


de 4 PhD in agronomy, sils science or related discipline. 
-© Two or more years of relevant research experience. 
j e. Experience in international agricultural research highly desirable. 


RRI is an international, non-profit, agricultural research institute funded by about 30 donor nations and organisations. Its goal is 


ler rice production and sustainability to benefit the world's 1.3 billion people who are dependent on rice for their livelihood and 
Yeir basic food. 


ie person chosen for the position will live at IRRI headquarters on the campus of the University of the Philippines at Los Banos, 6 | 
th of Manila. All positions require fluency in written and spoken English. International travel is required, Salary and pre-requisites, 
ationally competitive with those of similar international institutions and programs in agriculture. 


Applications 


s. ; ilein: due 31 Daaba 1989. Applicants for this position should submit curriculum vitae, date of availability, and the names 
-three references to: 














Dr Klaus Lampe, Director General | 
IRRI, PO Box 933, 1099 Manila, Philipp 
bhai catia (63-2) 742-0595 or 0580 Fax (63- 2)8 817-8470 
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realising their aspirations or 
eeting their needs "normally" 

Mr Herzberg was more edili 
What causes or enables people 
llingly to make efforts to do a 


sation? His findings. concern- 
he role of" motivators" and 





yu find so baffling of “having 
€ latest gadgets but a disen- 
ianted workforce.” 
‘What every managing director 
line manager wants to know 
that can I do to cause people, 
help: people willingly, to 
ce their best efforts to do 
t the enterprise needs done? 
he answer involves an interplay 
many elements, ranging from 
e very nature of the business 
one is working in, to the way 
people are treated—managed— 
by those assigned to direct and 
uide them. This i is where "par- 
i ipation" , “communication” 
d "leadership" come in, each 
of which is itself a complex ele- 
ent. There are no checklists, 
no formulae for this. 
- Unfortunately, it is the very 
complexity of the question of 
.motivation that frightens man- 
igers into buying the services of 
consultants who talk about Zeus, 
Athena, Dionysius and Apollo. 
Anyway, next month it will be 
Earth, Air, Fire and Water, and 
he  alchemists—er, consul- 
ants—will promise to turn lead 
nto gold. 
London 





d on ethanol 


—Smog in ozone is formed 
from either nitrogen oxides 
ydrocarbons, as you state in 
e greening of George Bush" 
e 17th), but from chemical 
ctions involving both, plus 
nlight. One without the other 
“ill. not generate the health- 
hreatening ozone concentra- 
ions that choke cities around 
he world. | 
“Efforts to control ozone in the 
Jnited States have concentrated 
n reducing emissions of reac- 
ve hydrocarbons. Research has 
hown that not all hydrocarbons 
equally reactive. Methane is 
ery unreactive, for example, 
hile aldehydes 
ctive. 

Which raises a second point: 
thanol combustion produces 


o 





E no interest) act as they do ir in 4 | 


irticular job within an orga- 


, incidentally, help _ 
aderseand the phenomenon 


Ropert Day 


are highly 


maldehyde, a known carcino- — 
" oe less- potent. than - 


So methanol is not without its 
own environmental problems— 
including its complete solubility 


-in water, which makes the clean- 


up of spills in surface or ground 

water extremely difficult. 
Perhaps. one reason that the 

economic approach to pollution 


control is finally gaining favour 


is that technological solutions, 
such as methanol, have not been 
as effective or environmentally 
sound as they appear on paper. 
Santa Barbara, 


California ANDREW NELSON 





Good man, Stalin 


SIR—The tone of your review of 

"Stalin" by Kenneth Neill Cam- 
eron (June 17th) was simply 
shrewish. Will the Splutterfuss 


Right never have enough of 


moralising over the bones of Joe 
Stalin and the endless, ritual cat- 
alogue of sins whose real prove- 
nance, pace Messrs Medvedev 
and Solzhenitsyn, is still far from 
being established? 

The early Bolsheviks may not 
have been proper English gentle- 
men, but it is their historical 
accomplishment that should de- 
fine them. They made a stable 
nation out of the ungovernable 
chaos of Romanov Russia: they 


drove that nation to be a mod- 


ern industrial giant in little over 
two decades; and they built a na- 
tional will and resource suffi- 
cient to contain and drain the 
Nazi armies until a bickering and 
pusillanimous West could gather 
itself to join the struggle. 

The generation of Gorbachev 
and Sakharov is Stalin's long 
legacy, a corps of intellectuals so- 
phisticated and self-confident 
enough to lead the Soviet nation 
out of ideological rigidities that 
may have been essential in a time 
of ferocious conflict, and into a 
hopefully more rational (and cer- 
tainly socialist) future. 

Save the moral interjections 
for that process, where they 


might have value. History is trag- 


edy enough, but need its heuris- 
tic possibilities be stifled be- 
neath this endless moral schlock 


of good guys and bad guys? 
Arlington, 
Virginia Jonn FAWCETT 





Sm—ln your review of an apol- 


ogy for Stalin you include the 


phrase “Alexander the Great, 


Tamerlane, Genghis Khan and 


(à product of perd : 
: combustión), and an aldehyde. 


"did he set an example which 








other peychopaths Anyone fa- son ' directed. the work. ‘Our 
miliar with the achievements of — study was conducted entirely i in- 
Alexander the Great must take house under the supervision of 
strong exception to seeing him our special projects editor, 
mentioned "alongside history's ^ Dwight Morris. He may have re- 
butchers, including Stalin. ~ > ceived some guidance from Mr 
Whereas Genghis Khan's vic- Finn, but in no way can it be said 
tims were stripped of their the study was Mr Finn’s. 
wealth and then left for the dogs,- The Detroit Free Press asked for 
the peoples conquered. by Al ~ gur assistance in designing a sim- 
exander participated in a feder- ilar study in their city. Mr Morris 
ated empire in which they were — helped in that design as well. 
permitted to retain their own Finally, our study in Atlanta 
customs and often their own dealt with bank lending prac- 
administration. tices—not savings and loans. 
One might counter that it was S&L records necessary to deter- 
still wrong since the peoples had ^ mine red-lining were unavailable 
been forcefully subjugated, al tous because of differing govern- 
though even this was not always ment record-keeping require- 
the case. That point of view is ments. I suspect the same was 
correct—in a contemporary con- true in Detroit. While there is no 
text. To have suggested in Al- reason to suspect that practices 
exander's time that war and kill at the sais differed markedly 
ing are wrong would have  fromthose of the banks, we were 
brought nothing but laughter. unable to say that with any | 
(One meets with much the same thority i in the Atlanta case. 
reaction today when one points 
out that taxation is theft, and 
therefore wrong.) C 
Instead of judging an histori- 
cal figure by our own standards, 
that is, with the benefit of centu- 
ries of experience leading to the 
concept of a free man, it is ap- 
ptopriate that one judge him by 
the notions of justice prevailing | 
at the time. Did he act within 
that framework? Did he regress 
to something more savage? Or 
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Coolidge the cool 


Sir—In- your defence of high- 
level boredom (July 22nd) you 
. added one undeserved sin to the 
already-encumbered Warren 
Gamaliel Harding. Dorothy 
. Parker's famous remark (“How 
could they tell?) was made on 
hearing of the demise of Calvin 
Coolidge, Harding’ S successor. 
Coolidge, a taciturn man, was 
perhaps boring but not humour- 
less. A lady seated beside him at 
dinner began (and ended) their 
conversation, "Mr Coolidge, I 
bet my husband $10 I could get 
you to say three words." Coo- 
lidge replied, ' “You lose.” —— 
Brussels ~ OGDEN Mue 


raised the standard of conduct 
expected of a civilised man? Not 
only was Alexander among by 
far the least vicious of the classi- 
cal conquerors, but his emphasis 
on personal excellence and hero- 
ism, his one-on-one contact with 
the average soldier, his efforts to 
merge, not destroy, different cul- 
tures—reveal him to be a man 
far ahead of his time. He really 
did show people a new way, a 
constructive and positive way. 
Basle, 

Switzerland PETER SCHUMACHER 















Latest Special Report No 2000 


Short Term Tourism 


Forecasts 
This report, complementing EIU's 
long term tourism forecasts, gives 
detailed projections of travel from 
the five most important European 
tourist origin countries plus the 
| USA, and for travel from Europe to 
Canada and to the USA. Forecasts 
are given for each six month 
period to 1991 and cover summer 
and winter seasons, trips to and 
nights spent in each destination. 


Price incl postage: UK & Europe £285; 
dpi Rest of World £288. 













Bang goes ours 






Si&—In your article about red- 
lining by American banks (July 

22nd) you write, "Last vear the 

Atlanta Constitution won a Pulit- 

zer prize for exposing bias 
against blacks in the lending pol- 

icies of Atlanta savings-and- 

loans. Mr Charles Finn, who did 

the Atlanta study . . 























There are a couple of prob- | - quim m ch 
lems here. 1 was editor of the At- | a> Duka Street New York, NY 10003 
lanta Constitution at the time the | tortor WW tw un — Meo 460 0600 













study was done there and d per- Lssma Business Internati 





JOINT VENTURE 


INSTITUTIONAL DEVELOPMENT/ 


TRAINING SPECIALIST 
INDONESIA 
Scott & Furphy e Kinhill Joint Venture seeks an experienced institutional 
velopment'training specialist for a 12 month assignment in Indonesia as 


' a senior member of a project team for a major urban development project. 
- The person appointed will inter alia assist with: 


* Development of structures and processes ‘for coordination between 
institutions involved in the urban sector; _ | 

+ Preparation of institutional development and training programs; 

* Preparation and delivery of training materials. 

Applicants should have a minimum of 15 years experience and significant 


experience in indonesia in similar roles; The ability to communicate in the 
Indonesian language is essential, 


An attractive remuneration package will be ‘poles with the successful 
applicant. 


Further details can be obtained by contacting Mr Bob Vickers on (613) 267 
2076 or Mr John Macklin on (613) 267 5911. Written applications should be 
submitted, preferably not later than 18th August, to: 




































The Director, _ The Director, 

international Operations, international Operations, 

Scott & Furphy Pty Ltd, OR Kinhill Engineers Pty Ltd, 

390 St Kiida Road. Melb. 437 St Kilda Road, Meib. 
"Australia 3004 Australia 3004 

Fax (61 3 267 4903 Fax (613) 820 0316 


SOLICITATION OF EXPRESSION $3 





SERVICES FOR SENIOR GENERAL - 
ENGINEERING ADVISOR 


The US Agency for International Development (USAID) Mission 

to the Republic of the Philippines invites individual expressions of 
interest from US citizens or US permanent residents to render 
consultancy services in general engineering activities. 


The required consultancy services shall involve providing support 
to USAID staff in implementing a variety of projects funded under 
a multilateral assistance initiative (MAI) for the Philippines. 
Consultant shall serve as primary liaison with Philippine govern- 
ment implementing agencies for activities involving feasibility 
analysis for ports, airports, roads, power, telecommunications, 
and industrial parks and others, as well as supervision of selected 
large consulting and construction services contracts. 


The consultant should possess strong managerial skills, engineer- 
ing experience or familiarity in a wide variety of specialities 
including. civil, electrical, industrial, and sanitary engineering. 
Previous experience in contract administration is required. Experi- 
ence in developing countries and on the staff of mululateral/ 
bilateral development institutions is desirable. - 


The consulting services shall be for a minimum of 12 months and 
-shall include an option to extend the services for another 48 months 
for a maximum contract period of 60 months. Interested individ- 
uals should submit curriculum vitae, salary history and proposed 
compensation, and professional references. Data should be submit- 
ted by noon, local time of September 5, 1989 in one original and 
two copies to the USAID/Philippines Deputy Contracts Officer, 
William Reynolds, Ramon Magsaysay Center, 1680 Roxas Boule- 
vard, Manila 1004, Philippines. 
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stitutions in the field of economic development, recruit highly 
qualified men and women on a broad geographical basis from. 
its their member countries. Applications are invited for the 
following vacancy in the World Bank/UNDP/ Bilateral Aid 
its approach to integrate gender issues in its activities: 





































Development 


Will manage and coordinate the action program on women 

oe 
* guidance on integrating gender issues into activity planning - 
and design 

* review policy, methodological and other documents for 
gender perspective 

* design monitoring and evaluation system to assess impact 
of different approaches to gender issues in ESMAP ac- 
tivities | 

* develop and implement research program on selected. — 
pisei inb c 
and methodologies are needed 

* provide technical advice on social aspects of women in: 
development, with attention to household energy issues for 
ESMAP and the Bank E 

. act as liaison with other parts of the Bank and the external 
community on women and energy issues within an overall 


Successful candidates will meet the following criteria: 

* at least a Masters Degree or equivalent in Social Sciences, 
Forestry, Forestry Economics, or Economics 

* a minimum of 5 years experience, some of which has been 
obtained in fieldwork on the implementation of projects 
and research centered around the enhancement of women's 

morti iib in development 

* ability to work in a collegial environment and within a 

.. multi-disciplinary team situation; the capacity for action- 
oriented work and consensus building is necessary 

* excellent writing and speaking skills; a acing Mrd 

of French or Spanish is highly desirable 

good understanding of household energy issues is highly 

The ESMAP Program offers a competitive salary and benefits - 

package including provision, if eligible, to maintain ties with 

your home country. Please send detailed curriculum vitae no 

later than October 31, 1989 to The World Bank, Room 

45-4029, 1818 H Street, N.W., Washington, D.C, 20433, 
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TM Economics is a rapidly expanding independent 
Economics and Management Consultancy within a 
multt~disciplinary consulting group. Our current 
assignments include: airports policy, rail investment, road 
feasibility, port strategy, socio-economic impact studies, 
tourism potential. Our plans for growth mean we now have 
| the following vacancies: 

Senior Consultants 

— Transport Economics 

Target salary £23,000 — £30,000 

You're likely to have a second degree. You'll have special 
expertise in at least one transport sector and experience in 
others. You'll need to have sought business, managed teams 
and delivered the goods on time and within budget. 

Ref: REC/3E/3 


Consultants 
Transport Development, 
Tourism Economics — Regional Development 
Target salary range & 15,000 — £23,000. 
You re likely to have a second degree (or be working towards- 
one) and some specialist experience within Consultancy or — — 
line management. Ref: RECSE/4 
Confidential enquiries can be made to Brian Arrowsmith or — 
Martin Shenfield on 01-836-0116.. Alternatively. please write 
enclosing a Curriculum Vitae and quoting the relevant 
| reference number to:- 


ECONOMISTS WANTED!! NEDO 


: e National Economic Development Office (NEDO) is an independent, publicly funded 
rganisation, whose purpose is to promote improved performance in the UK economy 
(ith special ‘emphasis on the efficiency of British industry. 


— FINANCIAL ECONOMIST 

* To advise and support the National Economic Development Council's Committee on 
industry and Finance — — l 

Give expert advice to a variety of Office projects s 
Excellent opportunity to make contact with all parts of the industria! finance 
COmmunty — 




























Sts, there is the possibili y of performance related increments. There is a non- 
ibutory pension scheme. Inward secondment would be considered. - 

urther information and application forms can be obtained from: 

| Personnel Section 

National Economic Development Office 
Millbank Tower 

Millbank — 

London SW1P 4QX 

E or telephone 01-217 4145 

. Closing date for applications 1 September 1989. 
NEDO is an equal opportunities employer. 










TM Economics 
136 Long Acre. 
London 
WC2E 9AE 













DEVELOPMENT BANK 


.— The Gambia Commercial and Development Bank, situated in the capital Banjul and with branches throughout 
. the country, invites applications for the post of l 


MANAGING DIR 


- Applicants should be mature and professionally qualified bankers with at least ten (10) years of wide 
_ experience of commercial banking operations in a managerial position and with some years of working 
experience in a developing country. The Managing Director, who will be the Chief Executive of the bank, will 
be responsible to the Board of Directors and will be in charge of the day-to-day administration of the bank. He 
-will be required to implement the recommendations of a recent Diagnostic Study of the institution and to 
enhance the operational efficiency of the bank in order to ensure its fullest contribution to the economic and 
.. social development of the country. He will assist in the identification of a national counterpart Managing 
Director and will review the bank's staffing and training programmes. 
Salary and conditions are negotiable but will be commensurate with experience and ability. The appointment 
will be for an initial period of two years, with the possibility of extension in an advisory capacity. 


Applications with CVs and remuneration requirements should be received before 30th September, 1989 and 


-should be addressed to: | 

| ! The Chairman of the Board mn 
The Gambia Commercial and Development Bank. — 
PO Box 666 C A | 


Envelopes should be clearly marked "GCDB/MD' — : 






















Major new books bound in leather and gold, 
and individually autographed by the author. 


John Updike, Bill Cosby, Carl Bernstein 
and other famous authors 





AMERICAN EXPERIENCE 


PAUL THEROUX 


VS qu 
B 
3 
s 


JAMES MACGREGOR BURNS - 


th ors who will be signing a 
book for you! . 


The Easton Press reserves the final right te select the books offered in this program 













d d Ee the beautiful leather bindings, for a 

llli ent. Never mind that these are First 
Wllitions — and can never be issued again. 
What's exciting — really exciting — is that 
famous authors like Bill Cosby, John Updike, 
and John Hersey — will personally sign their. 
new books for you...taking an already-prized 
First Edition and turning it into the ultimate 
"collectible"! 


. Wouldn't you love to build a collection of 
books like this? Imagine...leather-bound First 
Editions, personally autographed by lead- 
ing authors...and privately published for sub- 
scribers only. 


Now you can! 


Major new works by leading authors. 


Top television star Bill Cosby will personally 
sign Love and Marriage. Watergate reporter 
Carl Bernstein will sign his book on the 
McCarthy era, Loyalties, A Sons Memoir. 
David McCullough and Paul Theroux have 
said yes to signing their new books for you, 
too...and this is just the start! 


Leather-bound, heirloom quality books. 


Each volume will be fully-bound in top- 
grain leather with hubbed spines accented in 
22kt gold. Page ends will be gilded to seal 





The Easton Press 
47 Richards Avenue 
Norwalk, Connecticut 06857 


For Faster Service on Credit Card Orders 
Call 1-800-367-4534 


Please enroll my subscription to Easton Press Signed 
First Editions and send me the first signed leather-bound 
volume. I understand that new signed first editions will be 
sent at the rate of one book per month at $39.00* each, 
and that this price is guaranteed for the next two years. 

I may return any book within 30 days for a full refund, 
and either party may cancel this subscription at any time. 


*Plus $2.95 per book for shipping and handling. 


[ ] Please charge each monthly shipment to my Credit 
Card, starting when my first volume is shipped. 
L]VISA (J MasterCard 
Ld American Express [C] Diners Club 





Credit Card No. Expiration Date 


Efi d 


Bound in genuine leather, with accents 













each volume from dust and moist 
volume will have handsome moiré 
endsheets, as well as a permanent 
page marker. These editions will use 
specially-milled, acid-neutral pape 
stays supple and new for generation 

Your original issue price will be ju 
$39.00 per volume, and this price is 
anteed for at least two full years. You 
receive your books at the rate of appro 
mately one selection per month ; 
wish, you may have each book c 
when shipped, to your credit card. 


It’s never been easier to acquire impo 
collector editions. Start your subscriptio 
this privately-published series now, by 
returning the reservation application toda 
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he self-purge 


yr YOU are comfortably settled in your 
-A beach-chairs, give a sigh of gratitude, and a 
-. guilty start, that you were born when you 
"were. Seventy-five years ago this August sum- 
Ter's day your grandfathers were marching 
- off to what they did not know would be the 
a Great bed: the. smashing of the world the 



















boots - in preparation for an even 
Bat r war, because of the demons unleashed 
by the first one. On this double anniversary 


: vof 1914 and 1939, look around your holiday beach for the 


- ghosts of the myriad unborn, whose would-be fathers and 
e grandfathers never had the chance to give them life. 
God willing, the shape of the twentieth century is now 
fairly plain. It has been a marvellous century, until quite re- 
cently, for what man has been able to do with the material 
world around him. His growing command over visible matter 
and invisible forces has made the average earth-citizen much 
richer than he was in 1900, the average West European and 
North Ámerican maybe five times richer, the average Japa- 
nese quite possibly 25 times. This has helped the simulta- 
neous spread of political freedom. The idea of democratic 
government, in 1900 more or less confined to the countries 
- around the North Atlantic, has now moved into much of 
eastern and southern Asia, is finding new footholds in Latin 
. America, and may be about to roll into Eastern Europe (see 
the survey after page 44). It is true that in the late 1980s men 
aitiacgan to realise that they have been both greedy and careless 
Wm their pursuit of material plenty, and from now on had bet- 
ter pay more attention to the fate of the natural world. Still, 
© on the an-nature. front the twentieth century has on the 
= whole gone wonderfu 






ally well. 
-On the man-man front it has gone appallingly. Two world 
wars : which between them may have killed 70m people, and 
m rannies as ferocious as Hitlerism and Stalinism, make 
- previous centuries seem kindly by comparison. The killing 
s did not stop in 1945. If you really want to spoil your holiday, 
: -out how many fingers you need to tally up, in millions, 
eople killed or maimed in the still-unended wars of A£- 
tan, Indochina, Mozambique, the Levant. Nor has the 
political horror ended—the recurrent ability of people with 
~ power to whack those without it over the head. Drop in on 
. Bucharest or Prague on your way home from the Mediterra- 
nean, if thoughts of Tiananmen Square do not suffice. 
. — What is it that has made this century so bountiful and so 
beastly at the same time? Technology, say most people, and 
-= they are partiy right Scientists have made it possible for man 



























to grow so much more food, and manufac 
so many convenient devices: to construc 
chines that do much of his physical wv or 
him; to move people and goods- 
thoughts—swiftly from one place to anc 
ang thus to ensure that — n 






































Monk ree or fe middie of jing re 
Technology has hugely mdtiplied E 
power as well. There is no evidence that 
nary men's readiness to use violence on 
other is any greater in this century than it was in the 1 
some places the opposite is probably true: in Western Euroy 
and North America it would in 1989 be hard to collect 
army for any war except one of direct self-defence, if yo 
could not gratefully count on the sort of young men i 
make soldiering their profession. But when violence d g 
used it reaches farther, and it kills far more people. The tec! 
nology of war remains obstipately lop-sided. Apart from few 
faltering experiments—star wars, for instance —the means of 
delivering death still vastly outnumber the means of stop ing 
it from being delivered. 
Even so, it remains a comfort that technology is 
the explanation of the twentieth century. This is. 
wealth-creating sort of technology is now having 
fects that could diminish the danger of the death. a 
In the hands of free men, technology has worked suc 
ders that the unfree countries of the communist wo 
starting to think they may have to change their ways. If 
ism does doff its cap to pluralism, the war of ideologies 
has been the chief fear of the past 40 years can cease to 
you in your beach-chair. 


The darkness at the edge of the light 


This leads to the second cause for encouragement. [e 
ogy is not the only shaper of the twentieth century. T 
also been the century of the ideologies: of two politi 
ments that have taken two different motives for hu 
tion and twisted them into monstrous aberrations. T. 
tieth century crushed the Hitlerist aberration in 194! 
now be in the process of arguing the communist one 
ing the error of its ways. In doing so it should take a < 
look at the whole body of ideas it inherited from the e 
eenth century: ideas which, directly or indirectly, hav 
so much to shape the way the world is now. : 
In the eighteenth century, men first began to fd C 
dent in the unaided power of the human mind. They be 
believe they could open up all the mysteries of the wo 























































them, ar : ey th 
ere e woüld, in the endi be no limit to 5 what. the honest hu- 
n intellect could achieve. This was the Enlightenment, and 
did throw out vast new areas of light. From here came much 
icid philosophy, reams of clear-minded literature, some of 
best music the world has ever produced. From here also 
me the great leap forward in science that made possible the 
hnological transformation of the twentieth century. The 
nger was, however, visible from the start. The confidence 
it human beings were now placing in human self-sufh- 
ney could slide into self-satisfied arrogance. Man could be- 
me uppity, and careless. 
Carelessness, you might say, caused Hitler. The countries 
Europe strolled comfortably and increasingly prosperously 
‘ough the nineteenth century and then, in 1914, they 


eryone s complacency, but in one country, Germany, it 
sduced a primeval rejection of everything the Enlighten- 
nt had stood for. Hitler dragged Germany back to a time 
ien action emerged from the coursing of the blood, not the 


not hard to turn the everyday feeling that "we" are differ- 
t from “them” into the rant that We are the Masters. Even 


A 'estern governments do not belong in it 


| T WILL be a long process of quiet and patient diplomacy, 
says the United Nations envoy, Mr Marrack Goulding. It 
sould take a year, says the Algerian mediator, Mr Al-Khaled 
Hasnawi. "t" is a many-sided negotiation to swap Sheikh 
bdel Karim Obeid for the western hostages and Israeli pris- 
rs held in Lebanon. Most people hope that the negotia- 
will succeed. But wait. Isn't negotiating with kidnappers 
^what most western governments have always said they 
ould not do? 

The case against making dal with terrorists rests on a 
ple proposition. If governments pay ransom, they encour- 
kidnappers to grab new victims in order to earn more 
som. If governments refuse to be blackmailed, would-be 
dnappers learn that there is no profit in kidnapping. The 
mple proposition was much admired when the hostage 
iestion was in abeyance. It has become an embarrassment 
e Israel's abduction of Sheikh Obeid made a deal to free 
e hostages suddenly look feasible. Principles do become 
ward when it is time to apply them. This one is still right, 
spite three arguments now being laid against it. 





hree arguments and three answers 

rst argument: the no-to-blackmail policy is a good principle, 
.not an absolute one, and not worth defending at any 
e. What if a cruise-liner with thousands of passengers were 
hostage? What if terrorists hid an atomic bomb in Man- 
in? At some point it would be right to consider meeting 


olled over the precipice. The shock of 191 4- 1918 shattered - 


king of the intellect. It took six awful years to push that - 
ast back into its cave, and even now it may not be tamed. It- 
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The hostage bazaar is open 





The trouble with | cortiiiiism, « on the other hand was an 
overdose of self-confident rationalism. Marx said some sensi- 
ble things about the industrial revolution, as well as some 
unsensible ones; but he encouraged people to think he was 
making politics into a science. Those who understood the sci- 
ence, it came to be assumed, could be sure they knew the 
answer to any question. This led Lenin to set up the one-party. 
system, and the one-party system led to Stalinism, and Stalin- 
ism led on.to Brezhnevism. It has taken 70 years for even the 
most intelligent men in the communist world to realise that 
the system they have been running is not a | Science, just an- 
other mistaken guess in the dark. 

And some healthy moral to carry away, as you head Bos 
beach to bar on your way to the twenty-first century? That to : 
feel you are absolutely right about anything is a dangerous 
business, for yourself a for others. That there are no Uto- 
pias: the earth can gradually be made a more comfortable 
place, but it cannot be converted into heaven, either through 
religious fervour (Tehran papers please copy) or political arro- 
gance (ditto, Beijing and Prague and Bucharest). That the 
are still mysteries, which means there must always be hesit _ 
tion. The triumph of the twentieth century is hat it has 
purged itself of certainty. 





the terrorists’ demands. That point cannot be decided by the 
application of some rule: in each case of blackmail the balance 
of argument is different. In the present case the West has an 
advantage, in the form of Sheikh Obeid. It would be callous 
to pass up this chance to free the hostages. 

Argument two: the policy is never believed. Almost every 
western country has said that it will never bargain with terror- 
ists. Almost every western country has gone on to do juam 
that. France and West Germany have caved in nost blaton 
America—in the Iran missiles-for-hostages affair—most igno- 
miniously. Britain maintains a high-minded refusal to negoti- 
ate, but no Lebanese gives a farthing for British fastidiousness 
while, as one former American diplomat has put it, "the ba- 
zaar is open”. Since governments do not stick to the no-to- 
blackmail principle, it cannot discourage future kidnappings. 

Final argument: no-to-blackmail may be the right answer 
to terrorism, but the smallish problem of terrorism should 
not obstruct the higher objectives of foreign policy. The ad- 
vent of President Ali Akbar Rafsanjani in Iran, and the loneli- 
ness of President Hafez Assad of Syria, give the West a chance - 
to secure advantages for itself with these countries. Iran, in 
particular, is now secretly “moderate”. A successful hostage 
deal will entice secretly moderate Rafsanjani out of his closet; 
western obstinacy will drive Iran back into wildness. © 

Sound familiar? It was Mr Rafsanjani who lured America _ 
into lrangate, an episode that did not at the time advance the 
cause of moderation in Iran (answer three). With fewer than 











THE ECONOMIST AUGUS 














ow, under the sort of duress that compels it to make a 
l (answer one). Trading from strength—thanks to the ab- 
uction of Sheikh Obeid—is still trading, and the price will 
ill be high. Syria wants less American support for Israel and 
yr the Maronites in Lebanon, and a bigger role for itself in 
Palestine conflict. Iran does not just want the-sheikh. It 
nts America to “change its attitude" in the Middle East. 

Some Americans say that because of Iran's new mood this 
could be the hostage-deal-to-end-all-hostage-deals. Even if 
they are right—and the evidence is unpersuasive—the 
States should say no, just as it refused this week to pay 
tages by unfreezing Iranian assets. Great powers ought 


aifu snafu 












dderless Japan needs a fundamental refit, not just a new captain, to get back on course 


APAN has another prime minister, its third in three 
: J months—and his term runs only until the end of October. 
Mr Toshiki Kaifu, a relative stripling of 58, may well stay in 
power longer than that if no scandal emerges to haunt him in 
the next couple of weeks. His is a fresh face, and he took office 
with promises to listen more to the voters and even to get out 
of Tokyo every so often to have a look at them (a burden few 
Japanese prime ministers have bothered themselves with). 
Yet Mr Kaifu has no independent base inside the ruling 
Liberal Democratic party; and the party elders are plainly 
thinking that he will make a convenient fall-guy once their 
present spell of trouble is over—as they hope— within a year. 
Whatever his personal future, Japan faces months of govern- 
ment by a squabbling parliament (the lower house is run by 
the ruling party, the upper house by the Socialist-led opposi- 
' tion), a brutal contest among Liberal Democrats over how 
much their party should be reformed, and a general election 
2 perhaps as early as this winter. What is all this doing to policy- 
| anne in the world’s second greatest economic power? 





K hi je cost of shedding a one-party skin 
| The answer is quite a lot, not much of it to the liking of Ja- 

pan's friends. It i is easy to forget, after the past year's exciting 
_welter of money and sex scandals, that most of the Liberal 
Democrats’ decline has been the result not of improprieties 
~~ butof two unpopular policies—liberalisation of farm imports 
3% consumption tax. The tax is especially detested, 
ough it makes economic sense and, with counterbal- 
icing reductions in "luxury" taxes on items like cars and 
vs, does not make the average taxpayer worse off. The ruling 
's likely responses to the voters' wrath are a soft-pedal- 
ig of further import liberalisation and the fiscally retrograde 
“step of earmarking consumption-tax revenues for welfare 
- spending (and calling the tax a “welfare charge” instead). 
_. This does not bode well, either for Japan's ability to take 
. testing decisions or for the nature of the decisions it does 
- take. Ever since the Recruit shares-for-favours scandal broke 
-last year, the Japanese gomme has been suffering from 



















people at risk the United States was not then, andis 


to make their « own foreign policy, not write it c 
dictation of fanatics who have locked upał 
citizens. People in the Middle East are quick 
long memories. The principled refusal to barg 
true, already been breached many times, but ti 
would give a victory to the hostage takers an 
ation that could haunt western governme 
come (answer two). | 
So what should the West do? It can tal 
mand—not bargain for—the hostages’ releas 
if hostages are killed. It can hunt down terro 
for a deal between Israel and Hezbollah. B 
should it stray into that id pean | 





























































creeping paralysis. This spring its fing 
bowed out of a rich-countries’ ministeri 
pan’s third-world debt plans were hig 
cause he had to attend to the Recruit 
Many people will surmise that, in ac 
crats rather than politicians supposed 
cal system is a harmless diversion. It is no 
bureaucrats worked in Japan for most of the po 
because there was general agreement in the cou 
where it should be heading. Japan now faces sot 
choices about what sort of place it is going to be: mor 
open to the outside world's goods and ideas, more or 
partner to an increasingly mistrustful America, mor: 
a pan-Asian power. It is deeply divided on these i is 
only politics can decide them. i 
The discouraging early evidence is that politics will fo 
the time being, decide them in a conservative, protec 
way. This is the natural instinct of the Socialist part 
won a sweeping victory in the upper-house electio 
month, and of large numbers of the ruling Liberal Det 
So look for a pause in the freeing of farm imports, a pa 
the recent campaign to deregulate and liberalise fin 
markets, and slim pickings in the "structural adju: 
(market-opening) talks with America that begin ne 
The best hope is that this vacillation is the tem 
price of Japan's overdue move from a one-party syste 
fully-fledged democracy. The decades are gone wh 
could get by with a single governing party that took an 
est only in gorging itself and its supporters on money. | 
way or another, free-market, urban, pro-consumer Jap 
to find a voice distinct from conservative, rural, prote 
Japan: they cannot both continue to inhabit the Liberal] 
ocratic party. Ideally, the party would summon up enc 
nerve to reform itself while still in power. The selection ó 
isolated Mr Kaifu, only a few weeks after the sharp rebul 
the upper-house election, unhappily suggests that noth: 
short of a spell in the wilderness will do the trick. 


event 












































XACTLY seven years after the international: debt crisis 
rupted in Mexico, debtor countries are still trying to es- 
ipe from the low-growth trap. Debtors pay their creditors 3- 
% more of their GNP, on average, in debt service each year 
ian they receive in new loans. So they are strapped for cash, 
in't invest, don’t grow, and don’t attract capital. The debt- 
'duction programme launched earlier this year by Mr Nicho- 
Brady, the American treasury secretary, pledged to break 
circle. But quick sums show that the relief offered by a 
inable reduction of bank debt will not do the trick: under 
new deal with its bankers, Mexico will gain less than 1% 
GNP each year in interest relief and new loans made. The 


ud unless foreign creditors lend much more. 

This is why commercial bankers badmouth Mr Brady and 
is plan; they are be sing asked to come up with more loans 
n as they face up, in their accounts, to the worthlessness of 
‘old ones. They have another reason to be leery. Roughly 
f the cash lent to developing countries in the past decade 
| quickly abroad, by telex or bulging suitcase. Flight capital 
lard to measure, but economists at J.P. Morgan, a New 
k bank, estimate that the stock of such wealth (assets held 
abroad by non-bank private sector residents of the 15 big 
debtors) amounted to $300 billion at the end of 1987—more 
than half their total foreign debt. Mexican residents have $84 
billion stashed abroad, equivalent to four-fifths of the coun- 
try's debt; Argentina' s $46 billion is over three-quarters its 
debt. If a country's own residents have no confidence in their 
economy, foreign creditors get the message. 





alting the haemorrhage 


e lies the heart of the third-world debt problem. Reducing 
is all very well, but if mismanagement remains, a coun- 

s own capital stays abroad. Overvalued exchange rates, 
'gative real interest rates, big budget deficits, high inflation 


fast track for drugs - 


n AIDS drug in the hand is worth two in the bush 


| THE war on AIDS, the people living with the disease are 
yn the front line, fighting and dying. They are the ones 
must test the weapons that science and medicine come 
with to fight the enemy. They have been in a state of near 
ny for years because the weapons have not been deliv- 
1; Much of the blame has been heaped upon America's 
d and Drug Administration (FDA), which is charged with 
ng sure that every marketed drug is safe and effective. To 


uring back flight capital is a better aim than asking bankers to pour new money after old 


wkward, and incomplete, conclusion is that the Brady plan is. 





and inefficient capital markets have all encouraged local in- 

vestors to scoot. Encouraging residents to repatriate their as- 
sets and attracting foreign investment involve the same 
things: sound financial policies, realistic exchange rates and _ 
far-reaching microeconomic reforms to help growth and re- © 
build confidence. If flight capital could be lured back, it would 
provide more funds than the wounded banks would ever — 
provide. 

Luring back assets invested Tes ib Sum | 
requires more than sound policies, however. Governments 
could offer preferential exchange rates for flight capital that 
comes home. They could allow the prodigal sums to be hir l 
in dollar-denominated accounts, or to benefit from a taxa 
nesty (as Mexico has just announced). These are distastet 
concessions; rewarding flight capital while taxing capital arid 
labour that stayed behind. The fleet-of-f nance gain; the 
homebound poor bear the brunt of economic austerity. But - 
without the reflux of capital, and hence economic Ico 
the poor will fare even worse. 

Flight capital has been the missing piece in the fight te to 
break the vicious circle of falling growth and increasing debt. 
Debt relief, as proposed under the Brady plan, can do its bit 
to end that, giving governments the breathing space to imple- 
ment tough reforms and boost confidence. But the return of 
flight capital has to be regarded as just as much a priority as 
persuading once-misguided banks to repeat their misguided- 
ness. Mexico points the way. Its government has done more 
than most to put its economic house in order. Big tariff cuts 
and liberalised foreign investment rules, combined with a 
debt reduction deal with its bankers, are helping to restore 
confidence and bring some Mexican money home. 

Government officials in debtor countries common: 
plain that austerity and reforms bring few. "wards. Yetson ^— 
of the biggest potential prizes are chéques that can bé: signe TuS 
by some of their fellow citizens. ` 






avene 





civilians, the EDA's aim seems dde Pesile e expect ET medi- 
cines prescribed by their doctors: to do some good, or at least 
not to make matters worse. But to those fighting deadly dis- 
eases like AIDS, the prospect of a safe and effective drug five 
years hence offers nothing. They want any safeish weapon 
that makes some sort of a bang, now. | 

The gauntlet. of FDA trials that a new TR must run is 
time-consuming and exhausti ve. For most purposes, its reli- E 

















































ie of deadly diseases for which there is as yet no satisfactory 
eatment such rigour is just not good enough. The business 
-of harvesting the information, marshalling it and extracting a 
- solid scientific finding takes years. Years is what AIDS patients 
— lack. When they first criticised the FDA, people with AIDS re- 
-~ belled against the delays woven in red tape, and succeeded in 
- Setting up a new, faster approval system. More recently they 
have attacked the FDA's very philosophy. - 

The problem is that under the FDA's methods a drug on 
- trial is available almost exclusively to those who happen to be 
enrolled in the trial. The National Institutes of Health and 
.. AIDS activists are pressuring the FDA to start a "paralleltrack" 
_ system for promising AIDS drugs. Fortunately, the administra- 
- tion looks likely to change its ways. People will be able to 
< receive a drug that has survived basic safety trials, but has not 
- yet been proved effective, without enrolling in trials. The 
- trouble is that similar ideas for improved access have been 
tried before, but without much success. 
































2 the patients 
ig drugs easier to try should, under strict criteria, be a 
blessing; if a good drug emerges, more people will reap its 
benefits. Sooner. The trial proper can be run the way that the 
) firms seeking its approvals like it to be run: closely- 
lled and no bigger than it need be. The pressure to 
inflate. a trial to get more peop: onto a drug, and the probem 


Soldiering on in Ulster 






Sometimes unreason can only be contained, not beaten 


| B N AUGUST 14 1969, British troops started to patrol 
AJ the streets of Northern Ireland. Twenty years later, 
10,000 of them are there still. In all likelihood, the children of 
| today' s squaddies will be patrolling there in 20 years time. 
~~. Today's soldiers, and tomorrow's, give human form to a 
„uth that all those who live in the British isles have to ac- 
cept—and one that should be heeded in the Soviet Union, 
Sri Lanka, Yugoslavia, and a host of other places, too. Some 
- clashes: of, culture, or identity, or political allegiance, are not 
susceptible to reason. Just as the world's scientists are getting 
used to the idea that nature is more an unpredictable chaos 
in a model of Newtonian clockwork, so politicians have to 
hat not all men are as neat, or rational, as others might 
ish them to be. 
cn t would be neat if the geographical entity of Ireland —and 
many other places—had but one political and religious tradi- 
- tion. It would be rational if that island could be governed as 
 onep political unit. But it doesn't; and it can't be. Roughly 
-80% of the island's population is Catholic; 2096 Protestant. 
The. Protestants, many of whose forbears went to Ireland 
nearly 400 years ago, claim a right to be there, and to follow 
their own customs. They want to stay British; and in the six- 
ans province they have had since 1920, andi in which they 
dn majority, they can be British. 




















is rand accuracy make up for its lengthiness. But in the 


could save lives, without endangering the. Public, b 


of patients mixing medicines ar id thus clou 
would both be disposed of. Meanwhile the hes th o 
on the parallel track could be monitored, and thus pr 
information complementary to that gained through t 
Trials are designed to provide dry scientific fa 
drugs; monitoring provides practical knowledge abo 
treat people. The effect of the drug on people with 
degrees of disease, showing differing symptoms and : 
other medicines can be gauged. Monitoring has two other 
vantages over the trials now under way. lt is quick; treatn 
can start straight away. And it is flexible. Doctors can 
spond to the circumstances of their patients without wo: 
about protocols. Each time they do so, more informatio 
be gathered. A 
Much of the meena for such monitoring is ali 
place, in the computers that now abound in doctors 
and the vail of voluntary AIDS organisatio 
lacking is a supply of free, experimental drugs a 
distribute them, both of which the pharmaceutical : 
could supply. But they will need something i in retur 
outlay—even-quicker approval, giving them the 
revenues from drugs that seem to work. That means t : 
FDA has to find ways of heeding the information gath 
monitoring when it assesses a drug. At the moment, it ac 
only evidence from clinical tríals. Down on the front li 


more flexible. 


Historians can argue until de COWS come Phone wh 
Britain was right to partition Ireland, and to excluc 
north from an independent Irish state. But it did; : 
would not be right—even. if it were possible witho 
lence—to force the northern Protestants out of B: 
against their wishes now. Such a policy would be wron; 
must be plainly said ——even if most bored mainland Br 
say in some opinion poll or other that they would lik 
rid of the Northern Irish once and for all. 

The miserable consequence of partition is that Brit 
within tliis province some half a million Catholics w 
alties are divided. This, too, must be plainly said: B 
stewardship of Catholics' rights there has been woeful. F 
years, London assisted in the assembly of a sectarian, P 
tant state in the north. In the 20 years of conflict sinc 
the British have done plenty of things—internment, B 
Sunday, cover-ups, torture—that have aided. those 
would bomb and maim their way to a united Ireland. 








Carry on honestly 


But past British mistakes cannot mean that Britain shi 
Those who think it should leave now do not include the 
government. The Anglo-Irish Agreement of 1985 says 
any change in the status of Northern Ireland can come ab 





























ly with the consent of le it 
esent there is no such majority fo for change: 
If Northern Ireland is to stay as British as its majority 
vants, what should British policy be? The Agreement itself 
ovides some important clues. It rightly recognises that some 
Northern Ireland look to the Irish government for succour. 
ur years on, the achievements of Anglo-Irish co-operation 
ider the Agreement may seem disappointing, but four years 
ardly the blinking of an eye in Irish history. The British 
ust carry on carrying on—talking to their Irish counterparts 
ut tourism, economic development, transport, health, as 
sll as security. - 

-Northern politicians should bé included in this mundane 
lk. Since their parliament was abolished in 1972, those men 
e been, at best, unhelpful grumblers. They should accept 
e open offer of something worthwhile to talk about. One 
y (they are far from it now) they may prove that they have 
dumped sectarianism that their emasculated local authori- 


lanners yet waving 





ODERN-DAY America looks to many non-Americans 
| like a nation obsessed with a piece of bunting. The flag 
is everywhere; people seem constantly to be clasping their 
hands to their hearts and reciting a pledge of allegiance to it. 
For the past year or.so, American political debate has fea- 
ured all manner of strange rows about it. 
The mainland British—since their phase of red, white and 
blue psychedelia in the 1960s—have treated the Union Jack 
with cheerful irreverence. It had imperial significance when 
ze sun never set on it, but is now waved mainly by sad loyal- 
sts in Northern Ireland and nutty parties like the National 
Front. But in America “Old Glory” flies above private lawns 
d used-car showrooms as much as it does above govern- 
nt offices and the White House. Most politicians have a big 
e in their offices and a little one on their lapels. America's 
tional anthem is a stirring ode to its banner. 
Foreigners must adjust their mindset to grasp such 
ggery. It is part of America’s culture as much as going to the 
b is British. Last year there was a row over the pledge of 
egiance—America’s act of obeisance to its flag. Mr George 
ih made the opportunistic (and shoddy) charge that Gov- 
ior Michael Dukakis was somehow less than American be- 
use he had once vetoed a bill to make reciting the pledge 
mpulsory in his state's schools. This triviality won votes 
uch as if Francois Mitterrand had accused his opponent of 
ving once preferred German cooking, or a Tory had ac- 
used Neil Kinnock of being rude to the Queen. The flag is 
he symbol of an America that fought for its independence, 
ioneered its land and gathered its people from far and wide. 
jm being a rallying-symbol, it evolved into much more for 
st Americans: their history, national religion and monar- 
y all rolled into one. 
Now there i is a row over. a Supreme Court decision that 











| here, and that ; at ü ties can be given back some rea 


America's love affair with its flag is a little more intense than usual 





;, al Lone can ask of thé British aad 
Irish governments is honesty. Let the Irish government state 
unequivocally that, as its actions imply, there will probably 
not be a united Ireland for a generation, if ever. Let the Brit- 
ish government admit that it does not expect to defeat the 
IRA. Its aim is to contain terrorism, at which it does a fair job. 
Not since 1981 have the troubles claimed more than 100 
deaths a year. In most of Northern Ireland, life is peaceful; 
some of its people are prosperous. 

This peace and prosperity is far from complete. Too many 
people have been touched with tragedy for that. It is natural 
for well-meaning men to think that all such future tragedies 
can be averted by human agency exercising common sense. 
Natural; and mistaken. The truth is that most of us can offer 
nothing but hope; the hope that those who live in Ireland, 
north and south, will one day find that the alitoohünani un- 
reason has ebbed away. 


Beyond a hundred talks, all 











disgruntled Americans have a constitutional right to burn the 
Stars and Stripes if the spirit moves them. Some think that 
America’s constitution, carefully-crafted to allow all free ex- 
pression, should be amended to curb this one. This (fortu- 
nately fading) view is a sign of the American times as much as 
of American normality. Britain became particularly flag- 
happy when it felt its first intimations of decline as a power 
late last century. A country sensing others climbing past. it 
tends to mark with particular flag-waving the little victories 
that buck the trend. It stamps its flag on its products, too. In 
America the flag is now more prevalent than almost any other 
commercial symbol, save perhaps the Union Jak featured 
oddly on Reebok running shoes. 


The banner brigade 


America is not the only flag-waver. The Dutch: the Swiss aid 
the Israelis, for instance, have fewer inhibitions than the Brit- 
ish in showing their flags. People seem to become more flag- 
prone when they feel a particular need to say who they are— 
or who they aren’t. Canada’s maple leaf and Switzerland’ 8 
white cross are proudly worn not so much to: say“ “Iam Cana- 
dian" or “I am Swiss", as “I am not American” and “lam not 
German/French/ Italian.” 

But the main reason for flaggery is the tiie Ameri- 
can one: to give disparate folk a unifying symbol. The Euro- 
pean Community now flies a gold 12-star circle on a blue 
background. The flag hangs dutifully over the portals of the 
Euro-bureaucracy, but is creeping insidiously on to beaches, 
convention centres and garage forecourts across the conti- 
nent. Ardent Euro-federalists dream of the day when a Euro- 
pean court, upholding the right of a dissident to burn this 
banner, outrages the whole c continent. 
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All Kaifu needs is a miracle 


FROM OUR TOKYO CORRESPONDENT 
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The upper house 





APAN’S new prime minister, Mr Toshiki 
Kaifu, is a wizard with words. Otherwise 
he has little magic. His claims to the job 
are that he comes from a minor faction of 
the ruling Liberal Democratic party; that he 
has been an education minister; and that he 
ok only ¥14m ($100,000 in current 
e... in political handouts from the Re- 
cruit company, and took that modest sum 
before the shares-for-favours scandal had 
erupted. Mr Kaifu's supporters add that he 
neither drinks nor smokes, and prefers the 
company of writers and artists to that of the 
captains of industry favoured by most of his 
party colleagues. He has the additional vir- 
tue of being only 58, still wet behind the ears 
by the standards of most Japanese leaders. 
This then is the champion the party has 
produced after the terrible beating it took in 
last month's election for the upper house of 
parliament. Japan has to hold an election for 
the more important lower house by next 
July. Racked by scandals, broken promises 
and deep unpopularity, the Liberal Demo- 
crats need a miracle-worker with demonstra- 
bly clean hands. They are making much of 
the fact that Mr Kaifu learned his politics 
from Takeo Miki, the prime minister who 
tried to reform Japanese politics after the fi- 
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wert for Doi, but Kaifu still got the top job 








nancial scandals of the early 1970s. All of 
this is supposed to make Mr Kaifu the sym- 
bol of a party that has put its backroom-fix- 
ing and money-grubbing days behind it. 

Few of Japan's increasingly disillusioned 
voters are likely to be impressed. Mr Kaifu 
was selected more by old-fashioned power- 
broking than by the “democratic process” 
the party now says it believes in. True, on 
August 8th he was chosen as party president 
by a secret ballot of the party's members of 
parliament, plus a vote from each of its 47 
prefectural organisations. Mr Kaifu got 279 
of the 447 valid votes. Mr Yoshiro Hayashi, 
a former health minister, picked up 120 and 
Mr Shintaro Ishihara, a former transport 
minister, got 48. But Mr Kaifu's support was 
arranged beforehand, as was the lack of 
credible competition. Three of the party's 
biggest factions blocked all serious candi- 
dates and threw their combined weight be- 
hind Mr Kaifu. 

Next day the troops were called out 
again, to ensure that Mr Kaifu was nomi- 
nated as prime minister in the lower house, 
in which the Liberal Democrats still have a 
commanding majority. The upper house, 
where they lost their majority last month, 
nominated the Socialist party's leader, Miss 
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Takako Doi. But Mr Kaifu got the job, be 
cause the constitution says the lower house's 
choice takes precedence. He holds the prime 
ministership only until the end of October, 
when another election for party leader (and 
thus prime minister) will take place. Will he 
be re-elected, or will he follow his immedia e 
predecessors, Mr Sosuke Uno and Mr 
Noboru Takeshita, out of the window? — 
Provided the press comes up with not 
ing juicier than the odd youthful indis- 
cretion, much depends on how Mr Kaifu 
deals with the deeply unpopular 3% con- 
sumption tax brought in by Mr Takeshita 
He says he wants to hold meetings all over 
the country on the subject. He says the cc n- 
sumption tax might be renamed a "welfare 
charge”, and the money it yields earmarked 
for pensioners and other needy folk. i 
This should go down well among the el- 
derly voters in rural constituencies who 
have been deserting the Liberal Democrats 
in droves. If the polls show that Mr Kaifu is | 
restoring the party's popularity, he will have 
a reasonable chance of leading it into the 
coming election. That is not expected until _ 
April or May, though parliamentary 
chaos—as legislation bounces between two - 
houses commanded by different parties— 
could bring it on sooner. Er 
After the election, the party will have lit- 
tle use for Mr Kaifu. The deal struck by the 
factional chieftains in the early 1980s was 
that the leadership would first be held by Mr. 
Yasuhiro Nakasone, then by Mr Takeshita, 
and then by Mr Shintaro Abe, each of 
whom runs a major faction. Mr Nakasone 
and Mr Takeshita duly got the job (though 
the adept Mr Nakasone got to keep it longer 
than usual). Under normal circumstances, 
Mr Takeshita would have handed the prime 
ministership over to Mr Abe either this 
coming October or in two years’ time. Al- 
though the three men have entrusted their 
factions to caretakers while they do penance 
for their roles in the Recruit affair, they in 
tend to be back in charge by next year. 
Which means that Mr Abe will be ready tc 
claim the job. ' 
Mr Abe, who is 65, is not a fit man. He 
has recently had surgery for stomach cancer. 
Next year could be his last chance to become 
prime minister. That being so, the party 
bosses looked for a suitable seat-warmer. At 
58, and with ten terms in parliament under 
his belt, Mr Kaifu is among the oldest of the 
party's "new" set of potential leaders. He is 
thought to have a pleasing face. Above a » 
he has no power base of his own, whi a 
means that he cannot refuse a suggestion 
that his seat-warming days are over. Had the 
manipulators given the prime ministership 
21 
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- real youngster—say, 
ro Ozawa—the office would have passed 
etrievably to a new generation, and Mr 
Abe would have lost his chance. 
^ There is, however, a joker in the pack: 
t Küchi Miyazawa, a 69-year-old who is 
e of the brightest men in Japanese poli- 
ics. In this week's election for the party 
esidency Mr Miyazawa, who heads his 
wn faction, ordered his men to back Mr 
avashi. This was not because he particu- 
ikes the faction to which Mr Hayashi 
gs, or dislikes Mr Kaifu (though he has 
ld scores to settle with the Takeshita 
which backed the winner). The fact 
ir Miyazawa does not want to see Mr 
have his turn as prime minister, and he 
ld vet spoil his hopes. 
ene Mr Kaifu has settled in as 
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FROM OUR MANILA CORRESPONDENT 


MELDA MARCOS tells visitors to her 
¿home in Hawaii, where she is exiled, 
“My story is not over yet.” The remark 
hasan echo of a famous promise by Gen- 
] eral Douglas MacArthur when he was 
| driven from the Philippines, “I shall re- 
| turn." Could Mrs Marcos return, drawing 
] around her some of the power that her 
] husband, Ferdinand Marcos, surrendered 
:when he fled the country 342 years ago? 
‘Mistakenly, perhaps, she believes she 
ee could. 
«s. Mrs Marcos sees herself less as a 
- MacArthur than as a woman in the 
Peron mould. When Juan Peron 
died in 1974 he was succeeded as 
Argentina’s president by his wife Is- 
< abel. She was a dancer. His previ- 
ous wife, Eva, was an actress. 
Imelda was a beauty queen. So 
there is a link, if an entertaining 
one. Imelda, like the Perons, has 
Spanish blood. Politics is in her 
‘blood too. When Mr Marcos was 
‘president of the Philippines, no 
‘one was ever sure which Marcos 
took what decision. 
But what of Mr Marcos? Isn't he 
the one who aims to reconquer the 
‘hearts of the Philippines’ people? 
‘Until his present illness, which has 
brought him close to death, that 
was his ambition. He sent emissar- 
ies to Mrs Cory Aquino, the 
woman who had deposed him, 
leading to be allowed to return. 
Mrs Aquino said no, firmly. She 
was not swayed even. by an ah to 
-return $5 billion he is alleged to 
have stolen from the Philippines’ 
treasury. She was unmoved when 
Mr Marcos said that his mother, 



















47-year-old Mr 
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locum tenens. In a way, he was a predictable 
choice. When Mr Kakuei Tanaka had to re- 


sign as prime minister in 1974 because of a 








now-forgotten scandal (the famous Lock- 


heed business had not at that time come to 
light), it was the poor but honest Takeo 
Miki to whom the Liberal Democrats 
turned. Now, in another time of trouble, 
they have turned to the man who studied 
under Miki. 

Mr Kaifu has a sweet tongue, but he has 
not yet shown the powers of manipulation 
needed in the job to which he has been 

called. He will need more than eloquence to 
survive this autumn's confrontation be- 
tween the two houses of parliament, and the 
cold calculations of the men who have lent 
him the prime ministership. 


who died in the Philippines last year, 
would not be buried until he could attend 
the funeral. "Wait for me," saysa note on 


her casket in Mr Marcos's hometown in- 
the province of Ilocos Norte. It is likely to - 


be a long wait. Mrs Aquino does have a 
respect for the residual ae of Ferdi- 












| New Zealand - 


years after his death in St Helena. 


Jolly Roger - 


FROM OUR NEW ZEALAND CORRESPONDENT 


HE man who dragged little New Zea- 

land on to the world stage resigned this 
week. Mr David Lange upset America, and 
his neighbour Australia, by banning nu- 
clear-armed and nuclear-powered ships 
from New Zealand’s ports. He astonished 
his Labour party, and won the applause of 
free-marketeers, by starting to loosen the 
bindings of one of the capitalist world’ s 
most swaddled economies. 

He said his job was done. 
has become weary of his c 
mer finance minister, .? Mr 








‘More likely he 
rel with his for- 
Ro er Dodgiss 







nand Marcos. She talks of a ee ee 
solution”. The remains of the French em- gh 
peror were not returned to Paris until 19 


Mrs Aquino’s fears are understand- 
able. Democracy has been restored in the 
Philippines, and she enjoys immense 
popularity. But there are problems that 
the Marcoses might capitalise on. The 


communist insurgency claims 3 000 lives a 
year. Violent crime is widespread. Prices 
. are rising. and too few people are benefit- 


ing from the consumer-led GNP growth of 


— OAM ayear — | 


So Mrs Aquino 1 may (be right to fear 


h Mr Marcos’s ghost. But does she have the 


same fear of Mrs Marcos! Perhaps 
not. If Mrs Marcos could come up 
with the same $5 billion offer, if in- 
deed such a sum is in the Marcoses’ 
hands, it might be a tempting addi- 
tion to the Philippines improvi- 
dent treasury. Mrs Marcos is in 
deep trouble in America, charged 
with misappropriating $100m of 
the Philippines’ money to buy 
properties in Manhattan. Time is 
not on her side. The Saudi finan- 
cier Mr Adnan Khashoggi was ex- 
tradited from Switzerland to Amer- 
ica last month to face charges in 
which the Marcoses are alleged to 
be involved. The 71-year-old Mr 
Marcos is too ill to be tried, but the 
healthy 60-year-old Imelda could be . | 
asked to appear in court, where she 
has posted $5m bail, at any time. 
She claims she has a right to a 
trial in Manila rather than in New 
- York. If the Philippines agreed to 
this, Mrs Marcos might feel that at 
least she would be on familiar 
ground, surrounded. by people she 
believes. would sympathise with 
^ her. It would not be a MacArthur 
E return, but she would be home. 


















Palmer gets the palm | 


rose free-market ideas were more than 

en Mr Lange could stomach. On August 
3rd the irrepressible Mr Douglas was voted 
back into the cabinet by his parliamentary 
colleagues. Mr Lange sacked himself as 
prime minister a few days later rather than 
` share the cabinet table with him. 

His resignation should end the feud 
which has paralysed policy-making and 
helped submerge the Labour party in the 
opinion polls over the past 18 months. His 
successor, the former deputy prime minis- 
ter, Mr Geoffrey Palmer, has a fighting 
chance to make the party present a unified 
front to the electorate in next year's 
election. 

Things weren't always bad. In Labour's 
first term in office, between 1984 and 1987, 
Mr Lange and Mr Douglas seemed to work 
well together as they brought in an extraor- 
dinarily unsocialist range of economic poli- 
cies. Mr Douglas's job was to get the kitchen 
producing, while Mr Lange readied himself 

| dispense the forthcoming free lunches. 

Mr Lange still claims satisfaction with 
those free-wheeling deregulatory days. But 
he never completely shared Mr Douglas's 
unshakeable commitment to the logic of 
free markets. That logic was winning all the 
intellectual arguments around the cabinet 
table. Mr Lange's solution was to use his 
popularity with the voters to stymie Mr 
Douglas's cabinet victories and, last Decem- 
ber, to manoeuvre him into resigning from 
the cabinet. 

As it happened, that proved the begin- 
ning of the end for Mr Lange: he was incapa- 
ble of charting an independent course of 
policy. All he could do was issue bitter de- 
nunciations of his former finance minister. 
Unsurprisingly, the lack of ideas and the 
surfeit of squabbling sent Mr Lange's public 
standing down. 

Mr Palmer, a 47-year-old lawyer, will not 
be able to duplicate Mr Lange's verbal fire- 
works. He does not come over as a man of 
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warmth and humour. “I will be leading in 
my own way, he said this week. His 
strength is that he is acceptable to all sec- 
tions of the party. He made it clear that the 
government's nuclear policy will not be 
changed, despite a plea from America to re- 
think it. A recent opinion poll showed over- 
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whelming public support for the ban. 

As for economics, Mr Douglas’s persua- 
sive arguments are being heard once more 
around the cabinet table. It is hard to be- 
lieve that what has come to be called 
Rogernomics will not play a leading role in 
the Labour party’s election campaign. 





China 


A hell of a time to start a business 


FROM OUR CHINA CORRESPONDENT 


di GET rich in China is no longer as 
glorious as the country’s paramount 
leader, Mr Deng Xiaoping, once said. “Self- 
employed traders and peddlers cheat, em- 
bezzle, bribe and evade taxation,” says the 
Communist party’s new general secretary, 
Mr Jiang Zemin. “On some small commod- 
ity markets, over 80% of the self-employed 
have an annual income exceeding 10,000 
yuan [officially $2,700], five times higher 
than that of the average government 
employee.” 

The party newspaper, the People’s 
Daily, asks pointedly: ‘How much do indi- 
vidual businessmen make? '—and then crit- 
icises their wives for wearing “not one but 
several gold rings on their fingers". No won- 
der the Mao suit is back in fashion among 
the politically conscious: it helps to distance 
the wearer from Mr Jiang’s disgraced, be- 
spoke-tailored and economically adventur- 
ous predecessor, Mr Zhao Ziyang. 

But Mr Zhao and his western-trained 
think-tankers did at least have a practical vi- 
sion of China’s economic future. Their idea, 
in line with Mr Deng’s open-door policy, 
was to promote market forces along China’s 
coast in the hope that wealth would then 





Have you paid your taxes? 


seep into the interior. That inflation and 
corruption would accompany the process 
was, they argued, inevitable, but would not 
matter all that much in the end. 

That is not how Mr Jiang sees matters. 
Inflation and corruption are deeply unpopiü- 
lar in China, so blaming them on Mr Zhao 
helps bolster the official line that his ten- 
dency to “bourgeois liberalism” was respon- 
sible for the student turmoil that ended so 
bloodily on June 4th in Beijing’s Tiananmen 
Square. The government and party, at Mr 
Deng's bidding, still proclaim that the door 
to the outside world remains open—but 
they also repeat the old jargon of “a collec- 
tive selflessness". The price of Mr Deng's 
victory over Mr Zhao is increased influence 
for the nation's conservatives: not just the 
prime minister, Mr Li Peng, and his deputy, 
Mr Yao Yilin, but old-guard comrades such 
as Mr Peng Zhen and Mr Li Xiannian. 

The result is an economy at risk of re- 
treating into the blind alley of the Maoist 
past. The ten years of Dengist reforms 
spawned some 14.5m individually owned 
businesses across China, from street ven- 
dors and bicycle-repairers to the bar-owners 
of Beijing and Shanghai, and even the occa- 
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sional limousine-driving factory owner. By 
the end of 1987 this private sector employed 
. 22m people. 
4 E: The market's exuberance is now being 
curbed. According to the Farmers ' Daily, in 
the past six months more than 2m private 
businesses, employing more than 3.5m peo- 
ple, have shut up shop. The reason is not 
the fall of Mr Zhao—the full impact of that 
has still to be felt—but the austerity pro- 
- gramme that began last September and was 
accepted, even by Mr Zhao, as the only way 
to calm the febrile economy. 

_ Austerity was supposed to last for two 
years. How is it working? Mr Li Guixian, 
governor of the People's Bank of China, 
says, “The financial situation has taken a 
turn for the better in the first half of the 
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year." Perhaps so. The sales of 24 of the 28 


main consumer items, including refriger- 
ators and electric fans, fell compared with 
the first half of 1988; and bank loans rose 
less sharply than bank savings. 

Other evidence is less encouraging: in- 
flation, 181296 for 1988 over 1987, was run- 
ning at 25/296 in the first half of this year 
compared with last year's first half; the trade 
deficit has widened from the $1.2 billion in 
the first half of 1988 to $5.8 billion; and for- 
eign creditors are delaying new loans be- 
cause of the Tiananmen Square massacre. 
Mr Li acknowledges that "the financial situ- 
ation for the rest of the year remains very 
serious.” 

Spare a thought, therefore, for the 
mayor of China’s biggest city, Shanghai. 
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The task of Mr Zhu Rongji, who knows 
some economics, is to restore the fortunes of 
a crumbling city that is still China’s most 
important industrial centre. That task was 
difficult when he began it 16 months ago. 
Now it looks impossible: the central govern- 
ment's credit squeeze is driving some Shang- 
hai businesses into bankruptcy and forcing 
others to use their precious stores of foreign 
exchange to buy the yuan they need just to 
keep operating. 

Mr Zhu is going to take on other prob- 
lems. This week he also became Shanghai's 
party boss. Who knows what his next pro- 
motion will be? His predecessor, as mayor 
and local party chief, was Mr Jiang Zemin. 
Under Mr Deng, the boss of the national 
party tends to have a short tenure. 
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FROM OUR BANGKOK CORRESPONDENT 


, BEN Mr Chatichai Choonhavan 
= V V took office in August 1988, he was 
hailand's first prime minister in more than 
- a decade to hold an elected seat in parlia- 
ment. It seemed then that Thailand had 
taken a decisive step towards democracy. 
Perhaps it has. But a bitter row between one 
of Mr Chatichai's advisers and the army has 
shaken any confidence that his government 
will continue for long in power. 

— Mr Chatichai's administration has ex- 
ceeded most expectations, not least by sur- 
-viving for more than the few months that 
most pundits predicted for it. Although it 
has been better at making a public splash 
than at getting things done, it has taken a 

-. few bold steps—notably slapping a total ban 

on logging to halt deforestation. It has pre- 

sided over constitutional amendments that 
will enhance the authority of the elected 
lower house of parliament; and it has 
pushed ahead with Thailand’s first social se- 
curity legislation. Buoyed by one of Asia’s 
biggest economic booms, it has pushed 
ahead with an impressive programme of in- 
 frastructure investment. Perhaps it was get- 
ting a little too full of itself—or a little too 

- popular for the taste of the army, which has 

- long cast a shadow on politics. 

—. The army commander, General 

. Chaovalit Yongchaiyuth, publicly told the 

_ prime minister that he needed to do some- 
thing about corruption in government. He 

. noted that a foreign magazine had ranked 

- Thailand ninth in a list of the world's most 

corrupt countries.The general picked an 

. easy target. Mr Chatichai's six-party coali- 

. tion includes several ministers notorious for 

— devotion more to their party and their pri- 

. vate interests than to their jobs. Some Thai 
| economists have given warning of the dan- 


* 


gere of political meddling with economic 
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"Shadow of the army 


projects. 

General Chaovalit, however, nurtures 
political ambitions of his own. Some mem- 
bers of the administration have been irri- 
tated by the army's strong hand in foreign 
policy, notably towards Burma and to a 
lesser extent Laos. Army involvement in 
business deals with these two countries has 
been the object of widespread comment. 

Enter Mr Sukhumband Paribatra, a 
well-known academic and foreign-policy ad- 
viser to the prime minister. Perhaps, he said, 
any military leader who comments on the 
rise of corruption in civilian government 
should first put his own house in order. 
What kind of army did Thailand want? Did 
it want one whose junior officers are more 
professional than those at the top? Did it 
want one whose leaders care too much 








about business? In the interests of national 
defence, he suggested, the curriculum of 
Thailand's miltary academy should — 
overhauled. 

The army was furious. Nearly 1,000 oth- 
cers gathered in a Bangkok hotel to demand 
that the prime minister sack Mr 
Sukhumband. General Chaovalit approved. 
Mr Chatichai gave way this week, accepting ` 
his adviser's "voluntary" resignation. lt 


seemed like the Thailand of old. 





South Korea 


Old habits 


FROM OUR EAST ASIA CORRESPONDENT 


N HIS 18 months as South Korea's presi- 

dent, Mr Roh Tae Woo has tried to nur- 
ture a reputation for being mild-mannered 
and tolerant—valued qualities in a man who 
used to be an army general. Yet, early in the 
morning of August 2nd, Mr Roh allowed se- 
curity men to haul off Mr Kim Dae Jung f — 
20 hours of questioning. Mr Kim is the le... 
er of the biggest opposition party in parlia- 
ment. The incident suggests that Mr Roh 
may not yet understand the notion of a loyal 
opposition. 

The president appears to be worried 
that the government has lost control of its 
always fragile relations with communist 
North Korea. He has not yet managed to 
bring about any real reconciliation with the 
communists. The two countries are still for- 
mally at war. In addition, the North has 
been successfully exploiting visits to Pyong- 
yang by two South Koreans. Earlier, a South 
Korean opposition politician slipped off to 
Pyongyang and on his return was arrested. 
He is now likely to be tried as a spy. Those 
who go to the North without permission 
risk being branded as traitors. 

Mr Roh was sufficiently upset by these 
events to sack the head of the National 
Agency for Security Planning, the body 
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Kim after interrogation 


which is supposed to know what every Ko- 
rean is up to, and replace him with Mr Soh 
Dong Kwon, who was prosecutor-general 
under the regime of the previous president, 
Mr Chun Doo Hwan. Mr Soh has gone to 
rk with gusto, arresting friends and em- 
yyees of the politician who went to North 
Korea. It was Mr Soh’s men who brought in 
Mr Kim Dae Jung. Mr Kim leads the party to 
which the errant politician belongs. Did he 
know anything of the trip to the North? 
From the published questions and answers 
of the interrogation, it seems that he did 
not. The agency is no longer leaning on him. 
This is not just any old Kim. For many 
years he was a lone voice against the excesses 
of Mr Roh’s predecessor, and spent years in 
jail as a result. Mr Kim now considers that 


Bitter fruit 


FROM OUR EAST ASIA CORRESPONDENT 


HE Citizens’ Alliance, a South Ko- 
rean consumer group which has 
close links to farmers, had the bright idea 
of testing imported American grapefruit 
for the presence of a pesticide called 
Alar. This is the commercial name for 
daminozide, a chemical used to make ap- 
ples redder and crisper; it is suspected of 
causing cancer. The Korean government 
laboratory which tested the grapefruit 
said that Alar was not present in more 
than 0.5 parts per million, and perhaps 
not even that because its tests could not 
detect smaller amounts. 
Misunderstanding then took over. 
South Korean newspapers and television 
Stations reported that official tests had 
revealed the presence of a deadly chemi- 
cal in American grapefruit. As a result, 
very few of the things are now being sold 
in Korea. Furious growers in Florida, 
California and elsewhere have put ad- 
vertisements in Korean newspapers 
pointing out that they never use Alar. 
Their congressmen have been told to get 
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round to the presidential palace several 
times for discussions, and has disowned stu- 
dents of the violent left. To treat him as a 
possible subversive is to ignore most of the 
progress that has been made in Korea’s 18 
months of democracy. 

Mr Roh’s officials say that he is a stick- 
ler for the rules, and that not even Mr Kim 
can be exempt from their enforcement. But 
plenty of people suspected of misdeeds un- 
der the old regime walk free because Mr Roh 


has declined to authorise their arrest. It is 


- known that Mr Roh was discomforted by a 


speech Mr Kim made at the beginning of 
June, saying that he will get tougher with the 
government unless it clears up the irregular- 
ities left over from the old regime. Mr Roh 
may be thinking that a gentle reminder of 
the bad old days could encourage Mr Kim to 
be more reasonable. 

Mr Kim’s reaction has been calm. He 
seems determined to hold on to the centre, 
not to return to radical opposition. At a 
rally on August 8th, he criticised not only 
the government but also the far left. 

The tension between government and 
opposition may die down. Several proposals 
have been made for restoring cordial rela- 
tions between the two sides. Mr Roh will re- 
member that, only two summers ago, it 
seemed that much of South Korea was on 
the streets calling for a new government. It 
could happen again, if this sort of thing hap- 
pens again. 





President Bush to sort things out with 
the Koreans. 

Now, though, the average Mrs Kim is 
convinced that all imported fruit is dan- 
gerous, not just grapefruit. No one is 
buying imported cherries any more. 

Local fruit is selling well this year, 
happily for Korean farmers who had 
been worried about fruit imports. The 
farmers’ happiness was moderated this 
week when traces of Alar were reported 
to have been found in Korean apple 
juice. 
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The outsiders 


VEN the Chinese who run the place 

find that Tibet has little in common 
with the rest of China. About the only thin; 
that residents of the Tibetan capital, Lhasa 
share with Chinese in Beijing is martial law. 
And even this bleak link will soon go. Most 
of the soldiers patrolling Beijing’s streets 
since the crackdown on demonstrations in 
June are expected to go back to barracks af- 
ter October Ist—China's national day, and 
the likeliest occasion for renewed unrest nis 
side of winter. In Lhasa, the soldiers will 
probably be staying for a long time. _ "id 

They were brought in last March, when 
Tibetans took to the streets demanding in- 
dependence from China. Life now appears 
to be returning to normal. In the past few 
weeks China has allowed a few small, shep 
herded groups of foreign tourists into Ti bet 
in an effort to restart the lucrative touris 


trade. Tibet's pliant parliament, the Tib etar 
People’s Congress, has been meeting, an oc- 
casion for pious pep-talks from Tibet’s po- 
litical leaders about why “a few separa 
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resolutely rebuffed. ^T 
Yet the fright the Beijing protesters gave 
China's leaders in the spring has made a 
deal between the Chinese government and 
the Dalai Lama, the exiled spiritual leader of 
the Tibetans, even less likely. If the Commu- 
nists will not grant their own people demo- 
cratic rights, the Dalai Lama has observed 
shrewdly, there is little chance they will give 
them to Tibetans. Last year the Dalai Lama 
suggested that China could run Tibet's for- 
eign and defence policies if it gave Tibet in- 
ternal self-rule. His more militant supporters 
were scandalised: gods, they reminded him, 
do not compromise. But neither do China's 
Communists. They still rule out anything 
that smacks of Tibetan autonomy. E 
China admits that its problem with T 

bet is getting worse. According to official fig- 
ures, about 600 people have been killed or 
injured in nationalist unrest in Tibet since 
1987. The Chinese government claims that 
16 were killed in the March riots, the wo rst 
death toll in the past two years, and more 
than 100 injured. Tibetan sources put the 
number killed in March at more than 60 
and say that more than 500 monks have 
been jailed for their part in past 
disturbances. a 
The Tibetan parliament was reminded 
this week of the official Chinese line that Ti- 
bet has been an “inseparable” part of China 
for 700 years. The speaker admitted, how- 
ever, that most Tibetans do not seem to un- 
derstand this. He called for more education. 
If the message has not got through by now, it- 
never will. | DA 
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5,000,000 Ordinary Shares 


‘Global Coordinator 


Il Lynch Capital Markets 


15,000,000 Ordinary Shares 


The above shares were underwritten by the following groups of International Underwr 
coordinated by Merrill Lynch International Limited. 


United Kingdom 


Merrill Lynch Bank A.G. 
Reuschel Bank 


Switzerland 
Credit Suisse Firat Boston Limited 


Banque Indosuez Creditanstait-Bankverein 
Shearson Lehman Hutton International Ssangyong Investment & Securities Co., Ltd. 


3,000,000 American Depositary Shares 
Representing 15,000,000 Ordinary Shares 


‘The above shares were underwritten by the following group of US. Underwriters. 


Lazard Frères & Co. Montgomery Securities 


The above shares were placed by the following Australian firms. 


A. C. Goode & Co. Ltd. Merrill Lynch International (Australia) Limited 
12,000,000 Ordinary Shares 


The above shares were underwritten by the following group of Japanese underwriters. 


Toyo Securities Co., Ltd. 









Why they come 


Spilling into California s centre 


LOS ANGELES 


fornia has been America's engine. In 


population and economic growth it consis- 
tently outpaces the rest of the country. Cali- 


fornia produces 13% of the country’s na- 
tional income; 11% of all Americans live 
there. Its economy, now the seventh biggest 
in the world, has been growing faster than 
all others, bar Japan’s. Gloomsters, preach- 
ing environmental disaster, wanted to limit 
growth. They were ignored. . 

California’s dynamism is born of its di- 
versity, its youthful population, its geogra- 
phy on the Pacific rim. Economic diversity 
enabled it to ride out the recessions that 
have hit America’s rust-belt, oil-patch and 

id-western states. California’s mixed farm- 
ing makes it less dependent on federal price- 
tigging than the breadbasket states, and 
thus less vulnerable to sudden change. Its 
hospitality to immigrants, from other states 
and from abroad, means that there are 
plenty of young people to be entrepreneurs 
and customers—and plenty of workers pre- 
. pared to accept low wages. Partly as a result, 
~ greater Los Angeles is now the country’s big- 
F gest manufacturing area. 
But the largest contributor to Califor- 
> nia's prosperity has been the spread of trade 


- and investment across the Pacific Ocean. 


^^ Nearly a quarter of Californian jobs are 
- trade-related. Los Angeles has gained hugely 

- from the expansion in trade with Japan, 
.. one-sided though this has been. The Japa- 
. “nese have funnelled cars and computers into 
> the state—and cash. Roughly 40% of all Jap- 
. anese investment in America has come to 
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California; Japanese investors now own one- 


third of office space in central Los Angeles. 


Will the good times continue? Probably 


i yes, at least in the short term. Yet even a 
-hint of protectionism would damage Cali- 


fornia more than other states. Californians 
also worry about the slowdown in defence 
spending: their state has traditionally taken 
nearly one-fifth of federal defence dollars. In 
the late 1960s that meant around 1396 of 
the state's income. This is now down to 796 
and commercial demand for aeroplanes and 
electronics is burgeoning just as Pentagon 
contracts are withering. California is proba- 
bly as well-placed as it could be to weather a 
more thrifty attitude to defence. 

But the Golden State faces problems of 
its own that could slow development—and 
will certainly push growth away from the 
boom towns, Los Angeles and San Fran- 
cisco. House prices, notoriously high in 
both cities, are one reason why people have 
been moving to outlying suburbs. In the 
mid-1980s California had more than its 
share of bust thrifts. Àn explosion in the 
property bubble could be on its way. The 
financial sector, waiting for 1991, when out- 
of-state banks will be allowed into Califor- 
nia, is edgy. 

Demographics too are causing concern. 
The population is aging, as it is almost every- 
where. California's particular concern is 
that by 2000 more than half of its popula- 
tion will be Hispanic, black or Asian. As 
low-wage jobs disappear, California will in- 
creasingly demand high skills. And the 
state's schools have been bad at instilling 
such skills into minority groups. 

But the state's most formidable prob- 















































lems are the ones that the environmen 
have been shouting about so fruitlessly 
so long: air pollution and traffic conge 
These are the bane of every southern C 
fornian. The Los Angeles air basín i 
country's most polluted: the Los Ai 
traffic leaves people marooned. lt is re 
oned that, without changes, the avera 
speed in southern California will dropin 
years from 35 miles an hour to 17. 

The state plainly needs more invest 
ment in schools and roads. Spending 
education has been exempted from the re- 
strictive state spending limits. Investmen 
on transport, financed from petrol t 
may soon be equally privileged. Angeleno: 
supported a higher sales-tax, part of 
will pay for a 150-mile mass-transt 
system——but in this car-worshipping 
the projections that one-fifth of sou 
Californians will go to work by bus or tt: 
by 2010 look decidedly optimistic. 
though southern California has come 
with a plan to control air pollution, fu 
detailed regulations, it has just relaxed 
for the benefit of the local power compa 

Local government may have to br 
self to be more assertive, however unc 
fortably this sits with Californians' ti 
tional mistrust of authority. But if : 
are to mesh with the unbridled ca 
that has been central to the state’s gr 
they will need to harness, not c 
market forces. Californian thin 
such as the Reason Foundation ín 
Monica and the Center for Contin 
Study of the Californian Economy ii 
Alto, are toying with such market so 
as flexible congestion-pricing, chargi 
marketable pollution rights, toll-roads: 
pricing rubbish collection by the bag. © 

Even markets are limited by sea 
mountains: the coastal plain cannot 
made bigger. As Los Angeles and San 
cisco fill up, the overflow spills | 
neighbouring areas: San Diego, for instar 











The more interesting possibil 



























































etches from Bakersfield up to Sacra- 
ento. These two cities are already the fast- 
t-growing in California. As industry in 
arch. of cheaper sites follows people in 

ch of cheaper houses, a new region that 
hallenge the two ‘traditional heavy- 
s may emerge. Its centre could be a 
dusty agr cultural town that has been a 


4 AYBE, suggests Mr William Bennett, 


Á drug-users will take clinical treatment 


s. A provocative comment, s haracteti- 
of the man who was appointed six 
onths ago to create an anti-drug policy. 
er an uncharacteristic silence while he 
ened and learnt, Mr Bennett has come up 
th the goods. A draft of his new strategy is 
ulating in the White House (and some 
favoured newspapers) in advance of its offi- 
al presentation to Congress next month. 
Tt seems a refreshingly down-to-earth 
document with which, judging from pub- 
lished reports, conservatives and liberals will 
both find fault. Until now Americans have 
fought their drug war (the military terminol- 
ogy is ever-present) with more braggadocio 
than cunning: the emphasis has been on ex- 
hortation, efforts to close the border to 
drugs, breathing fire and thunder at drug- 
dealers and drug-producers. None of this 
has checked the supply which is more plenti- 
l, cheaper and purer than ever before. 

-. Mr Bennett, who made his name during 
Reagan's second term as an articulate, 
ushy conservative, now appears to have 
eered from the strict party line. Tacitly 
nowledging that the interception of im- 
ted drugs—one of the main pillars of Mr 
gan 's anti-drug policy— has not worked, 
makes few new proposals in this field. He 
Ocates economic and military help to 
erica's Latin American neighbours who 
e trying to stop coca being grown in, or 
aine being transported across, their terri- 
ry. But the emphasis of his report is on 
'mand, not supply. 

. To dissuade drug-users, he ne a de- 
ee of federal intervention in state affairs 
shorrent to unreconstructed Reaganites. 
e would not only give the states more 
oney (doubling federal grants to cities and 
ates for police and for prosecutors), but 
ild use some of this money as a lever to 
liges states to conform to his ideas. Prison 








"distraction", but has changed his mil 


is a shift towards the central valley thar highway grants might depend on states tak- 


ing away the driving licences of first-time of 
fenders. 


Mr Bennett indulged in old-time histri . 
onics when he ruminated on chat-television - 
about the virtues of beheading drug king- 


pins. His written. recommendations are 


more practical. They shift the focus from the. 


major drug-dealers—and the concurrent 
publicity about complicated police pounces 
and the threat of dire punishment—to the 
harder, workaday business of reclaiming in- 
ner cities ravaged by the violence of drug- 
use. He advocates an enlarged police force 
co-operating with community patrols (and 


backed by a big prison-building programme) _ 


to catch and arrest the people who take 
drugs as well as those who sell them. — 
Liberals, who managed in the 1988 anti- 


drug act to shift a little of the Segue Dm 


law-enforcement to treatment 
and prevention, will regret 
that the emphasis is back on 
crime and punishment. Mr 
Bennett does not ask for 
much extra money for drug- 
prevention. And though he 
proposes to expand federal 
spending on America’s inade- 
quate treatment clinics by 
half, he, correctly, calls for 
greater accountability: the ef- 
fectiveness of treatment for 
cocaine— which, unlike her- 
oin, has no relatively harmless 
chemical substitute—is still a Kraan -miss 
business. He suggests that convicted drug- 
users might be offered treatment as one al- 
ternative to prison—and that states should 
explore the possibility of obliging people 
who are only suspected, not convicted, of 
drug-using to seek treatment. 

Mr Bennett’s suggestions will cost at 
least $1 billion above the $6 billion that Mr 
Bush has proposed spending in 1990. Con- 
gressional Republicans, and some Demo- 
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Bennes answer 







interest, t, which patriots kouk avi as us 
bought Victory Bonds in the second world 


. wat. Mr Bennett is rather taken with the 
idea; the White House is not. City mayors, 


most of them. Democrats, are pushing for 


higher taxes. "I'll go. on record that crack is 


worse than taxes,” said Mr Bennett, smash- 
ing another conservative icon ot two. 

Mr Bennett's overall strategy is to halve 
Americans who 
take illegal drugs. A.turn in consumption 
trends will help him. ' epidemics in 
America wax and : wane, and the latest fig- 
ures show that the current one is waning. 
Last- year, says the National Institute on 
Drug Abuse, 37% fewer people swallowed, 
smoked, inhaled or injected themselves with 
illicit drugs than in 1985: 14/2 m instead of 
25m. Cocaine users were down by half. 

America's middle-class young 
are turning away from a bad. 

: recreational habit. | 

^" Good news. But the pe 
ple who still cake drugs, take 
. more of them, more often. Ca- 
sual use is on the decrease, ad- 
diction {an admittedly dubi- 
ous term) on the increase. The 
.. percentage of cocaine-users 
= who take the drug at least 
|: once a week has risen by one 
. third since 1985; the percent- 
 agewho take it almost daily by 
nearly 2096. With the cheap- 
ness of crack, a pernicious form of cocaine 
that can be smoked, consumption has gone 
down-market: to. die poor and to women— 
who are passing horrible disabilities on to 
their babies. Mr Bennett acknowledges that 
addiction is the principal challenge. Yet his 
more innovative. proposals—confiscating 
driving licences and property, publishing of- 
fenders’ names in the newspapers—are di- 
rected at the casual user, not at t thie addict. oi 
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. Space 
Parting company 


WASHINGTON, DC 





‘he Pentagon soon won't need prayers 


N BOARD the Columbia as it climbed 

aloft this week was a spy satellite for 
photographing the Soviet Union: a fact that 
everybody knew and nobody admitted. The 
shuttles will carry just seven further military 
cargoes over the next few years and then no 
more. The Pentagon has grown tired of the 
device. 

Its desertion has been on the cards for a 
while, but was sealed by the first successful 
launch of the Titan IV rocket in June. This 
gives the air force a firework as powerful as 
the shuttles. Martin Marietta is building 23 
Titans at a cost of $4.1 billion. Henceforth, 
instead of having all its eggs in the shuttle 
basket, the air force will put them all in the 
Titan basket. 

Truth to tell, the air force never much 
liked shuttles. They are so public, and so full 
of people, who get in the way of delicate 
equipment and die awkwardly when things 
go wrong. For the Defence Department, the 
best way to get into space is without public- 
ity, without risk to astronauts, and cheaply. 

But without the promise of military cus- 
tom, the shuttles would have been less easy 
to justify. Three of the first 25 flights were 
military, and seven of the next 25 will be. 
The Defence Department, which had the 
right to demand up to one in three shuttle 
flights, jumped the queue after Challenger 
exploded. It wanted eventually to launch 12- 
14 military shuttle missions a year and had 
begun building a command centre in Colo- 
rado for that purpose. This will now be used 
by the Strategic Defence Initiative. 

The biggest relic of the Pentagon's rela- 
tions with the shuttle programme will be the 
facilities at the air force base at Vandenberg 
in California. Some $3.3 billion worth of 
equipment, including a launch pad, had al- 
ready been built for military shuttle mis- 
sions. Vandenberg lies farther north than 
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Cape Canaveral, making it easier to launch 


rockets into orbits whence they can cover 
more of the Soviet Union. 

Just as the two are growing apart, NASA 
and the Pentagon are being forced together 
for another spaceship with wings. The puta- 
tive National Aerospace Plane will change 
from an air-breathing aeroplane in the at- 
mosphere to a rocket outside it. It will skip 
into orbit on its way from New York to To- 
kyo in one hour, at 25 times the speed of 
sound; its revenue will presumably come 
from workaholic brokers. Development of 
the technology will cost at least $3 billion-7 
billion, and will have to overcome some for- 
midable technical obstacles, such as how to 
go eight times as fast as the fastest fighter. Of 
the $412m earmarked for it next year, about 
two-thirds is expected to come from the De- 
fence Department and one-third from NASA. 
Earlier this year, Mr Dick Cheney, the de- 
fence secretary, said he would rather NASA 
took the thing off his hands, but the White 


House did not agree. 





Thrifts 


Misnamed 


WASHINGTON, DC 


REATHLESS brinkmanship held up 

the savings-and-loan bail-out bill until 
the dying moments before Congress re- 
cessed on August 5th. The Senate had 
pretty well gone already; only 17 senators 
could be mustered to vote for the bill. The 
budget row that caused this last-minute scuf- 
fle was settled by a messy compromise. And 
throughout the argument both sides sturdily 
ignored the bill’s biggest defects. 

The administration had proposed that, 
to avoid breaching Gramm-Rudman bud- 
get-deficit limits, the $50 billion needed for 
the thrifts should be borrowed not by the 
Treasury but by a new off-budget agency. 
Congressional Democrats, all virtue, asked 
why the cost should not be openly admitted 
by showing it on the budget, especially when 
the Treasury could borrow at a cheaper rate 
than any agency. Members of Congress were 
ready if need be to raise Gramm-Rudman 
ceilings, something the treasury secretary, 
Mr Nicholas Brady, abhorred. 

Congress spent weeks circling the bud- 
get issue. Eventually, a solution emerged. 
Since Gramm-Rudrhan ceilings apply only 
to forecast budget deficits, not to current 
ones, $20 billion would be borrowed on- 
budget but from the 1989 budget, not the 
1990 one. An off-budget agency would bor- 
row the other $30 billion. 

This compromise achieves the worst of 
both worlds. It sets a bad precedent of dis- 
guising federal borrowing (get ready for a 
similar idea for financing the clean-up of nu- 
clear-weapons plants). And it spotlights the 
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main reason gl deficit ara ums 
exceeded— once a fiscal year has —- an 
thing goes. 

Its financing apart, the thrift bill | 
some good points. It raises the amo nt c 
capital that thrift owners must invest i 
their business to 396 of total assets by m )] 
excluding phoney assets like “goodwi 
And it should lead to an overdue restruc tu 
ing of the industry, with banks and ii 
ance companies taking over much of th 
thrifts’ traditional mortgage business. — 

But the bill's weaknesses are plain. If in- 
terest costs and the proceeds from higher 
deposit-insurance rates are added to the $5 
billion that will be borrowed, the total bai 
out money comes to $166 billion over th 
next ten years. That is almost certainly to ye 
little for an industry with assets of $1.3 tril 
lion. It assumes no more thrift insolvenci es 
no rise in interest rates, no more withdraw. 
als of thrift deposits and a healthy inpt 1 
from the sale of assets owned by the 
that have gone bust. All questione 
assumptions—so the chances are that mor 
cash will be needed. 

And, in all its 700 pages, the bill di 
nothing about the root cause of the hi ! 
problem: the system of federal deposit-insur- 
ance that allows thrift owners a one-way 
gamble with risky investments at the taxpay- 
ers' expense. The bill calls for a study. Un 
less Congress limits or withdraws the feder: 
guarantees it hands out so freely, it risk ks | 
repetition of the thrift mess it has just spen 
six months beginning to clear up. 


Miami 


Little Cuba 


MIAMI 7 


~~ wis 5 


OR almost 30 years Miami's spokesmar 

in Congress was a Democrat and an ui 
repentant liberal, best known as the ch an um 
pion of the elderly poor. But Claude Pep pi 
died in May and and the struggle to succeec 
him in the House, in an election on Augu 
29th, reflects the changes that have s 
the city. 

The Miami that first sent "e tot 
House was solidly Democratic, dominate 
by white southerners and Jews from 4 
north. (The city’s blacks played little par 
elections then, and play little now, castin f 
but one vote in five.) Today's Miami n 
sounds with the sights and sounds of Cer 
tral America and the Caribbean. It is pack 
with exile neighbourhoods: Little Haven 
Little Haiti and a growing Little Managua 
And it is becoming Republican. E. 

Miami’s southern whites have left fc 
the suburbs and now account for odia ong 
third of the vote. Its Jews, who strea 
down from New York to Miami Beach, n 
tend to stop farther north, around Fort L 
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tion of Miami Beach has dwindled by 15,000 
in a decade. These are Democratic losses. 

. The Republican gains are the Cuban 
voters, attracted by President Reagan’s anti- 
C stro rhetoric and eager for political 
power. Their candidates have been beating 
De emocrats in local contests. Now a seat in 
Congress is within their reach. 

i On August Ist they chose, overwhelm- 
- ingly, Mrs Ileana Ros-Lehtinen, a Cuban- 
be orn state senator, as their standard-bearer. 
She has attempted to play down her heri- 
tage; she is also identified with militant anti- 
1 ab ortion causes that not all Republican vot- 
e Ts are happy about. But the Republicans 
nt an opportunity. President Bush plans 
to campaign for her. His son, Mr Jeb Bush, is 
ps # 
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š T Y THE middle of the week, Mr Leland’s 
WJ whereabouts were not known. He was a 
passenger, with 15 others, on a twin-engined 
aeroplane that had disappeared somewhere 
in south-western Ethiopia en route from 
Addis Ababa to the Fugnido refugee camp 
nee the border with Sudan. The adminis- 
tration has sought and received Ethiopian 
p ermission to send a U2 spy plane to look for 
: hi ih, 

r This is the time of year when members 
pf Congress go on fact-finding trips. For 
E louston’ s Mr Leland, chairman and chief 
rchitect of the House Select Committee on 
i nger, a refugee camp is a natural habitat. 
He is an ardent supporter of aid for the root- 
ess and famine-stricken, and an equally ar- 
ent critic of governments that exacerbate 
such miseries. There is no question of his 
journey being subject to the charge that con- 
gressional trips are taxpayer-financed holi- 
de a junkets for politicians. 

Would that this were so with Chicago's 


$ r land's crusade, Savage's good times 
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Atwater, the Republican National Commit- 
tee's chairman, stirred the embers by declar- 
ing that the time has come to send a Cuban- 
American to Congress. 

Some Democrats felt that the ethnic 
line should be blurred by choosing Mrs Ro- 
sario Kennedy, also a Cuban-American, as 
their candidate. But in the Democratic pri- 
mary on August Ist she came in second 
(which gives her a second chance in the run- 
off on August 15th). Cuban-Americans, 
voting in the Republican primary, failed to 
come to her help. So the top Democratic 
vote-getter was Mr Gerald Richman of Mi- 
ami Beach, who could count on non-His- 
panic voters and whose unsubtly chauvinis- 
tic theme was “This is an American seat”. 


A ^ tale of two congressmen 


s Savage and Mickey Leland are both Democratic members of the House 
k of Representatives. Both are left-wingers. Both are black. Both have re- 
ce cently been on trips to Africa. Their stories could not be more different 


Mr Savage. His trips abroad have triggered 
two official inquiries and an investigation by 
the House ethics committee. In contrast to 
Mr Leland, Mr Savage is not generally re- 
spected. He introduces few bills and shows 
scant regard for the congressional process. 

The story of Mr Savage’s trips began last 
month when a Washington Post article al- 
leged that he had harassed a Peace Corps 
volunteer during a congressional visit to 
Zaire. According to the report, the woman, 
who was supposed to brief Mr Savage on 
Peace Corps activities in the region, com- 
plained that the congressman propositioned 
and fondled her in his embassy car. Mr Sav- 
age, who has described himself as “number 
one on the Reagan Republican hit-list’’, says 
the accusation is an absolute lie. 

Then came a second article in the Post, 
recalling a trip Mr Savage made to Beijing in 
1986. The gist of this accusation is that Mr 
Savage did little official business, preferring 
to make side trips to Hongkong and Seoul 
to shop for suits. 

The State Department, 
looking into the Zaire matter, 
is also quizzing its embassies 
about Mr Savage’s behaviour 
in all the countries that he has 
visited officially. In the ethics 
committee’s inquiry, Mr Sav- 
age will not find himself alone. 
He is one of three members be- 
ing investigated for possible 
sexual improprieties. But, for 
all the adverse publicity, most 
of the House’s 435 members 
are more like Mr Leland. 








Test-tube babies | 
Embryos in the 
fridge 


CAMBRIDGE, MASSACHUSETTS 


T MAY be a first, but it is not the bizarre 
conundrum that the medical-ethics busi- 
ness has been waiting for. A divorce case in 
Maryville, Tennessee, was saved from obscu- 
rity by seven frozen embryos, which Mr Ju- 
nior Davis and Mrs Mary Davis deposited in 
a Tennessee embryo bank in happier days 
last year. She wants to warm one up and 
have a baby; he—coincidentally a refrigera- 
tion technician—argues that nothing 
should happen to the embryos without his 
consent. It is probably the first case in which 
the ownership of embryos has been con- 
tested—but it was preventable. 

Most test-tube baby clinics now solve, 
such problems in advance with paperworl 
After the Rios case in Melbourne in 1984, i 
which two Californians left embryos in an 
Australian clinic and were then killed in an 
aeroplane crash, Australian clinics insist on 
agreements on what should happen to em- 
bryos in the event of death or divorce. The 
Rios embryos, a Melbourne judge decided, 
should be made available to other couples. 
Nobody wanted them—they had been fro- 
zen since 1981—so frozen they remain. 

Without such an agreement, the Davis 
embryos are in legal limbo as well as liquid 
nitrogen. But it is not such a novel kind of 
limbo: American judges usually let pregnant 
divorcées decide what to do about their 
pregnancies, whatever the father thinks. 
Mrs Davis wants to implant the fertilised 
eggs in order to become pregnant: she has 
perhaps a 3096 chance of success. The tech- 
nique of in vitro fertilisation (IVF) is chancy, 
painful and lengthy. 

There are about 4,000 frozen embryos 
lying around in American refrigerators wait 
ing to be born (belonging to some 1,30U 
couples). The best way to reduce that poten- 
tially troublesome population is to use some 
embryos for research. That way the dismal 
success rate of IVF could be bettered and 
fewer embryos would need to be kept frozen 
in reserve. But few will do such research in 
America, for fear of pro-life protest. 





Black Catholics 


Mettlesome priest 


WASHINGTON,DC 


STRONG-MINDED black Roman 
Catholic cleric who was until June a 
parish priest in south-east Washington, Fa- 
ther George Augustus Stallings, has quar- 
relled with his bishop and set up an “Afri- 
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-. Saving your soul with astounding vigour 


— can-American Catholic" church of his own, 
-. Imani Temple. (The name is Swahili.) 
—  [narrented high-school auditorium in a 
- Maryland suburb he is providing the kind of 
service that he believes black American 
Catholics want. Strong colours, intense 
Pose drums, bells, rattles, electrically am- 
- plified instruments, syncopation, the alter- 
. nating discipline and abandon of gospel mu- 
sic, jigging and skipping, clapping and 
. swaying, set the form of service somewhat 
. apart from anything that European congre- 
. gations would expect. Mr Stallings leads it 
- with astounding vigour, only the sacrament 
__ itself being administered with restraint. 
— . The "black" elements in Mr Stallings's 
. mass are not entirely new to the Roman 
- Catholic church in the United States. Other 
_ priests serving parishes that are overwhelm- 
. ingly black have been drawing on the tradi- 
— tion of gospel music and borrowing manner- 
.. isms from black Protestant churches, fearing 
_ that if they do not, their parishioners will 
_ drift away to other churches where the ser- 
— vices correspond more to black America’s 
religious traditions. The bishops have had 
_ to decide in each case whether to approve, 
_ disapprove or turn a blind eye. 
= Often the bishop's choice is not easy; 
the Catholic church, traditionally much 
. weaker among black than among white 
_ Americans, has been both gaining and los- 
— ing communicants in quite large numbers. 
- When Mr Stallings and his bishop (the 
= Archbishop of Washington, Cardinal 
-. Hickey) did not get on, the impatient priest 
. decided to seize the opportunity which, as 
he saw it, the turbulence of the black Ameri- 
= can Catholic parishes offered him, and 
. strike out on his own. He denies any wish to 
. leave the church, indicating that it is up to 
. the church to drop its white, European 
= (and, by implication, racist) ways and offer 
— black people a real spiritual home. He denies 



























Raising money furiously, Mr Stallings 
plans a huge Washington temple with a con- 
vention centre, an academy, a hotel and var- 
ious community buildings to form the head- 
quarters of “a great historical movement” to 
establish a permanent African-American 
rite. This leaves his future relationship with 
the Roman Catholic church, for the mo- 
ment, obscure. The archbishop has prohib- 
ited him from performing the sacraments, a 
minimum disciplinary step, but any talk of 
excommunication is being avoided. Mr 
Stallings's rebellion was not prompted by 
any doctrinal difference but by a desire for 
more recognition of the liturgical needs of 
black parishioners, together with impa- 
tience at the way black priests (and in par- 
ticular George Augustus Stallings) were be- 
ing treated by the hierarchy. 

However, once a rebellion gets under 
way it is liable to generate doctrinal disputes 
from its own momentum. Thus Mr Stallings 
in his homily last Sunday, no doubt to reas- 
sure his hearers, told them that no hierarchy 
had any place between the worshipper and 
Christ. In a newspaper interview last month 
he said his terms for reconciliation with the 
church must include “our right to religious, 
spiritual, liturgical and theological self- 
determination”. This is a tall order; by Vati- 
can standards, an inconceivable one. 

Black priests who do not want to join 
the Stallings breakaway still recognise that 
the church faces problems in its relationship 
with its black communicants. The black 
bishops, who number just enough to form a 
little conference within the Catholic Con- 
ference, have produced a report speaking 
critically of the lack of "cultural relevance” 
to black people in the present American 
church, together with a new pastoral plan, 
which the conference of bishops is to con- 
sider at its autumn meeting. They have even 
promised a study of the possibility of a sepa- 
rate black American rite, which would be in 
communion with Rome as are, say, Maro- 
nite, Uniate and Mozarabic Christians. 








Eskimos 


Village rights 


ANCHORAGE, ALASKA 


AX an Inupiaq Eskimo living in Alaska’s 
far north about the federal govern- 
ment’s knowledge of his way of life and you 
may hear the tale of the lecture that was ar- 
ranged last winter by the Indian Health Ser- 
vice. A consultant from North Dakota was 
sent to the Arctic Circle to teach villagers 
how to stay warm in a cold climate. Alaska’s 
native people, scattered across remote areas 
in more than 500 villages, have many prob- 
lems, but knowing how to keep warm is not 
one of them. They have been doing this, 
quite successfully, thank you, for genera- 
tions. 

They have not, however, been growing 
rich. Alaska’s Eskimos (in the north) and In- 
dians (in the south) were supposed, in tk=- 
ory, to benefit from a 1971 law that w 
passed in response to the pressure for oil c _ 
ploration. Their ancient claims on the lana 
were extinguished: instead, 13 regional na- 
tive corporations were created in which the 
Eskimos and Indians would be shareholders. 
Alaska’s vast resources—oil, fish and tim- 
ber—it was argued, would make the native 
corporations and their shareholders 
wealthy. They did not: mismanagement and 
fraud put paid to wealth-sharing. Alaskan 
Eskimos and Indians are still nearly twice as 
poor as other Alaskans. In many rural vil- 
lages half the population lives below the 
poverty level. 

Native leaders argue that their people 
would do a great deal better if they had 
greater autonomy in managing their own af- 
fairs. They have stepped up their calls for 
"village sovereignty’’—a local form of self- 
government similar to that found among In- 
dian tribes in the lower 48 states. The mo- 
tive behind this call for sovereignty is a 
passionate debate over hunting and fishir 
rights. Alaskan fishing is divided between 
commercial, sporting and subsistence fisher- 
ies. The native Alaskans argue that subsis- 
tence fishing was traditionally under their 
control, and they want it to remain so. The 
state wants all three types of fishing under 
its jurisdiction. 

The federal government may be coming 
round to the natives’ point of view. The Su- 
preme Court recently backed them in the 
fishing dispute. And, earlier this summer, 
after 20 years of debate, the Bureau of In- 
dian Affairs approved a constitution for Ea- 
gle, a village near the Canadian border, 
granting it sovereignty. What this means in 
practice will be up to the courts, but so far 
more than 200 villages have applied for the 
same right. Some cannot wait: in June the 
village of Aleknagic unilaterally declared it- 
self sovereign. 
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Faith, here's an equivocator 


What thou wouldst highly, 
That wouldst thou holily; 
Wouldst not play false, 

And yet wouldst wrongly win. 


ADY MACBETH would feel at home in 
the hostage business. She would recog- 
nise, in the attitude of the western powers to 
Tsrael's abduction of Sheikh Abdel Karim 
Ybeid, an echo of her husband's 
- .quivocation. Most governments 
which criticised the kidnapping now 
accept that it has helped stir things up 
in Iran. They are beginning to agree 
that it might lead to the release of 
their own hostages in Lebanon. What 
they dare not say is that Israel's deed 
was right, and that they wish devoutly 
to profit from it. 

On August 8th a United Nations 
envoy, Mr Marrack Goulding, who 
was ostensibly in the Middle East in 
order to retrieve Lieutenant-Colonel 
William Higgins's body, visited Jeru- 
salem. There, as in Damascus and 
Beirut, he did little to stop specula- 
tion that he was also bargaining for 
the release of the living hostages. He 
voiced guarded optimism about the 
outcome of his talks, but he said Israel 
should free its prisoner forthwith: “I 
have to say that the kidnapping of 
Sheikh Obeid did not help." 

He really did have to say so, if he 
was to remain on speaking terms with 
Hezbollah. He could not for a mo- 
ment have expected Israel to agree. Is- 
rael says bluntly that it grabbed the 
sheikh for its own reasons, to recover 
three Israeli servicemen missing in 
Lebanon. Freedom for the other hos- 
tages in Lebanon would be a bonus, but in 
no circumstances could it be a substitute. 

Hezbollah has been quick to spot, and 
enlarge, this gap between Israel and its 
friends. One of its front-outfits, the Revolu- 
tionary Justice Organisation, offered to free 
Mr Joseph Cicippio, an American it had 
threatened to murder, if Israel agreed to free 
Sheikh Obeid and 450 other Arab prisoners 
in return. The other Arabs would have in- 
cluded the man who last month steered a 
bus into a ravine in Israel, killing many of its 
passengers; but Israel would not have got 


THE ECONOMIST AUGUST 12 1989 





any of its prisoners back from Lebanon. 
When Israel said no, as Hezbollah’s people 
knew it would, they sent a more familiar sort 
of message. On August 9th a suicide bomber 
smashed a lorry into an Israeli convoy in 
southern Lebanon. 

Israel is willing to pay a high price to 
bring its captured men home. Its defence 
minister, Mr Yitzhak Rabin, says he is wait- 





Bush would talk, but offer no reward 


ing for Hezbollah to make contact through 
the International Red Cross. The Ameri- 
cans, still haunted by the Iran-contra affair, 
shrink from bargaining in the open. An Ira- 
nian suggestion to break the deadlock by re- 
turning Iran's frozen assets was spurned by 
the State Department on the ground that it 
would be tantamount to paying ransom. 
Officials in the White House, while tak- 
ing the same line in public, suggest privately 
that the assets might be thawed after all hos- 
tages are freed, especially if a decent interval 
passes. Iran and the United States differ 
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over the amounts in question. Americ: 
froze about $10 billion of Iranian assets i 
1979. In 1981 it transferred $3.9 billion te 
[ran and deposited nearly $6 billion with t p 
Iran-United States Claims Tribunal in The 
Hague (on which sit three judges from e: h 
country involved and three from neutral 
countries). This was to go for the settlement 
of further claims; $1.2 billion of it has sin ce e 
been awarded to America, $118m to Iran 
Yet one of Iran's pending claims is for $12 
billion-worth of military equipment and 
spare parts. T 

President George Bush has so far 
steered clear of Mr Reagan’s frequent mis 
take of letting compassion for the host: si 
get in the way of policy. He did commiserate 
with Major Robin Higgins, wife ofth 
dead marine, when she and the Fed. | 
eral Bureau of Investigation c on- 
firmed that they thought he was dead. 
But by avoiding too much emotio ny 
Mr Bush hopes to coax an opport 
nity from a tragedy. In an inter 
with the Boston Globe he hinted : tha t 
America was prepared to negotiate 
for the release of hostages, provide 
that their kidnappers were not r 
warded in the process and so given ar 
incentive to seize more Americans in 
the future. The future of Sheik kh 
Obeid, he said, was for Israel to dé 
cide: “We are not going to try to forn 
policies for others.” 

Ideally, Mr Bush would like to be 
the windfall beneficiary of a deal De- 
tween Israel and Hezbollah. Wei at 
least some of Hezbollah's decisi Or 
are made in Iran, and Iran’s decisial jns 
are influenced, in part, by Ania 

Iran's new president, Mr Ali A 
bar Rafsanjani, has lived up to his 
reputation as the most Snir 
Iran’s mullahs. He condemned Is 
el’s kidnapping of Sheikh Obeid b it 
sent his brother to Lebanon to stop 
Hezbollah from murdering Mi 
Cicippio. He then offered to help re 
lease western hostages if Americ: 
freed his country’ s frozen assets and ab ar 
doned its "bullying ways”. 

It will be hard for President Rafsanjan 
to order the hostages’ release without bei 
seen to drive a hard bargain. His overture 
have been sharply contradicted by the i ite 
rior minister, Mr Ali Akbar Mohtashemiy 
hardliner with rather more influence over 
Hezbollah (see box on next page). 

In principle, Mr Rafsanjani could id 
himself of Mr Mohtashemi simply by ex- 
cluding him from the cabinet he is to ap- 
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point later this month. Iran’s new constitu- 
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|| ADDRESS the White House 
E. saying the Lebanon has a solu- 
| tion; the freedom of hostages has a so- 
| lution. These things have intelligent 
|| and manageable solutions. But one 
| cannot find solutions with bullying 
| ways, with arrogant confrontations 
| and tyranny. Take a sensible attitude 
. and we will help you to solve the 
| problems so that the people of the re- 
| gion may live in peace and tranquil- 
| | PRESIDENT RAFSANJANI, AUGUST 5TH 





| 667 RHE kidnapping of Sheikh 
E: Abdel Karim Obeid has cer- 
| tainly been committed in full co-or- 
|| dination with American world arro- 
| gance. This crime will only feed the 
| holy wrath of this struggling people to 
|| inflict death and destruction on the 
|| unjust hangmen of the Zionist enemy 
|| andtheir American masters and push 
| them into the abyss of humiliation 
|| and disgrace. I trust that the revolu- 
| tionary Muslims in Lebanon and Pal- 
|| estine will not stand idle before the 
J | American-Zionist crime." 
| - INTERIOR MINISTER MOHTASHEMI, 
| D AUGUST 7TH 
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tion gives the president sweeping powers, 
and Mr Rafsanjani has the support of most 
members of parliament. The president is 
also supported by the minister for the Revo- 
lutionary Guards, Mr Ali Shamkani, and 
the foreign minister, Mr Ali Akbar Velayati. 
Still, Mr Mohtashemi and his kind have 
substantial support too. Their allies include 
Ayatollah Khomeini's son and executor, 
Ahmad Khomeini, as well as the informa- 
tion minister, the prosecutor general and 
the prime minister. 

The cautious Mr Rafsanjani is probably 
warier of these rivals at home than he is of 
Iran's enemies abroad. He promised at his 
inauguration on August 3rd to follow the 
policies bequeathed by Ayatollah Kho- 
meini. Lest he forget, his one-time ally, the 
new “leader of the revolution”, Mr Ali 
Khamenei, has given warning that popular 
support for Mr Rafsanjani will be withdrawn 
“if he strays from the straight line of the 
Imam." The trouble is that the straight line 
of the Imam may not permit the sort of ser- 
pentine negotiation that is needed if Presi- 
dent Rafsanjani is to do a deal with Presi- 
dent Bush, who has a different sort of 
straight line to stay on. How much simpler if 
Israel will do the haggling, the hostages 
come out, and western governments can 
keep their hands outwardly unblotted. 





Tunisia 


Square one again 


T IS not surprising that Tunisia’s opposi- 

tion politicians feel irritated. They wel- 
comed President Zine el Abedine Ben Ali’s 
gentle removal of the elderly “President-for- 
Life", Habib Bourguiba, in November 1987. 
They applauded his promise of a "new era" 
of freedom after 30 repressive years under 
Mr Bourguiba's Destourian Socialist party. 
Now, 18 months and a general election 
later, they have noticed that the ruling party 
still holds all 141 seats in parliament. ` 

“Zinestroika” began well enough. The 
new president started talks with the opposi- 
tion, drafted a national charter promising 
democracy and human rights, ended his 
predecessor's persecution of Islamic mili- 
tants, freed hundreds of political prisoners 
and abolished the notorious state security 
court. Political exiles returned home and 
three more parties were legalised, making six 
opposition parties in all. 

The honeymoon started to go sour 
when President Ben Ali insisted on keeping 
his job as party leader and refused to make a 
clear separation between party and state. 
The party has a new name—the Constitu- 
tional Democratic Rally—and a lot of new 
and younger members. But the new blood 
seems just as keen as the old to protect its 
interests in bad old ways. 


Taar Z 
Intimidation and ballotrigging were 
said to be widespread in April's parliamen- 
tary election. One opposition leader, Mr 
Ahmed Mestiri, was so disillusioned that he 
retired after his Social Democrats won fewer 
than 396 of the votes on the official count. 
Mr Ben Ali says the opposition has only it- 
self to blame for turning down his offer of a 
pact under which seats would have been 
shared out in advance. That would have 
been a queer sort of democracy, the opposi- 
tion said. 

It is Tunisia's Islamic opposition that 
feels most aggrieved. The government 
refuses to legalise its party, called Renais- 
sance. Although Islamic militants standing 
as independents won 14% of the national 
vote in April—30% in Tunis and other cit- 
ies—they got no seats. Now they fear that 
the government is preparing to crush them 
by force. Some party members say they have 
been locked up and tortured. 

Tension on the streets, which eased af 
ter Mr Ben Ali’s takeover, is on the ris 
again. More soldiers are on patrol, under ot- 
ders to behave civilly, but the police are as 
intimidating as ever. There are also signs 
that the president is starting to mimic his 
predecessor’s personality cult. The official 
press does not yet claim that the new presi- 
dent is “clairvoyant”, as it did in the case of 
Mr Bourguiba, but Mr Ben Ali receives wild 
adulation. 

Many Tunisians are unsurprised by the 
turn of events. Mr Ben Ali, they observe, is a 
former secret policeman whom Mr Bour- 
guiba relied on to crush dissent. Others say 
the president is a sincere man baffled by 
anti-reformers inside the ruling party, the 
bureaucracy and the security forces. But in a 
speech on July 25th Mr Ben Ali himself said 
that a “plethora of parties” would lead "to a 
dispersal of energy and create discord”. Af- 
ter all the promises, will Mr Ben Ali merely 
serve up Bourguibism without Bourguiba? 





Nicaragua 


Long road home 


IGHT years of civil war in Nicaragua 

seem to be ending with sighs of resigna- 
tion all round, and no winner. The presi- 
dents of four of Nicaragua’s Central Ameri- 
can neighbours agreed with the Nicaraguan 
government on August 7th that the army of 
the contra rebels, now living on United 
States rations in Honduras, should be dis- 
armed and disbanded by early December. 
This is to happen under the supervision of 
the United Nations and the Organisation of 
American States. 

Observers from the same sources, the 
European Parliament and other well-wish- 
ing bodies will be in Nicaragua to watch over 
the Sandinist government's preparations 


THE ECONOMIST AUGUST 12 1989 





P4 a K 


1 








for the election it has sworn to hold next 
February. They will include ex-President 
Jimmy Carter (who will hope to avoid the 
murderous fiasco that surrounded his recent 
invigilation of the election in Panama). 

The presidents of Honduras, El Salva- 
dor, Costa Rica and Guatemala, and of Nic- 
aragua itself, were pleased that they could 
agree on Monday. In the United States the 
Bush administration, having failed to have 
the whole deal called off, now seems re- 
signed to it. Armed pressure from outside, 
argue the hawks in Washington, has forced 
the Sandinists to concede a freeish elec- 
tion—so the eve of that election is not the 
moment to take the pressure off. But Con- 
gress had already forbidden the administra- 
tion to go on sending fresh guns and ammu- 
nition to the contras, and only narrowly 
agreed to keep feeding and paying them un- 
til the February election is over. By early De- 
cember, when the contras are supposed to 
have been disbanded, Congress will have to 
decide whether to stop their rations too. 

The contra leaders are squabbling. 
Within Nicaragua, isolated contra bands are 
using up their old supplies of ammunition in 
pointless raids that give the unarmed oppo- 
sition a bad name. A few senior men have 
gone home into non-violent opposition; 
more carry on breathing fire from Miami. 

Above all, the opposition inside Nicara- 
gua has decided it can do its opposing more 
effectively without contra help. Seventeen 
(yes, 17) anti-Sandinist parties reached a 
deal with President Daniel Ortega on the 
eve of his departure for the Central Ameri- 
can summit. They got a big enough package 
of democratic reforms to satisfy them that, 
with the promised influx of funds and ob- 
servers from democracies practically every- 
where, the election would be as fair as possi- 
ble in the circumstances. After that, the 
Central American presidents could hardly 
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have taken a different line. 

That leaves about 12,000 fighting men 
(and their 20,000-odd dependants) lonely in 
Honduras. They are united to a degree that 
shames their squabbling superiors. But they 
have nothing special to do in their comfort- 
less encampments. The Hondurans resent 
them, and their presence there is illegal un- 
der a treaty that bans the stationing of for- 
eign troops in any Central American coun- 
try. Relying on this treaty, the Sandinists 
were suing Honduras in the World Court, 
hoping to win damages for the contras' dep- 
redations. 

Mr Jose Azcona, the president of Hon- 
duras, was pleased that the Nicaraguans 
agreed to drop their suit in exchange for the 
compulsory disarming and disbanding of 
the contras. But who is capable of compel- 
ling them? The entire Honduran armed 
forces can muster slightly fewer men than 
the contras (although the Hondurans have 
heavier weapons and some aircraft, which 
the Americans never gave to the contras). 
The Canadians, West Germans and Span- 
ish have offered help, but insist that their 
helpers will not be armed. 

Many contra soldiers, perhaps most of 
them, do not want to go home to live under 
the Sandinists, who despite their economic 
follies still seem the likeliest winners of an 
election against so badly split an opposition. 
Many share the usual Central American am- 
bition, which is to follow their better-paid 
senior officers to new homes in Florida. 
Since American policies helped to put them 
in their present fix, it might seem fair that 
the United States should take them. But 
Americans tend to think they have quite 
enough illegal immigrants from Central 
America without an extra influx of legal 
ones. Finding homes for the contra soldiers 
may prove as contentious as finding money 
for them used to be. 





Bolivia 


How the last 
became first 


AKE nothing for granted in Bolivia. Of- 

ficially, the president for the next four 
years will be Mr Jaime Paz Zamora, who 
came third (with 19.696 of votes cast) in the 
presidential election on May 7th, yet 
emerged first (with 97 votes out of 157) from 
a runoff in Congress on August 5th. Unof- 
ficially, the country will be ruled by Mr 
Hugo Banzer, who came second in the elec- 
tion. The man who came first, Mr Gonzalo 
Sanchez de Lozada, is listed also ran. 

This peculiar result was engineered by 
Mr Banzer, who ruled Bolivia as a military 
strongman from 1971 to 1978 and came first 
in the presidential election in 1985, but lost 
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in the runoff. This time he swung his par 
congressional votes to Mr Paz Zamora, al 
ambiguous populist from the Revolutionar 
Left Movement and a second cousin of th 
outgoing president, Mr D, 



























= 
Y : 


Victor Pa 
Estenssoro. In exchange, Mr Paz Zamor 
agreed to wear a strait-jacket devised by Mi 
Banzer. His vice-president is a member o 
Mr Banzer’s Nationalist Democratic Actioi 
party; so are 17 cabinet members, includini 
the ministers of finance, defence and foreigi 
affairs. Mr Banzer himself gets the presi 
dency of a powerful two-party commissior 
to fix policies and top jobs. 4 

The quirk is that both partners in gov 
ernment have been proclaiming from thi 
rooftops that they will continue the policie 
of the man they did out of the top job, Mi 
Sanchez de Lozada. As economy minister ir 
the last government, Mr Sanchez de Lozade 
master-minded a cut in inflation from an an 
nual rate of 24,000% to one of less thar 
10%. On his own, President Paz Zamora 
would probably set the printing-presses run 


a 


ning again. Under Mr Banzer's tutelage, he 
will not. His minister of finance has workee 
at the World Bank and his minister of p in 
ning at the Inter-American Developmen 
Bank. The main danger to this odd marriage 


2. 


is its partners' agreement that ministrie: 


should be run by ministers from one partne 
and deputies from the other; this could 
mean paralysis. $- 

Mr Paz Zamora is an unlikely bride. H 
took refuge in Salvador Allende’s Chile af. 
ter a spell in jail when Mr Banzer was presi 
dent. He later became vice-president, wher 
inflation soared into the stratosphere. At 
the news of his election Bolivians rushed tc 
buy dollars, pushing the price from 2.6 k G 
livianos to the dollar to 3.2; then he made a 
right-wing speech, they calmed down, inc 
the rate went back to 2.7. Fa 

The ruling alliance’s inspiration is its 


leaders’ dislike for the talented, cheerful and 
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handsome Mr Sanchez de Lozada, whose 
achievement they envy. Mr Banzer sup- 
ported the last government because it fol- 
- lowed sound policies, and he decently took a 
- back seat although he had come first in the 
1985 election. He was determined not to do 
that again. He probably thought he had a 
‘deal with the man who outwitted him in 
1985, Mr Paz Estenssoro, that his turn 
would come in 1989. He was astonished, 
and embittered, when Mr Sanchez de 
- Lozada did so well. 

— Mr Banzer was determined not to play 
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second fiddle a second time. He is now play- 


- ing first fiddle to Mr Paz Zamora, but from 
- behind the curtains. Bolivians hope the two 
men will play in tune. 




































. South Africa 
Defied all round 


-FROM OUR SOUTH AFRICA CORRESPONDENT 


. FT^HE leader of South Africa's ruling Na- 
_ A tional party, Mr F.W. de Klerk, wanted 
- as little controversy as possible in the run-up 
to next month's general election. To that 
end he has campaigned in such a low key 
that his parliamentary foes have taunted 
Pi Ns en ST » A 
him as the “invisible man”. Now trouble is 
busting out all over. 
— Most of it is being stirred up by people 
‘who will not be allowed to vote in the elec- 
- tion because they are black. The Mass Dem- 
ocratic Movement, a loose alliance of non- 
parliamentary organisations, has mounted a 
E npaign designed to cause Mr de Klerk 
maximum embarrassment at home and 
- abroad. So far, it is doing rather well. 

~ On the home front the MDM launched 
its non-violent “defiance campaign" on Au- 


$ 
Dy 
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y) 
. So much for a quiet election 
E - 36 


gust 2nd, when scores of sick black people 
arrived at white hospitals demanding treat- 
ment. The government turned a blind eye as 
more than 270 of them were admitted to the 
hospitals. The jubilant MDM promised simi- 
lar actions against nurses’ hostels and half- 
filled schools reserved for white children. 
The far-right Conservative party considered 
Mr de Klerk's strategy appalling weakness 
rather than flexible defence. 

Four days later 21 anti-apartheid activ- 
ists addressed a mass audience at a church 
service in Cape Town, in deliberate defiance 
of banning orders under which they are not 
allowed to talk to more than ten people at a 
time and must return home by 7pm every 
evening. "They have freed themselves," de- 
clared Archbishop Desmond Tutu. 

The MDM's activities abroad have also 
been provocative. On August 8th, at a meet- 
ing in Canberra, Australia's capital, eight 
Commonwealth foreign ministers said they 
would press for tighter financial sanctions 
against South Africa. They want foreign 
banks to impose more stringent terms for 
the repayment of South Africa's short-term 
debt of about $8 billion, charge the maxi- 
mum allowable interest rates, turn down 
South African requests to extend repay- 
ments over ten years, and refuse new loans 
or trade credits. (The committee, on which 
Britain is not represented, reserved judg- 
ment on a report calling for the phasing out 
of all trade with South Africa.) 

Before making up their minds, the for- 
eign ministers were addressed by three rep- 
resentatives of the MDM: Mr Max Coleman, 
Father Smangaliso Mkhatshwa and Mr Mo- 
ses Mayekiso. On the eve of his departure 
for Canberra, Mr Coleman warned the out- 
side world not to be deceived by Mr de 
Klerk's “fine words" and called for external 
intervention to bring about the “early 


capitulation of the apartheid government”. 

It was all pretty awkward for Mr de 
Klerk. He probably calculated that he had 
more to gain than lose by letting this delega- 
tion be issued passports so it could leave 
South Africa. His Conservative rivals see it 
more as a stupidity from which they can ex- 
tract electoral advantage. 

The minister for law and order, Mr 
Adriaan Vlok, has meanwhile blundered in 
his attempts to appear tough on Mr de 
Klerk’s behalf. He accused the Congress of 
South African Trade Unions, a member 
organisation of the MDM, of planning petrol 
bomb attacks, and threatened dire punish- 
ment against it. Lawyers from the congress 
promptly threatened to sue unless the minis- 
ter substantiated his allegation or retracted 
it. He retracted. 





Mozambique 


Inch by inch 


FROM OUR EAST AFRICA CORRESPONDENT 


HE fighters may be turning into talkers. 

Their contacts, in the safety of Kenya, 
are still indirect. After 14 years of horrific 
civil war it seems a small achievement. But 
recent changes in the Mozambican capital, 
Maputo, could soon turn it into something 
more than that. 

First a group of Renamo rebels, includ- 
ing their elusive leader Mr Afonso 
Dhlakama, appeared in Nairobi. There fol- 
lowed a delegation of government-blessed 
church leaders from Mozambique; then 
came Mr Robert Mugabe, the president of 
Zimbabwe. Mr Mugabe and the Kenyan 
president, Mr Daniel arap Moi, announced 
that the Mozambican groups would begin 
negotiations, and praised each side’s good 
intent. With that, the curtain fell. 

Behind it, the Renamo men and the 
Mozambican clergymen were secretly talk- 
ing. This is as close as the rebels and Mozam- 
bique’s ruling Frelimo movement have yet 
come to discussing peace. There is no 
warmth yet; but earlier and even more secret 
attempts to start negotiations were far 
slower-moving. 

The Nairobi talks-about-talks came 
soon after President Joaquim Chissano of 
Mozambique made his opening public bid. 
In July he told his ruling party’s first na- 
tional congress in five years that the war had 
killed perhaps 700,000 of Mozambique's 
15m people and turned another 1.6m into 
refugees. National output is about a quarter 
what it was when the Portuguese, not noted 


Correction 
Last week we called Mr Ali Bacher, managing direc- 


tor of the South African Cricket Union, an Indian, 
which he is not. Sorry. 
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for running prosperous colonies, pulled out 
in 1975. About a third of the country's peo- 
ple survive on food aid from abroad. 

Having marshalled those dire facts, Mr 
Chissano emerged from the congress with 
the party's endorsement for his peace initia- 
tive. That mainly seemed to involve a pledge 
to open talks with the rebels—but only, the 
president insisted, after Renamo has re- 
nounced violence. Therein may lie the rub. 
Renamo insists it will agree to a ceasefire 
only after arrangements are in place for 
power-sharing and free elections. Mr 
Chissano has given no indication that he is 
prepared to grant either, though he talks of 
an opportunity for former “bandits” to take 
part in public life. 

Mozambique's government is coerced 
by its own chronic penury. For its part, 
Renamo must be anxious about continua- 
tion of the foreign, allegedly South African, 
support that has sustained it. Both sides may 
therefore persevere in seeking a solution. At 
its congress Frelimo, once the self-styled 
“vanguard party’, formally shed its commit- 
ment to Marxism-Leninism. This should 
suit the rebels, who have long condemned 
communism. Frelimo has found the flexibil- 
ity to endorse some elements of free-market 
economics. Perhaps, these days, it is non- 
doctrinaire about negotiations too. 





Namibia 
Do it my way 


FROM A SPECIAL CORRESPONDENT IN NAMIBIA 


N THE desk of Mr Brian O'Linn, the 
forthright lawyer who investigates 


- complaints of electoral intimidation in Na- 


mibia, is a wooden plaque that says, "Be 
Reasonable. Do It My Way." All the main 
actors in the long drama that should bring 
the country to a democratic election in No- 
vember, and to independence next year, 
have appropriated his slogan. 

Namibians listen politely to the stream 
of visitors proffering advice. Underneath, 
all sides are tussling to make sure that the 
registration of some 650,000 voters, and 
then the voting for the constituent assem- 
bly, is done their way. The biggest tussle is 
over the role of the United Nations, whose 
Transitional Assistance Group (UNTAG) 
and special representative, Mr Marti 
Ahtisaari, are supposed to “supervise and 
control” the process. 

In reality the South African authorities, 
under Mr Louis Pienaar, the territory’s ad- 
ministrator general, are in charge of keeping 
order in Namibia; they will make the rules 
for the election and will run it. So far, Mr 
Pienaar has issued three main proclama- 
tions covering registration, the voting sys- 
tem and the assembly. UNTAG’s role is never 
mentioned, partly because the United Na- 
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United Nations in full swing 


tions is averse to being referred to in a proc- 
lamation by the South Africans. Back in 
1966, after all, the UN General Assembly de- 
clared South Africa’s mandate over South- 
West Africa “terminated”. 

Instead, Mr Ahtisaari resorts to ex- 
changes of letters with Mr Pienaar; they are 
printed in the territory's Official Gazette. 
On voter registration, for instance, the bluff 
Finnish diplomat declared a strong role for 
himself: "Supervision and control in this 
context means that the Special Represen- 
tative must at each stage, level and place sat- 
isfy himself that the conduct and the proce- 
dure of the voter registration are fair and 
appropriate." The suave Mr Pienaar wrote 
back, politely agreeing. 

[n practice things are not so simple. Reg- 
istration closes on September 15th, and 
more than half the estimated number of 
qualified voters have already been inscribed. 
Critics are alarmed to see carloads of white 
South Africans crossing the border to regis- 
ter. They can quite legally do so if they or 
one parent were born in Namibia; but under 
proportional representation they will hardly 
swing more than one or two seats in the 72- 
member assembly. Many more Angolans, 
loyal to the rebel leader Mr Jonas Savimbi 
and hostile to the Namibian nationalists of 
SWAPO, may have been allowed to register; 
but it will be almost impossible for inter- 
ested parties to object to fraudulent names 
within the three-week limit. 

Some 4096 of Namibia's voters are un- 
able to read and write. Clerks, most of them 
South African, fill in their registration cards 
and assure them that minor errors like an 
omitted signature will not cause them to be 
turned away from the polls. Such leniency 
may not be shown by the (mostly South Af- 
rican) presiding officers at polling stations. 
Under the draft rules, party agents are ex- 
cluded from polling stations, and illiterates 





must rely on the presiding officer to mark 
their ballots correctly. 

For a country wracked with the suspi- 
cions of a long war, the system demands 
considerable trust in the authorities. Mr 
O’Linn has been dealing with a crucial case 
of mistrust involving the chief electoral offi- 
cer, Mr Gert Visser. The Namibian news- 
paper has stated that, as a member of the 
National Security Council of the now dis- 
solved interim government, Mr Visser dis- 
cussed a strategy for denying SWAPO the two- 
thirds majority needed to dominate the 
assembly. Mr Visser's lawyer has diligently 
sought to postpone a hearing of the case, 
but Mr O'Linn persists. Mr Ahtisaari may 
face the question of whether he can certify 
as "free and fair” an election conducted un- 
der Mr Visser's hand. 

The United Nations would be extremely 
reluctant to invalidate the election. After a 
shaky start in April, UNTAG has performed 
creditably. An acceptable election would 
crown the achievement. 

When Mr Javier Perez de Cuellar, the 
UN secretary general, visited Namibia in July, 
human-rights lawyers and a Lutheran 
bishop asked him to insist on the removal 
from the police force of some 2,000 former 
members of Koevoet, a notoriously brutal 
counterinsurgency unit. Mr Perez de 
Cuellar is said to have implied that there 
was also intimidation by the nationalists of 
SWAPO, whose standing outside its loyal 
heartland among the Ovambos has not 
been improved by reluctance to reveal what 
it did with people it accused of being spies. 
The UN may be positioning itself to con- 
clude, as did the Commonwealth observers 
who oversaw Zimbabwe's election in 1980, 
that the balance of intimidation and mal- 
practice was even on both sides, so the re- 
sults should be accepted. 
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A. 14 may Te tearing down the 
barbed wire along its frontier with 
Austria, but Holland and Belgium are 
demolishing even the customs posts on the 
border they share. Drivers on the motorway 
linking Europe’s great seaports of Rotter- 
dam and Antwerp scarcely notice the fron- 
tier as they race past at 75 mph. That 

| border means as little as the 
one between England and 





sx Scotland ora state 
; w^ i line in America. 

imc KA It is often 
EM, hard to tell that 
ze - you are leaving 
yess. one Commu 
+- nity country and en- 

^ . tering another. There 


are some natural frontiers: the Channel, the == 


Adriatic, the Pyrenees, the Alps and the 
Rhine are the most obvious. But there are 
_ few man-made barriers that need deter the 
intrepid traveller. 
So your correspondent discovered. His 
, plan was to find unmanned crossing-points 
reen the Benelux countries, France and 
iermany ^on ordinary paved roads 








half a mind to do so 
. eoi ive through the Com- 
P: Arme d with. no 









i hi ghd p die | 
helin’s large-scale: maps ( 
little flags the authorised crossing- 
į points. Roads which have no 
little Michelin flag have no cus- 
j y toms post. In the- 
ory you are not 
supposed to cross 
. at. unauthorised 
points (road signs 

* ^ make that clear), 
but nothing is ac- 
‘tually there to 
stop you. Your 
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1992, ie people are supposed to be able to travel between EEC coun- 
nmolested by customs or immigration control. Some countries 
start on easing formalities, others have not. To get a feel for it all, we 
tcial. correspondent on a 600-mile zigzag t 
and where France, West Germany an 
one of the world’s greatest concentrations of borders 


three Benelux coun- 


correspondent located and used 
more than a dozen unmanned 
crossing-points between the 

five countries. The one excep- fly 
tion was the German-Dutch 7 
frontier, where every road, U z 
however minor, had its little ^ J j Ws 
flag. The easiest crossings are 
between the Benelux coun- 
tries, where checks anywhere are rare. 

It was simple to cross between Belgium 
and France along unguarded country lanes 
like the ones used earlier this year by the kid- 
nappers of Mr Paul Vanden Boeynants, a 
former Belgian prime 
minister. The kidnap- 
pers took him from 
Brussels to Normandy 

and back unde- 

. tected. The fron- 

== tier between Lux- 

* embourg and West 

Germany also has its open 

crossings; sometimes they are only a mue Or 

two away from one manned 
round the clock. 

Only. once did your cor- 
respondent's Michelin let him 4 
down—when he was trying to E» 
reach a flagless crossing in a re- 382 
gion between Germany and 
France. Near the frontier the ~ 
road indicated on the map gave 
way to a pitted woodland track, clearly 
unfit for ordinary cars. Was this the un- 


Ree a 


manned crossing? He decided to check it out - 


from the French side by back-tracking and 
crossing into France on a nearby main road. 
He soon found a road that looked as if it 
could lead back to Germany. Farmers waved 
as the car passed, and he drove through a 
wood on the crest of a hill. Once out of the 


trees, he began to notice that the cars had 


German number plates. The crossing did ex- 
ist, but it was a few hundred yards from 
where the Michelin map had sited it. 

In all, your correspondent made nearly 






have 


ugh the Commu- 


M modelling himself en t i 





30 frontier crossings, half ot on ma 
and half on unmanned ones; Hi 
bothered by an officer at a norma 
point, though his car was held up a 
were asked for their papers or had the 
checked. He was, however, caught. a 
unmanned Belgian-French crossing 
two-man team from the French i 
volantes (customs flying squads), w 
lay unsuspecting travellers as mu 
miles away from frontiers.. His. 
and British passport con 
duo that his intentions wet: 
Even if crossing to o 
West Germany is slightly 
some than moving : 
_lux three, things ar 
the traditional borde 


















































iner, stoppeth one ofthree. — . 

Yet this is already an. ‘improv 
the systematic checks of a few years a 
Crossing from Germany into Fra 
more time-consuming (and is far ch 
than queueing to go through one oft th 
gates that pepper the motorway netwo 
France, Italy or Spain. Inside Frar 
bers of the douanes volantes some 
up shop at motorway toll-gates for 
customs inspection. 

The easing of customs enters 
cent years has come in large part 
so-called Schengen agreement a 
Germany, France and the Benelux 
tries. These five Nod 













Signed in 1985. 
Schengen—in. the : 
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Where old customs die hard 

Freeish road travel: between the 
five contrasts sharply with the fus 
at some other EEC crossing-point ; 
the fussiest is Brussels airport, whic 
be a showcase for a frontier-free | 
nity. Passengers arriving fron 
countries can waste n ore t nat 
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EUROPE 


as each passport is checked against a com- 
puter listing. For EEC citizens, passport con- 
trol at London’s Heathrow airport is a de- 
light by comparison. 

Britain’s Channel ports, though, beat 
even Brussels airport for fussiness. Passports 
are systematically checked and cars have to 
pass through individual customs bays. This 
is a result of the feeling, regularly expressed 
by Mrs Thatcher at EEC discussions, that 
border checks are needed to fight terrorism, 
curb the smuggling of arms, drugs or immi- 
grants, and nab rabid pets. 

This argument would carry more weight 
if Britain did not maintain—with the Irish 
Republic—one of the most porous frontiers 
in the Community. Despite years of terrorist 
activity (or perhaps because of it), there are 
no systematic checks on the main roads be- 
tween the Republic and Northern Ireland. 
Minor roads across the frontier are alto- 


gether unguarded, though if they are desig- 


nated as “unapproved” they should not be 
used for cross-border traffic. The British ar- 
gue that they do not have enough officials 
and soldiers to man all the crossing-points. 

The British-Irish frontier—and your 
correspondent’s own trek—reinforce the 
view that people with something to hide can 
always find their way across an EEC border 
without resorting to extreme methods like 
dusk flights in light aircraft. Why then pay 
millions of taxpayers’ ecus to man crossings 
which serve only to check travellers hiding 
an extra bottle of booze or a video recorder 
bought in a lower-tax country? Getting rid 
of frontier controls could well mean net sav- 
ings for national exchequers. 

This is the view of the European Com- 
mission. Its idea is to remove controls be- 
tween EEC countries while tightening them 
at the Community’s external frontiers. The 
commission also recommends closer co-op- 
eration in fighting terrorism and drug traf- 
ficking. A system of random checks, not 
necessarily at frontiers, could also be used. 

The commission’s proposals will proba- 
bly encourage most Community countries 
to abolish intra-EEC land frontier controls 
for individuals—value-added tax controls 
for commercial traffic are a different prob- 
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lem—by 1992 or thereabouts. But the Brit- 
ish are likely to demur. Brussels officials 
forecast agreement on a dual system: land 
frontiers within the Community would be 
open, while some countries could choose to 
keep border checks for people travelling by 
sea or air from one EEC country to another. 
You cannot use your Michelin map when 
crossing the Channel. 
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East Germany 


A different sort of 
frontier crossing 


FROM A BONN CORRESPONDENT . 


F EAST GERMANY'S Mr Erich 
Honecker wants a rough measure of what 
his people think of the country he has run 
for the past 18 years, he need only stand at 
the frontier and count the pairs of heels 


flashing past. A record 90,000 East Ger- 


UU Fae 





mans are expected to emigrate to West Ger- 
many this year using the long legal route. 
And this summer more East Germans than 
ever seem to want to leave their depressing, 
repressive state in a hurry using short-cuts 
which the law of their land declares illegal. 
Since Hungary began dismantling the 
barbed wire on its border with Austria, hun- 
dreds of East Germans have used this new 
chink in the iron curtain to flee west. At 
West Germany's request Austria will not say 
how many, for fear of encouraging others 
who still risk being caught by Hungarian 
border patrols, handed back to East Ger- 
many and put in jail. However, some 400 are 
thought to have crossed illegally from Hun- 
gary to Austria during May, June and July. 
The number of East Germans escaping 
by the more traditional route, over the 
heavily guarded border between the two 
Germanies, has also soared since the order 
to shoot all would-be escapers on sight was 


lifted earlier this year. About 140 came ou’ * 


by this route in June, the latest month fo 


which figures are available, compared with ~- 


192 in the previous three months. 

Others, to the West German govern- 
ment's increasing embarrassment, have 
plonked themselves down in West German 


Where guns meet glasnost 


FROM OUR MOSCOW CORRESPONDENT 


P NORTH, Baltic autonomy-seekers 

have been an orderly lot, mostly 
sticking to the law and, so far, stopping 
short of calling for a complete split from 
the Soviet Union (though that has not 
stopped Russians in Estonia from 
downing tools this week in protest at new 
local voting laws that they claim discrimi- 
nate against them). Down in Georgia, sep- 
aratists are taking matters—and guns— 


into their own hands. If the break-up of 


the Soviet Union comes through vio- 
lence, Georgia is the place to watch. 

A general strike there has just ended. 
There have been armed attacks on Geor- 
gia's biggest energy project, a dam on the 
Inguri river. Mass demonstations in the 
capital, Tbilisi, have been calling for out- 
right independence. 

Among the Soviet republics, Georgia 
has best preserved the trappings of a na- 
tion-state. It has its own language (some 
say it is related to Basque) and script. The 
Georgian Orthodox church stands out 
from both the Islam of next-door Turkey 
and Azerbaijan and the atheism long 
preached from Moscow. Between 1918 
and 1921 Georgia was an independent re- 
public; the symbol of that brief indepen- 
dence—a red, black and white flag—flut- 
ters everywhere. 

Until recently, though, Georgian na- 


TBILISI 


tionalism was a matter of sentiment rather 
than of organisation. That has begun to 
change. The most radical of seven new 
groups which aim to overthrow Soviet 
rule is the wonderfully named Society of 
Saint Ilya the Righteous (Ilya Chav- 
chavadze, a writer, was murdered by 
Marxists in 1908 and canonised by the 
Georgian church). Its leader, Mr Zviad 
Gamsukurdia, is a veteran dissident and 
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Georgia shows its colours 
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diplomatic missions in Eastern Europe and 
are refusing to leave until they are guaran- 
teed safe passage to West Germany. Up to 
200 are holed up in the West German em- 
bassy in Budapest and an unknown number 





the son of Georgia’s best modern 
novelist. A Popular Front, mod- 
elled on similar groups in the Bal- 
tic, was established in June and al- 
ready has 50,000 members. In July 
an organisation was set up to de- 
mand a free election to the local so- 
viet (council). 

These groups want full indepen- 
dence (though not all of them say 
so openly). In the Baltic, the local 
Communists have done well by 
associating themselves with the 
push for autonomy. But in Georgia 
the Communist party has so far 
been afraid either to join the inde- 
pendence movement or to suppress 
it. Russian-commanded troops 
tried suppression on April 9th by 
attacking a nationalist demonstra- 
tion in Tbilisi with poison gas and 
sharpened shovels. This killed 20 
people, temporarily united the nationalist 
movement and gave it new martyrs. 

Without joining them, the Commu- 
nist party has nevertheless tried to blur 
the boundaries between itself and the in- 
dependence-seekers. When the Popular 
Front was set up, the new party boss, Mr 
Givi Gumbaridze, sent a message of con- 
gratulations—to an organisation dedi- 
cated to his party's overthrow. Another 
opposition group, the Rustaveli Society, 
was founded by the Communist party, 
but it was taken over by separatists in 


March. Last month Georgia's Commu- 
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in the embassy in Prague. With 130 people 
camping on its premises, West Germany's 
mission in East Berlin this week closed its 
doors to the public. 

Many refugees were acting on a panicky 
now-or-never impulse. East Germans widely 
believe that their government will soon 
clamp down on travel to Hungary. There is a 
growing fear, too, that Soviet, Polish and 
Hungarian reforms might fail, bringing an- 
other conservative backlash. All of this pro- 
duces a new sense of uncertainty. 

When the East German government re- 
vised and partly liberalised its emigration 
rules at the beginning of this year, more 
than 1m people (about 6% of the popula- 
tion) are believed to have applied to go. 
When the deadline for a decision expired in 
June, hundreds of thousands who had been 
turned down saw their hopes of leaving le- 
gally vanish for the foreseeable future. The 
summer holidays provided a chance for 
some to try their luck by other means. 

East Germany’s rulers face a dilemma. 
Unless they tighten up on travel, more of 
their people will leave. But if they do tighten 
up, frustration at home and pressure from 
their neighbours in both West and East will 
grow. This year an unprecedented 1.5m East 


RUSSIAN REPUBLIC 


um 





nist party followed the Baltic comrades' 
example and asked for economic indepen- 
dence, including a separate currency. But 
in Georgia the nationalists are unwilling 
to work through the party. Sooner or 
later, conflict looks inevitable. 

Georgian assertiveness has caused vio- 
lent protest among the non-Georgians 
who are a third of the republic's 5.3m peo- 
ple. At Georgia's western end is an auton- 
omous area called Abkhazia, home of a 
minority with a sense of identity as strong 
as that of the Georgians themselves. The 
Abkhazians account for only 1796 of the 
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Germans below retirement age (pensioners 
can come and go as they please) are being - 
allowed to visit relatives in West Germany. - 
That is no help to those who have no family 
ties to ease their passage. West Germany 
thinks that the only way to encourage disaf- 
fected East Germans to stay put is for Mr 
Honecker to start reforming at home. Not 
much chance of that. i 





Soviet Union 


Show-time 


A, 


D WAS a tired but reasonably satisfied — 
Mikhail Gorbachev who brought the 4 
momentous first session of the Sovie = 
Union's new parliament to a close on Au- 
gust 4th. No, he said, the government had - 
not panicked in the face of last month's - 
huge miners’ strikes. But, yes, there wa: d 
“alarm” in the leadership at the damage fur- 
ther strikes and nationalist unrest could do. 
Especially in the past six weeks, he admitted, - 
“we have, to put it quite frankly, literally not | 
had a single quiet day.” Since the dramas - 
taking place outside parliament had been in- 


population of the area, but they — 
hog the leading government jobs. _ 
They also keep close ties with Mos- 
cow: Abkhazia is the Soviet Rivi- 
era, where top officials go on 
holiday. 

On June 15th, after the Geor- 
gian faculty of the local university 
proclaimed itself a branch of Tbilisi 
university, armed Abkhazians at- 
tacked Georgian students prepar- 
ing for exams. In clashes all over 
the region, 21 people died and 
more than 400 were wounded, 
most of them Georgians; 3,000 So- 
viet troops had to be sent in to pre- 
vent a bloodbath. Guns, it seems, 
have become widely available. Ina | 
village near Sukhumi a cache of | 
170lb of explosives and 550 deto- || 
nators has been unearthed. 

Violence has also erupted in the 
south of Georgia: one person was killed in 
a recent fight between Georgians and 
Azerbaijanis, who dominate several dis- || 
tricts. In the north there have been | 
clashes between Georgians and Ossetians. | 

The Transcaucasus is full of these ten- 
sions. For hundreds of years the people 
who live there have struggled to keep their 
various senses of identity alive at the 
crossroads of the Russian, Ottoman and 
Persian empires. For the past 70 years the 
Soviet Union has imposed its power on 
the region by force. As it takes off the lid, 
the pot is boiling over. i 
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E. rebroadcast in impassioned 
speeches by deputies, Mr Gorbachev 










s. 
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— buro member who leads the new “inter- 
regional group" 


i of the worst national and industrial un- 


wonder out loud whether organised 


E muttered darkly that by letting people 


was no doubt relieved to silence the mi- 
crophones for the summer recess. 
Was it only coincidence that some 


rest flared just as the parliament was get- 
ting going? There has been enough 
funny business for some Russians to 


provocateurs were out to sabotage Mr 
- Gorbachev's political reforms. Others 


spout whatever nonsense they liked in 
. parliament, and by showing almost all of 
it on television, Mr Gorbachev had only 
. himself to blame for his troubles. 

Yet Mr Boris Yeltsin, an ex-Polit- 


of radical deputies, 


complained this week that the whole thing 


Hu 


^ 


= was stage-managed. As soon as anybody 
made some bold contribution, he claimed, 
an "organised" speaker intervened. 

Mr Yeltsin put his finger on the parlia- 


E , ments chief weakness: no amount of elo- 


| |A world of his own 





|J OR France, something good had to 


" | | come out of the rottenness of wartime 


- collaboration with the Nazis. When Gen- 


|| eral Charles de Gaulle took power at the 





liberation, he barred France's leading pre- 
war newspapers from resuming publica- 


S | . tion because they had been soft on Hitler. 
"i 


Make me a quality newspaper, the general 
admonished his information minister. 
And lo, something good came: Le Monde. 

Its enduring quality is the work of Hu- 

bert Beuve-Méry, the man tapped by de 
| Gaulle to lead the moral resurrection of 
| theFrench press. The choice of this rigor- 
| | ous resistance man, an ex-foreign cor- 
| respondent, turned out to be distressing 
for the general. Beuve-Méry was too much 
his own man to please people whose job is 
running France. 

Le Monde's founder died last week, 
leaving behind him one of Europe's most 
influential newspapers. It looks scarcely 
less austere than he made it in 1944. Not 
for him the extravagant circulation-buy- 
ing ruses of the Murdochs, Maxwells and 
other European press barons. Le Monde 
is a co-operative which prizes its indepen- 
dence above all else. A few years back it 
sold its building near the Opéra and of- 
fered shares to readers to rescue itself 
from financial trouble. Under its current 
editor, Mr André Fontaine, the newspa- 
per is nicely back in balance with a daily 
circulation of some 400,000. It still spurns 
pretension. The morning editorial confer- 
ence is held with everyone standing, a 

















A taste of democracy 


quent speeches can alter the fact that, since 
close to 9096 of deputies are also Commu- 
nist party members, when push comes to 
vote Mr Gorbachev can rely on a built-in 
majority. No one was surprised, therefore, 
when many of the more outspoken deputies 








monk-like tradition introduced by the 
founder. 

Since French governments instinc- 
tively deem it their right to influence 
broadcasting and the press, Beuve-Méry 





elected to the congress failed to win a 
seat in the 542-member inner parlia- 
ment, the Supreme Soviet, where most 
of the real work gets done. 

That has not spoiled the show for 
ordinary folk. One deputy likened par- 
liament's effect on the country in the 
first couple of weeks to a national strike: 
nobody was doing any work; everybody 
was glued to the television set. It was, 
after all, quite a spectacle. 

When the 2,250 newly elected depu- 
ties to the Congress of People's Depu- 
ties assembled for the opening session in 
May, first to the microphone was Mr 
Andrei Sakharov, once a reviled dissi- 
dent, now an honourable member for 
the Academy of Sciences. One brave 
deputy, a former weightlifter, Mr Yuri 
Vlasov, had the courage to stand up in 

public and liken the KGB to an “under- 
ground empire” stained with blood. Speak- 
ers from around the country revealed t 
depth of the Soviet Union's troubles. As t 
tension of the miners' strike mounted, So 
viet viewers could look on as impassioned 


needed all his single-mindedness to resist. 
He made Le Monde a counter-power 
which despite its centre-left soul has never 
fallen into partisanship. Even de Gaulle, 
no mean authoritarian, found Beuve- 
Méry a martinet. One day the exasperated 
general likened him to Goethe’s 
Mephisto, giving him a public dressing- 
down for always being against govern- 
ment policy. 

This was true only in part. His newspa- 
per angered policy-makers by, for exam- 
ple, pressing for decolonisation and re- 
vealing the French army’s torture strategy 
in Algeria. But he was dead in line with 
official thinking in his deep wariness 
about the American presence in Western 
Europe, a position that earned his publi- 
cation a neutralist, anti-American reputa- 
tion which Mr Fontaine has corrected. 
After pouring scorn on France’s 1968 stu- 
dent revolt (who are these thugs? he 
asked), Beuve-Méry retired from the edi- 
torship almost as soon as de Gaulle retired 
as president, though not out of regret for 
the departed leader. 

Beuve-Méry died at 87. He remained 
Le Monde’s spiritual father, and had the 
use of a little upstairs office until the end. 
Assuming the place of the weightiest fig- 
ure of twentieth-century French journal- 
ism has not been easy. Mr Fontaine, a 
broad-minded internationalist who has 
reinvigorated Le Monde intellectually, is 
himself due to retire soon. There is no in- 
disputable choice from within the paper 
to replace him. There has even been talk, 
whisper it low, of looking outside the tem- 
ple for a new archpriest. 
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deputies from the striking coalfields put the 


miners’ demands before parliament. 

= When the Supreme Soviet eventually 
got round to considering the new govern- 
ment proposed by the prime minister, Mr 
Nikolai Ryzhkov, a clutch of would-be min- 
isters found themselves ignominiously voted 
down. Others, including the defence minis- 
ter, General Dmitri Yazov, scraped through 
only by a last-minute rule change. All good 
clean knock-about politics. 
— Parliament was the first to hear how 
much the Soviet Union claims to owe in 
hard currency, and what it now claims to 
spend on defence. It heard, too, that the 
budget deficit is soaring towards 1496 or so 
of GNP. Answering a technical point that 
arose during General Yazov's confirmation 
hearing, Mr Gorbachev chatted quite hap- 
pily about who was who on the Defence 
Council, as if that had not been a closely 
guarded national secret for years. 

— Such nuggets of information are bound 
to multiply as parliament and the 14 com- 
mittees set up to oversee everything from 
housing to the armed forces and the KGB get 
into their stride. When the Supreme Soviet 
reconvenes in late September it will have a 
mountain of proposed new legislation to 
tac de: revisions to the constitution, a new 
law on the press, regulations on taxation, 
easing, local government, the environment 
and much more. Mr Gorbachev designed 
the new parliament to put the wind up party 
bureaucrats who have been resisting his re- 
forms. Did he expect the wind to blow quite 
so st 'ongly? 
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Get thee from 


a 
the nunnery 
b , 
TT IS often little events which bring big 
A bother. The nasty little dispute about the 
Carmelite convent next door to the site of 
the Nazi death camp in Oswiecim (Ausch- 
witz) in Poland is still threatening to do just 
that between Catholics and Jews. Last 
month seven New York Jews, led by a rabbi, 
attempted to make a symbolic occupation of 
the convent building, which served as a 
camp store during the war. They were pro- 
testing against the nuns’ failure to move out, 
as they were supposed to under a 1987 
agreement between Jewish and Catholic 
leaders in Geneva. That agreement said the 
nuns would leave within two years, in defer- 
ence to the fact that many Jews resent their 
"presence at a place where so many Jews died. 
But the deadline, at the end of February, 
passed, and the 14 nuns are still there. An 
extension to give the nuns more time to find 
‘new accommodation—negotiated by Cardi- 
nal Decourtray, the Archbishop of Lyons, 
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RIP, Soldier John | 





FROM A CORRESPONDENT IN HOLLAND 


HE British embassy in Holland has 

an unusual guest: the skeleton of a 
British soldier of the first world war. It 
was stolen from a macabre museum dis- 
play case by an Anglophile Dutchman, 
Mr Jon Bluming, who was wounded 
three times in the Korean war. He wants 
the skeleton, which has spent the past 
four years on show at a private museum 
in the northern Dutch town of Schagen, 
to be given an honourable burial. 

The museum's French curator exca- 
vated the skeleton from the site of the 
battle of the Somme, and ghoulishly dis- 
played it dressed in a greatcoat. Its na- 
tionality was rather dubiously deduced 
from a set of military buttons found in a 
nearby trench. "Soldier John in uni- 
form" drew visitors and controversy. 
People pointed to one of the Geneva 
conventions on war, which says that 
bodies of the dead should be properly 
buried, and argued that the museum's 
prize exhibit was illegal. The British em- 
bassy in The Hague asked the 
Dutch authorities to send the skel- 
eton for burial to the office of the 
Commonwealth War Graves 
Commission at Ypres in Belgium. 
‘But three years and much paper- 
work later the skeleton was still on 
show. 

Appalled, Mr Bluming set out 
for the museum along with three 
ancient commandos from the Ko- 
rean War Veterans’ Association. 
“While one of my comrades-in- 
arms distracted the chap at the 
ticket counter by spinning him 
yarns and showing him old war- 
time photographs, I nipped up- 
stairs, removed the skeleton from 





one of the signatories of the 1987 agree- 
ment—passed last month, with no removal 
vans in sight. Is the reluctance to move just a 
result of a housing problem, or plain Polish 
inefficiency? The Jewish demonstrators 
think not. They suspect darker motives—at 
the very least a reluctance by Polish Catho- 
lics to be seen giving way to Jewish pressure. 

The demonstration ended with the Jew- 
ish contingent being forcibly ejected by Pol- 
ish workmen repairing the building. An- 
other Jewish demonstration by students 
from Western Europe ended peacefully, but 
without result. The Vatican and Catholic 
bishops have since been deluged with mes- 
sages by Jewish groups saying that Catholic- 
Jewish reconciliation, which has made good 
progress since the 1962-65 Second Vatican 
Council, could be set back if the convent is 





Not in the best 








its makeshift display case and carried it 
out hidden under my coat.” 

The district attorney offered not to 
prosecute Mr Bluming and his friends so 
long as they returned the skeleton intact. 
Mr Bluming locked the skeleton in his 
cupboard. He unlocked it only after as- 
surances by British embassy officials that 
they would take care of what was left of 
Soldier John, which now comprises the 
skull and a few bones. “They shook me 
warmly by the hand and congratulated 
me for my trouble." 

The Dutch authorities are said to be 
none too pleased with the embassy's joy- 
ous acceptance of stolen property. Still, 
the British are asking the Dutch for offi- 
cial approval for Soldier John to go to the 
War Graves Commission, which would 
have to satisfy itself of the skeleton's Brit- 
ish nationality before giving it a burial 
with full military honours. Mr Bluming 
says he will not rest until Soldier John 
does, in peace. 
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not removed instantly. Pressure is also being 
put on the Polish government to do its bit to 
get the nuns out. 

The Polish government does not want 
to make influential enemies in the West. But 
nor does it want, given Poland’s present fra- 
gility, to be seen to be pushing around the 
powerful Catholic church. Church leaders 
seem at last to have woken up to the need 
for action. A senior Polish bishop in charge 
of relations with Jews has said that a site for 
the new convent has been acquired: a field 
currently under corn, but carrying a large 
sign with a model of the new convent. He 
pleaded for more tolerance and patience 
from Jews. The implication that the nuns 
will stay put for the time being is unlikely to 
pacify Jewish militants. 
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Aw "Prime Minister Ryzhkov shocks Western ‘pankers: with | de release of Soviet 
E hard-currency debt and debt service figures far above. Western estimates.. With $80. 
: billion-plus in hard-currency assets (including gold). against. $43-57. billion in. 
hard-currency liabilities, the image of the Soviet Union as a heavily indebted country is 
grossly exaggerated." 


PlanEcon Soviet Trade and Finance Review, July 1989 


MACRO TRENDS ‘Although the Soviet plan for 1989 calls for only a 0.9% increase in average monthly 

wages and salaries, during the first quarter of 1989 average monthly wages increased 

by 9.4%, from 214 to 234 rubles... There is no way around it--in order to restore incentives 

to Soviet labor, growth of wages has to be brought in. line with the growth of labor 
productivity.” 

PlanEcon Review and Outlook Fall 1989 


‘Aggregate Soviet. gross energy exports increased by 9.0% in 1988 in terms of tbdoe, 
with exports to non-socialist countries up by 18.3%. The largest increase in non-socialist 
exports was registered in Oil--22.5%, followed by coal-- 1 7.7%, natural gas--6. 4%, and 
electric power--6.096." 

PlanEcon Long-Term Energy Outlook, Fall 1989 





CHEMICALS "Over $11 billion worth of chemicals were imported from the West i in 1988 bythe Soviets 
E and East E uropeans. Looking at the record, chemical imports appear to be i impervious 
to financial crunches and are expected to grow steadily i in the future.” 

PlanEcon Chemical Review Volume ll: Eastern Europe, Summer 1989 


TECHNOLOGY "Trends in imports of Western machinery are ayaa to vary widely over the next five 

5 years. Soviet imports will increase 31% over the period (imports were $9.2 billion in 
1988); Romania 270% ($0.5 billion in 1 988); Yugoslavia 91% ($3.1 billion); Poland 65% 
($2.0 billion); Czechoslovakia 42% ($2.2 billion); East Germany 30% ($2.9 billion); 
Hungary 15% ($1.5 billion); and Bulgaria will decrease imports 39% over the next five 
years ($1.0 billion imports in 1988)." 


PlanEcon Technology Service, Summer 1989 


INVESTMENT ‘Hungary is offering up to one-third of its industrial capacity to Western firms for minority 
equity stakes or outright acquisition. With current fully-loaded hourly labor costs at $1.50, 

there are profitable opportunities for businesses requiring comparatively cheap yet 
skilled labor in Hungary.” 


PlanEcon Investment Advisory Service: Hungary, Summer 1989 


SEMINAR The Fall 1989 PlanEcon European Seminar, organized jointly with DRI, will focus on 

| privatization and investment opportunities for Western firms in Eastern E urope and the 
Soviet Union (including outright mergers and acquisitions, joint ventures, and minority 
equity stakes). November 14-16, 1989, Frankfurt, West Germany. 
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: For more information and free PlanEcon sample products, return this form to either address below: 
lanEcon, Inc. DRI Europe, Ltd. 
1111 Fourteenth Street, NW. 30 Old Queen Street 
. Washington, D.C. 20005 U.S.A. | | St. James's Park 
Phone ede 898-0471 /FAX (202) 898-0445 London, SW1H 9HP 

i Phone (441) 222-9571 
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Niech zyje wiosna: Long live spring 


TH a great sigh of relief, happy liberals are 
declaring that Hannah Arendt must have 
been wrong after all. The totalitarians, wrote that 
wise but over-despairing lady in 1951, as she looked 
at Stalin and his henchmen, had found a way of 
staying on top for ever. The one-party system, con- 
trolling not only politics and the economy but also 
the journalists, the judges, the women’s associations 
and youth leagues and anglers’ clubs (yes, that still 
happens in Czechoslovakia), could go on forcing 
the party's mad certainties down people's throats 
from now to eternity. 

[n this summer of 1989 that seems splendidly 
wrong. One ruling communist party, Poland's, has 
accepted a near-100% defeat in the free part of the 
communist world's first-ever semi-free election, and 
as a result will almost certainly have to let non-com- 
munists take over the government before very long. 
Another communist country, Hungary, has prom- 
ised a fully free election next year. In Russia Mr 
Mikhail Gorbachev still insists on the one-party sys- 
tem, but the first session of his new parliament has 
released a cheering volume of free speech within 
that party. Even the disaster in Tiananmen Square 
showed that, though China's old men could crush 
opposition, the opposition was still there. 

Hannah Arendt was indeed probably wrong, 
but the escape from totalitarianism is a tougher 
business, and for some of its victims a remoter hope, 
than the optimistic liberals of 1989 tend to think. 
This survey deals with the eight-country region 
which lies between the Soviet Union and demo- 
cratic Europe. It concentrates on the three of those 
countries where change is visibly taking place (Po- 
land, Hungary and, in a one-legged sort of way, Yu- 
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goslavia), and two where it is not but, if Hannah 
Arendt was wrong, change will eventually have to 
come (Czechoslovakia and East Germany). Roma- 
nia gets an article of its own, because that Paraguay 
of the communist world fits into no convenient cat- 
egory. Bulgaria and Albania get apologies for being 
largely ignored, since nothing much is happening 
there except some Bulgarian beastliness to Turks 
and, even if it did, it would not have much effect on 
the rest of the region. 

On two counts this area deserves special inter- 
est. It is closer to democracy, both on the map and 
in historical experience, than any other large chunk 
of communism. And, if some or all of these eight 
countries make the leap to pluralism, that will 
change the post-1945 shape of the world. Europe 
will be more or less whole again, at least up to the 
limits of Muscovy. The Soviet Union, whether it 
stays communist or goes pluralist, will still be a great 
power, but its power will have sharply contracted. 
The United States will still be needed in Europe, but 
less to redress Soviet power than as an example of 
restless vitality for still sluggish Europeans. This is 
why what happens in Eastern Europe is the core of 
the hope that Hannah Arendt was wrong. 

The two visits to Eastern Europe on which the 
survey is based changed the writer's mind in several 
ways. To begin with, trying to guess which countries 
are likeliest to break out into pluralism proved un- 
expectedly tricky. Poland and Hungary are obvious 
candidates but the idea that Yugoslavia has an 
equally good chance looks, on closer inspection, 
much more dubious. 

Yugoslavia had seemingly so much going for it: 
a benignly weak central government, lively Slovenes 


It has been a 
bitter 40-year 
winter for 
Eastern Europe. 
Brian Beedham 
looks at the 
where, how and 
when of an 
uneven thaw 








ea? “lance 1 The aye is that the central 
ernment of this loosest of confederations is too 
„weak: It can do nothing either to control t 
passions that divide the country's different nation- 
alities or to cure its disaster of an economy (this 
year’s inflation figure will be around 1,000%). The 
question in mid-1989 is not whether Yugoslavia as a 
whole can move smoothly towards democracy. It is 
whether it will get brusquely pulled together by a 
new and much more authoritarian government, or 
slide further towards disintegration. 
Czechoslovakia, on the other hand, has a better 
chance than most people realise. This is not because 
its communists have any wish to change their ways, 
‘or because its anticommunists are yet tough 

















‘enough to force them to. It is because of Mr Gorba- 


chev. The Soviet leader has seen that even Czecho- 
slovakia’s relatively modern economy is sinking into 
incompetence, and he does not want another bas- 
ket-case on his hands in the 1990s. The evidence in 
Prague is that Mr Gorbachev is therefore telling 
Czechoslovakia’s leaders to get moving. The most 
hopeful view, that this will produce dramatic results 
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” “Phen there is the matter of which sort of change 
a P communist country should concentrate 
on first, the political or the economic sort. Most 
people in the West have assumed that economic 
pluralism inevitably leads to political pluralism, be- 
cause people free to choose how they run their 
farms or factories will insist on choosing their gov- 
ernments too. This summer’s experience in China 
suggests that they may try to insist, but fail. The 
restructuring of a large part of the Chinese economy 
did not stop China’s unreconstructed communist 
party sending the tanks into Tiananmen Square. 

Mr Gorbachev may be doing things more 
shrewdly in Russia. He has left the Soviet commu- 
nist party's formal monopoly of power intact, but he 
is letting different points of view take shape within 


the party. He may thus be isolating the conserva- 
tives who will want to resist the economic changes, 


including a radical reform of the price system, that 
are his urgent next task. 

This affects the favourite betting-game in East- 
ern Europe: will Poland or Hungary be first to make 
the breakthrough to pluralism? Hungary, says the 


Warsaw pact 


Non-Warsaw pact 


[ 0.0 | Population m, 1987-88 
Sources: ILO, IMF 
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smart money. For most of the past few years the 
Hungarians have been ahead of the Poles in intro- 
ducing the machinery of economic reform. But their 
ability to stay ahead depends on whether the re- 
forming wing of their communist party can keep the 
party's conservatives on the run: the non-commu- 
nist opposition is still too tiny to set the pace. In 
Poland, on the other hand, a powerful force outside 
the party—the Solidarity movement—has insisted 
on being taken into the business of saying what re- 
form should consist of, and ensuring that it gets 
done. That seems a better guarantee of continuing 
change. For the moment, Poland is a Polish nose 
ahead of Hungary in the great race. 


The wound to the spirit 


The bleakest new thought the survey-writer brought 
back from Eastern Europe is that the main obstacle 
to freedom's return is neither political nor eco- 
nomic, but something deeper. It is much easier to 
ram people into the pen of totalitarianism than it is 
to coax them out again. To shove them in, you an- 
nounce that many of the decisions which individ- 
uals used to make for themselves will now be made 
by the instruments of the state; you set up those in- 
struments; you send the disobedient to prison, or to 
the firing squad. To put the process into reverse— 
to persuade people to resume the responsibility for 
decision-taking—is turning out to be far harder. 

All over Eastern Europe one hears stories mak- 
ing this point. In Poland a repentant communist 
boss describes how difficult it was, after that coun- 
trys brief experiment in agricultural collectivisa- 
tion, to get the farmers to take the land back into 
their own hands. In Hungary the current general- 
secretary of the party says that the workers' councils 
which nominally own most Hungarian factories 
make no real effort to get them working properly. In 
Yugoslavia communists wonder why, after their 
own experience with workers' councils, Hungary 
should have wanted to imitate them. 

When the western visitor mildly observes that 
people cannot be expected to show energy and en- 
terprise unless they are given proper incentives, it is 
explained that this is only part of the problem. In- 
centives or not, 40 years of the system—70 in Rus- 
sia—seem to have drained away something vital. Re- 
forming governments pass laws to encourage the 
growth of a private sector, but depressingly few new 
private businessmen step forward. The govern- 
ments announce the break-up of the huge old loss- 
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Lovely, misérable Prague 


making state conglomerates, and tell the smaller 
riew units to compete with each other; but most 
managers go on doing exactly what they did before. 

Not many human beings actually enjoy taking 
risks, trying unfamiliar things, working late rather 
than going home early. Almost everybody of work- 
ing age in Eastern Europe has spent his life in a job 
which demands little except casual obedience. 
When a system based on the issuing of orders sud- 
denly barks “Make up your own minds!", it is not 
surprising that the first reaction is a stunned apathy. 

The East Europeans, many of them, will fight 
their way out of the daze. Nothing in the human 
condition is permanent. The determinism that Han- 
nah Arendt railed against in 1951 believed in per- 
manent solutions. The solutions it chose are start- 
ing to crumble in front of its eyes. The liberation is 
coming; but it will take time, it will suffer zig-zags, 
and it will often be incomplete. The next two arti- 
cles look at what needs to be done to start the eco- 
nomic sort of liberation, and how far the different 
countries meet the test. 





The valley of bones 


I WILL take magic to re-create competitive econ- 
omies out of the Leninist graveyard of Eastern 
Europe: the magic of people remembering that hard 
work generally makes you better off, that there is an 
alternative to waiting to be told what to do, that 
riskier can mean richer. Even the best-intentioned 
government can do no more than put together the 
skeleton of a workable economy, and hope the spirit 
infuses it. Here are the bare bones of what has to be 
done, with an account of where the main countries 
stand in the resurrection business. 
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e Reviving the private sector. The law has to be 
changed, not only to make it clear that private own- 
ership of the means of production is now respect- 
able but, even more important, to make sure that 
private businessmen can get access to labour, capi- 
tal, machinery and raw materials. This includes rais- 
ing the hitherto rigid limit on the number of work- 
ers they are allowed to employ, and if possible 
removing the limit altogether. It also means a legal 
promise that private companies will be the equal of 
state ones when it comes to getting hold of whatever 
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else they need to do the job. 

Poland is doing best here. Its law promising 
equal treatment to private companies is on the stat- 
ute book, so these companies have full legal equality 
with state enterprises and can in principle (none is 
anywhere near it in practice) employ as many people 
as they like. Hungary is slightly behind, having legis- 
lated for equal access to everything except labour, 
where it sets a limit of 500 workers per private com- 
pany. In most of Yugoslavia's republics the figure is 
still only 20 or so, and the promised equal-access law 
the government had hoped to enact in June was still 
hanging fire at the end of July. 

Czechoslovakia allows only family businesses, 
with no outside employees, and its proposed version 
of perestroika will keep any expansion of such mini- 
capitalism "under the supervision of the party”. 
East Germany firmly says it needs no perestroika at 
all. Bulgaria's President Zhivkov told America’s 
deputy secretary of state last year that the private 
sector would eventually take over all Bulgarian in- 
dustry; but Mr Zhivkov is a whimsical fellow, and 
nobody but that trusting American believed him. 

Even the most liberal of these measures has not 

yet generated much new native capitalism. Hunga- 
rys new private-enterprise law produced only a 
handful of serious new companies in its first six 
months (not counting co-operatives relabelled “pri- 
vate"). Poland's has had an equally sluggish re- 
sponse. In both countries, and in Yugoslavia, peo- 
ple hope that the private sector outside agriculture 
might double its present 4-7% of gross domestic 
product, not counting the black market, by some 
time in the 1990s; but you can see the crossed fin- 
gers trembling. 
@ Opening up the public sector. Even the most 
reform-minded East European communists reckon 
that the public sector, in one shape or another, will 
continue to dominate their economies for years to 
come. For any economic revival it is therefore essen- 
tial to break up huge inefficient public-sector indus- 
tries into smaller units, and make them compete. 

The demonopolisation job has been tackled 
with gusto in several countries. Poland has created 
several hundred enterprises out of a relative handful 


of old conglomerates. Hungary has so far been 
slower but even the tip-toeing general-secretary of 
its communist party, Mr Karoly Grosz, now says he 
is fed up with the conservatism of “the captains of 
industry”. Czechoslovakia, so much more cautious 
in everything else, says it intends to cut the average 
size of its now vast production units to 4,000-6,000 
workers each . 

Alas, smaller units are by themselves no solu- 
tion. Too many loss-making state companies, what- 
ever their size, are still kept artificially alive by subsi- 
dies because the government is frightened to close 
them down. This year Hungary will spend a tenth or 
more of its budget on production subsidies (not 
counting subsidies for consumers) In Poland, 
where figures are harder to come by, the drain will 
probably be even bigger. Poland's deputy prime 
minister for the economy said recently that, to cut 
the subsidies, a dozen coal mines and assorted other 
enterprises are to be shut down but “the details 
have to be worked out". Nobody this correspon- 
dent saw in Belgrade, government minister or uni- 
versity economist, knew what Yugoslavia's indus- 
trial subsidies add up to. 

This is vital. Unless the subsidising is stopped, 
demonopolisation cannot achieve its main purpose, 
which is to weed out inefficient producers and liber- 
ate resources for efficient ones. But even if the subsi- 
dies do eventually get stopped, and the loss-makers 
die, there is still no guarantee that the survivors will 
behave as the reformers want them to behave. 

How state companies in a communist country 

are to operate efficiently is a question that reaches 
down to the fundamentals of control and owner- 
ship. A growing number of communist reformers 
are starting to say there is no answer short of privati- 
sation. In Poland a law has been passed this year 
authorising the conversion of public-sector firms 
into a different form of ownership. The Hungarian 
and Yugoslav governments say they want to pass 
such laws, but have not yet succeeded.:In most 
cases, however, the reformers are groping for half- 
way houses, somewhere short of full private owner- 
ship. See the next article for why they hesitate, and 
why they may have to stop hesitating. 
@ Price reform. No real competition is possible be- 
tween companies, private or state-owned, until most 
of the prices of what they buy and sell are set by the 
market. If bureaucrats' guesses go on fixing any sub- 
stantial number of prices, the economy is like a man 
stumbling around in a blindfold. 

Here the prospects look rather better. The best 
economist on the Polish Politburo says that 9096 of 
all his country's prices should be free by 1993; the 
end-July figure was about 5096. The Hungarians 
claim that they have already liberated nine-tenths of 
their producer prices, though dithering at the top of 
the party has left them stuck with too many artifi- 
cially fixed consumer prices. If the economic reform 
Czechoslovakia promises next year really hap- 
pens—a large if—the Czechs say they will move 
from their present mere 10% of free prices to 80- 
85%. Anarchic Yugoslavia already has something 
close to a free-price system. Compared with Mr 
Gorbachev’s agonisings over price reform in Russia, 
this is all fairly encouraging. 

What makes Mr Gorbachev agonise, of course, 
is the fact that in an economy of shortages the indis- 





THE ECONOMIST AUGUST 12 1989 










vitability sti more inflation. This year’s inflation 
Joc Hungary: looks like being about 16%, for Poland 
an alarming 100%-plus, for Yugoslavia an awful 
.1,00096. The result? Demands for wage indexation, 
7 ither the official or the nod-and-wink kind; strikes, 
sit-ins and trouble in the streets; and gleeful anti- 
reform communists shouting ' "We told you so”. 

~~ Yet there is no alternative. Almost certainly, 
< | putting off price liberalisation means delaying the 
^ |" longed-for upsurge in production and making the 
inflationary burst even worse when it comes. All a 
reforming government can do is limit the size of the 
inflation—end those budget deficits! —and turn the 
people who have hoarded the unspendable money 
created by past deficits into genuine savers, by giv- 
ing them something (shares, for instance) to put 
































happy distraction of becoming a democracy at last. 

e A money market. While they wrestle with prices, 
subsidies and inflation, the reformers have to create 
a more flexible. banking system, which lends money 






‘investment. Here too things are getting done. 


The Hungarians and the Poles have already bro- - 


ken up their old banking systems. In law, their cen- 
tral banks are now confined to a central bank’s 
proper job, and the lending function has been trans- 
d to several commercial banks 
for henses E 













rhat interest rates to charge on the 
money they lend. Yugoslavia says it will introduce a 
similar reform this year. Czechoslovakia says it will 
next year, but there “for practical reasons" the new 


commercial banks will not be able to compete with : 


each other, at least to begin with: which takes away 
most of their point. 

The next question is who will own the commer- 
cial banks. In Czechoslovakia the answer is that the 
state will, through the central bank or the ministry 

of finance. The other countries are prepared to let 
_ their commercial banks be joint-stock companies, 
. with at least some of the shares owned by other en- 
terprises. That is better, but if most of the share- 
owning enterprises are public ones—maybe the 
same ones that are borrowing from the bank—the 
age, lender's judgment is unlikely to be as objective as it 
-ought to be. Only the Yugoslavs seem to be think- 
ing of throwing open their commercial banks to pri- 
. vaté shareholders in the relatively near future; and 
|. that, given Yugoslavia's economic: chaos, may be 
ae blowing <isses at the moon. 
cos One day, ifallg goes well, the A of shares 
will be widespread in. Eastern Europe, and thar will 
| need stockmarkets; but the day has not yet arrived. 
| So far only one stockmarket exists, in Hungary, and 
|| this is barely a toddler. Only 40 companies were 
' fisted on the morning this correspondent visited it. 
till, it is training brokers with French, American 
-and Italian help, and has gone to the World Bank 
~ for aid in getting the computer software it needs. 
The admirable lady who runs it hopes it might be 
operating like a regular stock exchange in three 
years time. The institutions of a free economy do 
not break swiftly through the concrete that Lenin 
mixed and Stalin laid over Eastern Europe. 
-@ Western investment. One possible stimulus to 
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their money into. And comfort them with the 


t on a planner’s whim but on some rea- 
objective judgment of whether it isa good 


| s that can com- 
(up toa point) ad even decide 





the growth of a competitive econom : 
western help. The countries of Eastern Europe 
know there will be no vast new flow of credir like 
that of the 1970s. Given the way their economies 
are organised at the moment, that would be money 
wasted. The rusty industries of the state sector will 
not be able to pay it back—meaning they will not be 
able to put it to efficient use—until they are man- 
aged in a different way. 

The blithe hope that foreign capitalists might 
like to lease a decrepit ironworks in Szeged or a run- 
down textile mill in Lodz on the terms so far offered 
by the Hungarian and Polish governments has pre- 
dictably got nowhere. But there is a better way of 
helping the state sector of reform-minded commu- 
nist countries. This is for the western holders of 
(say) Poland’s debt to offer some of it for sale to 
western companies, fairly cheap. These companies 
could then tell the Polish government that they 
were ready to cancel their bit of the debt in return 
for a share in the equity of a Polish state firm. The 
price would have to be right, and the western inves- 
tor would have to know he could get a grip on the 


running of the firm; but, under those conditions, 


this could be a-way of starting to rescue the state 


sector of the economy, still by far its biggest part. 


Short of that, the only practical form of western 
assistance is to help with the building up of the in- 


fant private sector, The main way of doing. this is the 


joint venture. Getting western. partners. for joint 
ventures requires a mixture of generous terms and 


- bold marketing. - 


The Hungarians have so far been most ener- 
getic at this. The western partner can now buy up to 
10096 of a Hungarian company (though, if he does, 
it is no longer a joint venture); send his money 
home; get handsome tax breaks. The Hungarian 
Chamber of Commerce presses a list of attractive 
prospects on the passing journalist (anybody inter- 
ested in goose-liver processing at Oroshaza?). Even 
so, Hungary has barely doubled the 150 joint ven- 
tures it already had in operation before the new law 
was introduced. Yugoslavia and Poland have put 
the welcome mat out too; but Yugoslavia still has 
probably fewer than 400 joint ventures and Poland 
only 100 or so. The great majority, in all three coun- 
tries, are small beer. None of the three will do better 
until they deal with inflation. 


Bone to his bone 


_ These five things are the skeleton on which the flesh 


of an efficient economy might one day take shape. 
They do not include the “normal” issues of eco- 
nomic management, above all inflation. Inflation is 
abnormal in these countries in the sense that the 
system has allowed an extraordinary amount of in- 
flationary pressure to build up; but it will have to be 
brought under control by the methods so painfully 
familiar elsewhere. 

How is the skeleton-erection going? Poland, 
Hungary and Yugoslavia have done all or some of 
the needed legal work; yet the people in Warsaw, 
Budapest and Belgrade who have been doing it 
readily admit there is a vast difference between 
putting the pieces into place and seeing them come 
to life. Czechoslovakia says it will do three of the 
five things (breaking monopolies up, encouraging 
joint ventures, freeing most prices); but both the 
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Alas for 
competition, 


probably not 


bodies in Prague charged with drawing up the plan 
for Czechoslovakia's modest reform doubt whether 
the party's conservatives will actually let it happen. 

East Germany says its planned economy is 
unimprovable (and swears, in particular, that it will 
"never" have any joint ventures with western part- 
ners). Bulgaria pretends to be thinking of change. 
Romania and Albania do not even pretend. For 
those who thought Eastern Europe was on the brink 
of an economic transformation, these are the sober- 
ing realities. 


Give it time. Even in Hungary and Poland, it 
takes time for party men to stop thinking they are 
there to issue orders, and for non-party men to stop 
waiting for the orders to be issued. It will take time 
for a combination of glum economic statistics and 
Mr Gorbachev's nagging to sink into the minds of 
Czechoslovakia's slow-thinking leaders. Given 
time, the transformation will probably come. The 
old economy did not work. The components of a 
new one are to hand. O ye dry bones, hear the word 


of the Lord. 
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ARESTION that sounds as if it ought to be 
reserved for the dustier sort of Oxford seminar 
may decide much of Eastern Europe’s economic fu- 
ture. Can there be such a thing as a non-capitalist, 
or largely non-capitalist, free-market economy?. 

A lot of people would like to think the answer is 
yes. Even the keenest reformers in the communist 
parties of Hungary and Poland would prefer to 
revitalise their economies without going out-and- 
out capitalist. This is partly because what is left of 
their ideology: makes them flinch, but mainly be- 
cause they know that admitting to capitalism-ad- 
miration would give apoplexy to the conservatives 
in their parties. Quite a lot of non-communists 
would also like the answer to be yes, because the 
world would then contain two different-looking 
sorts of economy: which would be more fun, and 
might desirably save capitalism from hubris. 

A non-capitalist market economy would be one 
in which the instructions about production, price 
and so on came from the market, not from an arm 
of the government, but the factories that responded 
to those orders were in some sense owned 
communally, not by private capitalists. (Such an 
economy could include a part that was capitalist, 
but most of it would not be.) Up to a point, there is 
no reason why this should not be possible. Suppose 
the East Europeans carried through to the end what 
some of them have now started to do—dismantling 


here life before capitalism? 





much of the apparatus of planning and supervision; 
breaking up the old state monopolies; and telling 
the managers of the smaller firms thus created to 
take it from there. 

The managers of all firms producing, say, wom- 
en's shoes would then decide what sort of shoes to 
produce, and how many, and at what price, on their 
estimate of what the market wanted. (Pass lightly 
over the fact that at first all this would be greatly 
complicated by shortages of nearly everything. Eco- 
nomic mechanisms cannot be devised on the as- 
sumption of permanent scarcity.) Those managers 
who got it right could double their workers' pay, 
raise a large loan for expanding their operations 
from a beaming fellow at one of the new commercial 
banks, and buy themselves a villa in Tuscany. Those 
who got it wrong... This is the point at which the 
idea starts to wobble, and the question of ownership 
(or ultimate control, or whatever you call it) be- 
comes inescapable. 

Three different things can happen to a com- 
pany that gets it wrong. One is to go bust, and put 
its workers on to the street. Another is to transform 
itself from inside, changing over to a new line of 
shoes, or maybe doing something entirely different. 
The third is to get taken over by somebody from 
outside, who will make the necessary changes. All 
three seem harder with socialist companies than 
with capitalist ones. 
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the government's hand—even a 
overnment's: Poland's Solidarity 
tently. much softer about such 








things t its are. 
Trans rom inside sounds a better 


* question is who will do it. 
zement, which needs to be 
failed to do any trans- 
ils, in places where they ex- 
and Hungary suggests 
almost always happy for the 
ong as it is, preserved by subsidies. 
ice of a board of directors answerable to 
shareholders, it is hard to know who can 
xpected to take responsibility. A "board of su- 
pervisors" appointed by a relatively impartial body 

like the central bank—this is a Hungarian idea— 
would have some of the necessary independence. 
But it runs head-on into the ownership issue. By 
what right would this small bunch of men be able to 
dismiss managers and workers and generally turn 
upside down a company that was still supposed to 
be collectively owned? | 

































Sidling back to property | 

Takeover from outside is just as tricky. Profit-mak- 
ing Enterprise À might well think it could make a 
better hand of loss-haunted Enterprise Z than its 
present managers. But who in Enterprise Z—its 
managers, its workers, its “board of supervisors” — 
is entitled to hand over this communal property to 
Enterprise A, and to whom in Enterprise A is it to 
be handed over? Resist the temptation to reply that 





an has existed of an escape 
East Europeans, at any 
nough to find the route’s start- 
he map is surprising. Most people used 

























of the communist party's economic controls, 
would eventually require it to loosen its po- 
rip too. In fact the escape begins with a skip 
ump to political liberty, with the economic 
mostly coming later. Luckily—another sur- 
the politics of pluralisation turns out to be a 


That condition, however, is tough. The communist 
t is willing to hand over power. So far that applies 


y to Poland and, probably, Hungary. 
Just about a year ago most of the leaders of the 
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the government should step in and make the trans- - 
fer in the name of the people as a whole. That takes — Len 






nk the escape would begir | with a gradual loos- 


— bit easier than the economics, on one condition. . 


party has to have more or less made up its mind that _ 


sh party, already shaken by the Solidarity upris- 








| control, and all th he 
rent decentralising reform is supposed to be 
signed to cure. 

This is why Eastern Europe's more adventurous 
reformers are starting to accept that much of the 
public sector will gradually have to pass into private 
ownership; but they nervously underline the “grad- 
ually”, The commonest suggestion is that the distri- 
bution of shares in a company should be limited to 
the people who work for it. This is popular with 
non-communists as well as with some communists; 
in Poland, a large part of Solidarity would settle for 
such an arrangement. But it is only a temporary so- 
lution. The new share-owners will one day retire, or 
go to work somewhere else. If the shares are not to 


cur- 


die, they have to be transferable. 
Transferable to whom? Poland’s industry minis- 
ter suggests that a share-owning worker might be 


allowed to exchange his share for, say, a car. But the 


car-seller then becomes a shareholder in a company 
he probably does not work for (unless he is obliged 
to cash the share in—with whom, though?—in 
which case it presumably expires). In the end there 
seems no alternative to allowing a more or less open 
market for shares. The cautious East European ex- 
perimenters say it would be best to limit the pur- 
chase of shares, at least for a time, to "respectable" 
buyers such as other companies, or banks. Here you 
go again: who owns those banks or enterprises? 
That apparently academic question is the heart 
of the matter. The East Europeans will not get their 
economies right until they have sorted out what 
"ownership" means. In doing that, they will redis- 
cover the concept of property, which will lead them 
to spell out how the rights of property are to be pro- 
tected. In addition to what that does for economic 
efficiency, it will have even wider effects. The bigger 
the private sector, the less the power of the state. 
The independent courts needed to guard property 
rights (and other things) are further checks on the 
state's power. As Eastern Europe reinvents capital- 
ism, doubtless under another name, its retreat from 
the centralisation of authority will accelerate; and 
eninism can finally be lowered into its grave. 





ing of 1980-81, finally came to the conclusion that 
they had been presiding over a fearful mistake. 
Their economic system would not work; they knew 


| the country wanted them to go; and then, in May - 
and August last year, came two more waves of 


strikes. The four members of the Politburo the 
writer of this survey talked to all felt that, for them, 
that was the turning-point. 

In fact, the man who then became prime minis- 
ter, Mr Mieczyslaw Rakowski, made one more at- 
tempt to do without Solidarity. Mr Rakowski, a ro- 
mantic of hard-nosed realism, said he could put the 
Polish economy to rights by cutting subsidies and 
letting loss-making companies go bust; and he 
didn't need, or want, Solidarity's approval. The 
men at the top of the party thought about it, 


flickered, and preferred to hold Solidarity’s hand. 
So the party sent General Czeslaw Kiszczak, the in- | 


again 
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Rakowski hesitated, Kiszczak mediated, Pozsgay accelerated 
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terior minister, to lead its delegation at the round- 
table meeting with Solidarity which, ending on 
April 5th, set up the deal for June's election. 

That election was rigged just enough for the 
communists to form another government, but Poles 
were otherwise free to show their overwhelming re- 
jection of communism. It is easy to laugh about an 
election after which the losers, without a policy, in- 
sist on staying in office: “the only known crucifixion 
in which the victim has nailed himself to the cross”. 
In fact, the communists’ leaders almost certainly 
knew what was coming, though they may not have 
foreseen the scale of their rejection; but they argued 
that the party’s lower ranks still included so many 
opponents of change that the handover of power 
had better come in two stages. 

They were probably right. As the communist 
party hangs on its cross, even those diehards may 
start to accept the evidence of its failure. And the 
Peasants’ and Democratic parties, long just the com- 
munists’ acolytes (some of their past leaders were 
secret communists, their communist party cards 
held in party headquarters), can now manoeuvre in 
parliament between a communist government and a 
Solidarity opposition. The first taste of that ma- 
noeuvring came last month, when many Peasants 
and Democrats opposed General Jaruzelski’s elec- 
tion to the country’s presidency, and some of Soli- 
darity’s leaders had to abstain so that the commu- 
nist general could scrape in by a single vote. 

Despite its moral victory, Solidarity still hesi- 
tates to take over the government. This is not only 
because the government has to preside over a horri- 
ble economy, the desubsidisation of which will 
cause huge trouble. It is because, below the minis- 
tries in Warsaw, the rest of the apparatus of commu- 
nist control—the nomenklatura, the party cells in 
factories, and all that—remains largely untouched. 
Solidarity reckons that the party directly or indi- 
rectly fills 900,000 out of the 1.2m jobs in Poland 
with some degree of ordering-about power. 

The nomenklatura’s power must be blunted be- 





fore “taking over the government” can mean much. 
The first stages of the blunting include the creation 
of an independent judiciary and a free press; a start 
has been made on both. Free local elections would 
help, so that non-communist parties could take root 
all over the country. The invidious new task for Mr 
Rakowski, now party boss after General Jaruzelski’s 
elevation, is to make Solidarity’s path easier. 

The communists have virtually promised that 
the next general election, due by 1993, should be 
wholly free. Unless they suddenly whip off the mask 
and say they never meant it, this election could then 
be prevented only by a Soviet veto (unlikely, if Mr 
Gorbachev stays on top in Moscow), an army coup 
in Poland (ditto, so long as General Jaruzelski is 
president), or an economic breakdown so bad the 
government could not control the streets. 

If that is avoided, a fully free election will proba- 
bly produce a government either without commu- 
nists or with only a handful (the foreign and defence 
ministers, perhaps). This will inevitably be a messy 
period—what time of transformation is not?—but 
by then it may be easier to sort out the deeper prob- 
lems. There will be time to tackle the genuine intel- 
lectual difficulties involved in opening up the public 
sector of the economy, and the psychological diffi- 
culty of persuading people that private enterprise 
has come back to stay. And it should then be possi- 
ble to have a thorough go at the nomenklatura. 

This huge (and still largely secret) collection of 
privileged communists cannot be abolished at a 
stroke: no ruling class will take anything quite so 
brutal. Some of them, perhaps quite a lot, will have 
to be left in place for a time. But more of them can 
start being eased out when higher-ranking commu- 
nists hand over the ministries in Warsaw. It is 
chiefly the men with their bottoms in the little jobs 
who want the party to stay in power in the capital. 
When it is out of power, the bottoms will move. 

Hungary’s party has been slower than Poland’s 
to try the skip and jump to democracy but, being 
Hungarian, may yet get there first, in one leap. So 
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far, the Hungarian communists face no mass oppo- 
sition like Solidarity; the biggest non-communist 
party, the Democratic Forum, had 14,000 members 
in April, and the other half-dozen have possibly as 
many again. Hungary's economy, though bad, is not 
as bad as Poland's in terms of either inflation or the 
drop in production since the 1970s. The last experi- 
ence of uproar on the streets was 33 years ago, in 
1956. The conversion of Hungary's communist 
party has had to come in a different way. 

If it has come, it is chiefly thanks to a remark- 
able man called Mr Imre Pozsgay, who mixes much 
political cunning with the hell-for-leather instincts 
of a rugby winger. With the help of two other mem- 
bers of Hungary's Politburo, Mr Rezso Nyers and 
Mr Matyas Szuros, he has pushed the decent but 
awkward man who took over the party leadership 
15 months ago, Mr Karoly Grosz, step by step to- 
wards the moment of truth. 

First came Mr Grosz's admission that what hap- 
pened in 1956 was indeed a “popular uprising”; 
then his agreement to a multi-party election in 
1995; then his statement, to this writer, that the 
communists would go into opposition if they lost 
that election; and then his consent to bringing the 
multi-party election forward to next year. The story 
of Mr Grosz's slice-by-slice discomfiture includes 
the appointment in June of a four-man committee 
(including Mr Pozsgay and Mr Nyers) to lead the 
party over the head of Mr Grosz's general-secretary- 
ship. He may lose even that deflated post when a 
special party congress meets later this year. 

A full, non-rigged multi-party election next 
year—it could conceivably come before the end of 
this year—would be the first the communist world 
has ever known. The Hungarian communists will do 
better in this election than the Polish ones did in 
June, because their opposition is no Solidarity. 
They rather blithely hope they will get 4096 or more 
of the vote. Even if they do, they may then have to 
take other parties into coalition with them. And 
they could end up as junior partners (or even, fulfill- 
ing Mr Grosz's promise, go into opposition). 

The unravelling of 40 years of communist rule 
would then be swifter than in Poland. The Hungar- 
ian nomenklatura is smaller than Poland's. Mr 
Pozsgay, who by next year could be President 
Pozsgay, has made an even more complete intellec- 
tual conversion from Leninism than any Polish 
communist. He wants to reorganise Hungary while 
Mr Gorbachev is still around to let it happen. He 
would put Hungary ahead of Poland again. 


Where the minds are unchanged 


The other East European countries are in no posi- 
tion to compete with Poland and Hungary, one for a 
half-good reason, the rest for wholly bad reasons. 
The half-good excuse belongs to Yugoslavia, where 
a relatively liberal communist party runs probably 
the world's floppiest confederation. Floppiness is 
the trouble. 

The various peoples huddled together under 
the name of Yugoslavia—Serbs, Croats, Slovenes, 
Macedonians, two sorts of Muslims—find it so hard 
to get along with each other that, in economic 
terms, Yugoslavia barely exists. The central bank in 
Belgrade cannot control the money supply, the cen- 
tral government accounts for less than a third of all 
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If ever Yugoslavs agreed, they might get somewhere 


public spending. As time goes by, things get looser 
still. There is less trade among Yugoslavia's repub- 
lics than there was in 1970, fewer firms have 
branches outside their home-republic, cross-border 
investment is tiny. The disintegration of the public 
sector has gone so far that many of the “self-man- 
agement” firms now do most of their planning nei- 
ther with Belgrade nor with the governments of Yu- 
goslavia's component republics, but each with the 
party boss in its local town. 

Yugoslavia's communists plead that, in these 
circumstances, any move to a multi-party system 
would bring on political disintegration. Each repub- 
lic would produce its own favourite party; the par- 
ties would become so many little national liberation 
fronts; centrifugalism would triumph. Five small 
non-communist movements have been allowed to 
come into existence in Slovenia, and one in Cro- 
atia, but even in these tolerant northern republics 
the local communists are wary of pluralism. The 
man most Serbs hope will soon take a grip on the 
country as a whole, Slobodan Milosevic, is certainly 
no pluralist. So nationalism becomes an excuse for 
continuation of the one-party system. 

This will set limits on the extent of economic 
reform. Some Yugoslav communists have adventur- 
ous ideas about how to sort out the public sector, 
and about the transition to private ownership; but a 
party that wants to preserve its political monopoly 
will not easily put such ideas into practice. Worse, 
Yugoslavia will not make the root-and-branch reas- 
sessment it needs to make of itself. The questions 
that ought to be asked—what sort of constitution 
can possibly hold this medley of peoples together? is 
it worth trying to hold them together?—are unlikely 
to get asked or answered in the cosy clubrooms of 
the present political structure. 

The other East European communists do not 
have even this much excuse for inaction. There is a 
hope of movement in Czechoslovakia, if Mr Gorba- 
chev succeeds in organising a lobby for change 
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tion unto itself. | | 
Is there a second map, offering a different es- 
cape route from the one Poland and Hungary are 
. trying? Probably not. The only country where prom- 
-ises of economic change have gone way ahead of any 


| —: movement towards political change is Yugoslavia, 


‘which has an unhappy history of promising more 
than it performs in economics. And nowhere in 
Eastern Europe, outside Poland, have the non-com- 
munists been strong enough to push the commu- 
. nists in a new direction—and even in Poland the 

push didn't work until the party was ready to be 
shoved. : | | 


the Czechoslovak is probably still s 


"position the party wishes to suppress. Poland in 
















trong enough to suppress any op- 


1981, and China this year, both suggest that that 
remains true. If there is to be change, it will be be- 
cause the party has grown tired of refusing change. 

Various things can help weariness to do its 
work. One is contemplation of the economic dark- 
ness ahead, as Russia cuts its imports from Eastern 
Europe (because it either wants to make more of 
these things itself, or simply cannot afford them), 
and East European exports become increasingly 
unsellable in the West. Another is evidence of the 
party s unpopularity with its own people—includ- 
ing the street demos the party knows it can put 
down if it wants to, but increasingly would rather 
not. A prod in the ribs from your friendly neigh- 
bourhood supercomrade sometimes helps. 

It also helps, of course, if the communists feel 
they will not lose everything by submitting them- 
selves to a free vote. Marxists have always argued 
that a ruling class will never yield power without a 
revolution. Ánti-Marxists have always replied that 
that is too pessimistic, if the old rulers are allowed to 
hold on to some of the comforts they have grown 
used to. Britain's eighteenth-century ruling class i 
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IE YOU need cheering up after that 
A bit of the argument, consider how 
] much of a change of heart you can dis- 
4. cover if you go to talk to Eastern Eu- 
|| rope's best communists. 

| _ © Despite all the lying and brutality of 
||. the past 40 years, this region still has 
-some of the world's most attractive poli- 
-. tician-intellectuals: men who wearily 
understand the use of power, but also 
^ have a sense of history and a sense of 
- humour, and are honest enough to say 
that much of what they used to believe 
was a huge mistake. Here is a stitching 
together of five conversations, two with 
. members of the Polish Politburo, two 
. with leading Hungarians, one with a 
. Yugoslav minister. All five, it was clear, 
~ meant what they said. 

- Q. What does the word “socialism” 
- mean to you now? 

_ A. It means the attempt to create a soci- 
ety, maybe several hundred years from 
now, in which people can be prosper- 
ous, free and equal. For a long time, if 
not for ever, "equal" will mean without 
gross inequalities, and the emphasis will 
be on equality of opportunity rather 
than of reward. Most of the organisa- 
tion of this society will be in the hands 
. of private citizens, individually or in 
. groups. The state will confine itself to a 
ve few essentials. e 

- Q. Why do you not mention a role for 
- the state in organising the.economy? 

_ A. A few years ago I should have de- 
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The ideological Reformation 


parties have not had much success with - 


fined the difference between your sys- 








tem and ours in terms of the means of 
production. I no longer do so. Because 
of our interest in equality, the public 
sector may stay rather larger with us 
than it is with you at the moment; but 
we shall have to find a new definition of 
public ownership, and we accept a large 
private sector, and we realise that 
profitability is a necessary test in both 
sectors. 

Q. How will your governments be 
chosen? 

A. By multi-party election. Of course, 
that is much simpler if the competing 
parties offer a range of choice within the 
same broad social and economic system; 
but after the change in our view of the 
role of the state, that should not be 
impossible. 

Q. (This is in Hungary.) It seems to me 
that you are rejecting not only Brezhnev 
and Stalin but Lenin too, the whole 
one-party business. Correct? 

A. Go and look up Lenin’s second tele- 
gram to Bela Kun in 1919. Lenin said 
that Bela Kun’s attempted revolution in 
Hungary should not imitate the Bolshe- 
vik model, because that would lead to a 
catastrophe. We have experienced the 
catastrophe. 

Q. How much difference is there now 
between our system and yours? 

A. Not all that much, especially if you 
take the social-democratic version of 
the western system. We still want the 
state to keep the "commanding 





ERE 


heights" of the economy (though we 





that idea). It is important to us that 
wealth should not affect political power; 
all the candidates in our multi-party 
elections ought to have the same 
amount to spend. 
Q. Then what 


is distinctive about 
Marxism? ia 


A. Marxism is one part of a long tradi- - | 


tion, which goes back to the Bible, the — 
Reformation, the French Revolution. 
This tradition admires compassion, and 


dislikes injustice. It puts its emphasis on 
the idea that some people need help, 
and other people would like to help 
them, and that there is a role for gov- 
ernment in assisting this to happen. 


Q. Has Marxism made any special con-_ 


tribution to this tradition? 

A. It may have built some new elements 
into it. In particular, it may have stirred 
capitalism into becoming more 
civilised. 


Q. The chief distinction you seem to be 


drawing is between the sort of politics 
that puts most weight on individual cre- 
ativeness, and the sort that puts most 
weight on people 5 responsibility for each 
other. Isnt it best for a society to con- 
tain elements of both? 
A. Yes, and we understand that the re- 
cent emphasis on individualism in the 
West has been a necessary corrective to 
previous errors. Still, we prefer to lean 
in the other direction. ; 
Q. “Conviviality”? 
A. A nice word. "E ' 
If such men win the battle for East- 
ern Europe, it will be changed indeed. 
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ting rent from its lands (and a place on the boards of 
-the new factories and railways). Eastern Europe's 
.fuling class needs to be assured of similar com- 
-.solations. Mr Rakowski, Poland’s prime minister, 
told his party recently that it must give up 4096 of its 









They need to, 


"T HE main force driving an East European com- 
À. munist party to admission of failure, and thus to 
. pluralism, is contemplation of economic ruin, 
present or impending. The main force holding it 
back—apart from the fading pleasures of "the lead- 
“ing role"—is fear that Russia will not allow the 
‘jump to pluralism. How far is economic failure likely 
^ to have its pluralising effect beyond Poland and 
Hungary, and how far does the present almost total 
non-fear of a Russian veto depend on Mr Gorba- 
¿chev staying in power? | 
-o That every East European country is poorer 
compared with Western Europe than it was in the 
1970s (and that Poland and Romania are absolutely 
poorer) is clear to any regular visitor to the region. 
Putting numbers on ít is far harder. lt is no use rely- 
ing on these countries’ official statistics. They do 
not publish all that many figures (Poland and Hun- 
gary are among the most forthcoming, Romania 
and, interestingly, East Germany the stingiest), and 
what they do publish makes things look far better 
than the reality. Factories and farms lie to the state; 
the state compounds the falsehood by (among other 
things) not building in the true inflation figures; the 
Romanians, and probably the Bulgarians, then stick 
on an extra percentage point or two for luck. This 
way lies madness. | 
There are, however, ways of getting closer to the 
truth. One is the "physical indicators" method, 
which relies on the fact that communist statistics 
about tonnes of wheat or thousands of washing ma- 
chines are rather more trustworthy than figures 
about value. By finding out what a given volume of 
wheat and of washing machines and of various 
Other things means in terms of GNP per head in a 
collection: of capitalist countries, it is possible to 
nake an estimate of Eastern Europe's real perfor- 



































































ian-Yugoslav trio will soon have to wake up to 


¿[he Ehrlich-Marer calculations say that 
zechoslovakia, after doing rather well in income 
er head by comparison with both France and Aus- 
‘in the 1950s, fell back in the 1960s and even 
further back in the 1970s. It should particularly 
worry Czechoslovakia's leaders that, in the com- 

parison with Austria, their country seems to have 
. done even worse than Hungary and Poland. The de- 
. terioration in Czechoslovakia's position has cer- 
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had put it the other way round, he would have been 
closer to it... | i 

In the end the retreat from power comes about 
because the party prefers to retreat rather than hang 
hopelessly on. The escape map Poland and Hungary 
are using may be the only one on sale. 
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tainly speeded "up since 1980, when Eva Ehrlich's 


figures stop. A 


hill. That it has farther to go (because it started far- 
ther up the hill than any communist economy 


except East Germany’s) will not prevent a steady - 
widening of the gap between their people's living- - 


standards and those of people in the West. _ 


East Germany, Bulgaria and Romania get little 


more comfort from the Ehrlich-Marer figuring. The 
gap between East Germany’s income per head and 


those of West Germany and France was more or less _ 


constant until 1970, but widened in the 1970s; it 
has surely got even bigger in the 1980s. Bulgaria and 
Romania, when compared with Spain and Greece, 
turn out to have lost ground against those two rela- 
tively poor capitalist countries in the 1960s; and the 
fact that, Ehrlichwise, Romania appears to have 
held its own in the 1970s (and Bulgaria to have re- 
covered some lost ground) no doubt chiefly reflects 
these places' ability to use statistics in a way to de- 
feat even narrow-eyed Eva Ehrlich. 

Anyway, such figures merely quantify the obvi- 
ous. The eye sees it; conversations with honest com- 
munists, even in Czechoslovakia and East Ger- 
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Another way of trying to measure Eastern Europe's economic 
prospects (and a chance to provide this survey's only chart) is to 
see how poorly these countries are doing in trade. with the West. The 
chart shows the past decade’s exports to the OECD, as a 
percentage of that body's total imports, of four countries which have 
not yet embarked on any radical reform: East Germany, 
Czechoslovakia, Romania and Bulgaria. The trend is downwards, for 
all of them: gloomy omen for the coming period when they will be 
able to sell less to Russia. Oddly, Yugoslavia and Hungary, not 
shown on the chart, have done rather better at keeping up their. 
exports to the West: yet they have already seen the need for change. 
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nd the physical-indicator method of - 
calculation makes no allowance for the fact that a. 
Czech car is tinnier and a piece of Czech glassware is- 
clunkier than their western equivalents. Czechoslo- 
vakia's leaders know their economy is going down- 
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The duck-production target has again been exceeded 





14 SURVEY EASTERN EUROPE 





many, confirm it. The planned economies of 
Eastern Europe did tolerably well in the first decade 
or so of communist rule, when they were stuffing 
surplus labour from the land into a few easily 
organisable industries. They started to do badly 
when the test became whether they could improve 
productivity, absorb new technologies, make a 
wider range of products and make them better. 

The great borrowing of money from the West in 
the 1970s was an attempt to stop the decline. It 
failed, and things got worse in the 1980s; and a new 
factor is liable to make them even worse in the 
1990s. The Russians have said that the market they 
provide for East European exports will contract in 
the next few years, so the East Europeans will have 
to try to sell more in the West. If their products are 
too shoddy and old-fashioned to compete in west- 
ern markets, their economies will drop another 
bump downwards. 

At some stage this becomes more than a matter 
of statistics. To the growing number of people pre- 
pared to protest about the lack of political freedom 
is now being added a much larger number of people 
who just dislike being kept poor. This produces 
trouble on the streets. The regime can put this 
down, and keep its cameras and listening devices on 
anybody who might cause more trouble. But that 
gets wearisome. So then the regime wonders 
whether it can experiment with economic pluralism 
without venturing into the political sort. 

As Czechoslovakia is showing, it is not easy for 
a party which has held both politics and economics 
in its grip for 40 years to open one hand and keep 
the other shut: to go half-totalitarian. The Yugo- 
slavs, that very special case, might conceivably man- 
age it. The others will probably be drawn, step by 
reluctant step, to the greater decision that Poland 
and Hungary now face. 

And will Russia let them take the right decision? 





So long as Mr Gorbachev remains in power, the an- 
swer is almost certainly yes. The limits of his toler- 
ance have steadily widened. Not long ago it was ™ 
thought that he would allow economic experiments 
by his East European neighbours so long as they did 
not challenge the one-party principle, which he 
wants to preserve in Russia. Now Mr Gorbachev 
seems willing to let Poland and Hungary go multi- 
party. The Bush administration has even been won- 
dering whether he is prepared to let most of Eastern 
Europe leave the Warsaw pact, or belong to it as 
loosely as France belongs to NATO. That needs care- 
ful handling. An Eastern Europe that went both 
pluralist and neutralist might snap the tolerance of 
Russia's conservatives. The West should make it 
clear that the question of whether these countries 
go neutral is theirs, not Russia's; but it might use- 
fully add that it will not urge them to pull out of 
their alliance with Russia (see the final article). 


If Gorby goes 


Fine, says the conventional wisdom; but all this 
ceases to apply if Mr Gorbachev ceases to be boss in 
Moscow. Conventional wisdom may be too gloomy. 
A lot would depend on how, and why, Mr Gorba- 
chev came to lose his job. 

If he lost it in a crisis over foreign policy, the 
East Europeans would indeed be in trouble. The 
men who overthrew Mr Gorbachev would have 
done so because they thought he had been giving up 
too much ground abroad, and by that test they 
would doubtless dislike what is happening in East- 
ern Europe. If the crisis came in Eastern Europe it- 
self—say, a civil war in Poland in which Mr Gorba- 
chev did not want to intervene, and was over- 
ruled—that would, of course, be that. The new men 
would have removed him in order to reassert Rus- 
sia's control over the region, and they would also 
reassert Russia's idea of what was proper in politics 
and economics. 

But the fall of Mr Gorbachev, if it happens at 
all, is likelier to come because of trouble inside the 
Soviet Union—either nationalist trouble in the 
non-Russian republics, or economic trouble if Mr 
Gorbachev fails to start delivering the goods to the 
consumer. That would not be so threatening to the | 
East Europeans; it might even help them. EP 

If the new men in the Kremlin had to cope with ` 
nationalist rebellions in the Muslim south of their 
country, they would not want a chunk of their army 
tied up in Eastern Europe. (A rebellion in the Baltic 
republics or the Ukraine might be different: they 
might then want to make sure of their grip on Po- 
land and Romania, just over the rebels' western bor- 
der.) If the crisis was economic, the post-Gorbachev 
leaders could well feel about Eastern Europe very 
much as Mr Gorbachev feels. They would probably 
want to spend less money on garrisoning the place, 
and let it go on being a laboratory for experiments 
in how to rescue a communist economy. 

If they were very old-fashioned, the new men 
might be tempted to stomp into Eastern Europe to 
divert the Soviet people's attention from miseries at 
home: the dictator's classic policy of diversion. 
They will probably not be so nineteenth-century. 
To be attractive, such a policy needs to guarantee a 
fairly quick success, at low cost. A diversionary 
lunge into Eastern Europe would not guarantee any- 
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The hole in the map 


F THERE were any pattern to recent 

events in Eastern Europe, which 
there is not, Romania would be outside 
it. Nothing about Romania can be de- 
duced from what is happening else- 
where in the region; nor, with luck, vice 
versa. This is paradox country. 

Romania combines Latin preposter- 
ousness at the top—the cult of the lead- 
er, the politics of the magnificent ges- 
ture—with morose acquiescence at the 
bottom: a public opinion from which 
only two audible protests have emerged, 
in the Jiu valley and Brasov, in a dozen 
years. The chief current concern of its 
communist party appears to be whether 
71-year-old Nicolae Ceausescu will be 
succeeded by his 70-year-old wife Elena. 
Both husband and wife seriously appear 
to believe, 39 years after George Orwell 
died, that the daily life of 23m people 
can be “systematised’’, not least by con- 
centrating the population of up to half 
of Romania's 13,000 villages into 558 
“agro-industrial towns" and about 
2,200 other “commune centres". 

The closest comparison, perhaps, is 
with the Shah's Iran. Another paradox. 
For Romania's Shah the immediate fu- 
ture looks tolerably good. While all his 
neighbours' economies are going down- 
hill, his is due for an upward turn. 

This is because President Ceausescu 
was able to claim in April that, alone 
among the two dozen countries which 
got into really bad debt with a loose- 
pursed West in the 1970s, Romania had 
now paid back everything it owed. This 
was a slight fib: about a net $1 billion of 
the original $10 billion or so was still 


outstanding. Still, a supposedly shiftless- 


country has been dragooned by a leader 
too often described as unpredictable 
into doing the horribly painful thing he 
announced seven years ago that he was 
going to do. Mr Ceausescu, it needs to 
be understood, is a stubbornly consis- 
tent man who for better or worse rams 
his way to his declared objective. 

The debt dealt with, Mr Ceausescu 
should now have upwards of $2 billion 
a year in hard currency to spend as he 
wishes, half of Romania's annual hard- 
currency imports in the past few years. 
It would be pleasant to believe that ordi- 
nary Romanians will at last be rewarded 
for their years of enforced self-denial by 
a largesse of consumer imports. To re- 
pay the debt, Mr Ceausescu sold abroad 
almost anything that could be moved. 
His people now have the tightest food 
rationing in Eastern Europe, sometimes 
only a few hours' electricity a day, the 
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continent's highest infant mortality 
rate. They deserve a break. They are un- 
likely to get one. 

Being the sort of man he is, Mr 
Ceausescu is much likelier to spend the 
money on the two main objectives he 
set himself 20 years ago—a Stalin-like 
industrial-expansion plan (so that Ro- 
mania can become "an advanced coun- 
try by the year 2000") and the 
"systematisation" programme. A pity, 
because the money spent on both is lia- 
ble to be wasted. 

In industry, Mr Ceausescu’s taste 
runs to the huge prestige projects that 
went out of fashion elsewhere in the 
1970s, organised on the stuffiest of cen- 
tral-planning lines. He will not get 
much return on investment there. And 
his systematisation programme could 
actually make Romania's economy even 
less efficient than it is now. 

Where villages are torn down, more 
land will be available for growing things 
on. But it will cost more to get the la- 
bour on to the land, as people who now 
live in sensibly scattered villages are 
concentrated into a relative handful of 
new towns: Mr Ceausescu will face a 
large bill for transport and better roads, 
or for farm machinery to replace part of 
the agricultural labour force. The first 
effect, anyway, will be a drop in food 
production, because peasants who have 
been sent to live in four-storey apart- 
ments in agro-towns will no longer be 


The couple who do as they promise 
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fruitfully hoeing the private plots out- 
side their old cottage doors. 

Alas, the Ceausescus can probably 
afford to ignore the fact that their poli- 
cies will be ineffectual as well as brutal. 
They have got about 30 members of 
their two families in well-selected jobs, 
with Elena and son Nico both on the 
seven-member “permanent bureau” 
that controls the communist party. The 
Securitate is the sharpest collection of 
secret policemen in Eastern Europe, 
with the possible exception of East Ger- 
many’s. The biggest sign of dissent the 
Securitate has allowed to emerge this 
year was the letter sent to Mr Ceausescu 
in March by six gallant but elderly com- 
munist dignitaries calling for more de- 
bate inside the party. The six are now 
under house arrest. So are perhaps 200 
other people in all. 

The country seems well under con- 
trol. Czechoslovakia with its Charter 77 
and East Germany with its complaining 
Protestant pastors are rumbustious by 
comparison. Mr Ceausescu can stay in 
charge as long as he lives (and his health 
now appears excellent). When he dies, 
his wife, if still alive herself, will proba- 
bly take over from him, unless a coali- 
tion of party people, generals and secret 
policemen can stop her. If they do, they 
will be about as liberal and innovative 
as the Brezhnev regime was in Russia. If 
Hannah Arendt were in Romania to- 
day, she would say I told you so. 
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The freeing of the 
East, versus the 
breaking of the 
West 








Romania: 





island a the Orwellian past 


thing of the sort: it would probably be slow, messy 
and expensive. No reasonably intelligent post-Gor- 
bachev government will make that mistake. 

All in all, the communist parties of Eastern Eu- 
rope, asking themselves where they stand at the 


threshold of the 1990s, can honestly reply that the 
case for drastic change is strong, and the chances of 
being allowed to get away with it are not bad. But™ 
how many of them will be honest and brave enough 
to give that answer’? 





Who whom, then? 


UPPOSE things go as well in the next three or 

four years as this survey thinks it is reasonable 
to hope. Poland and Hungary move over into de- 
mocracy more or less smoothly, start to dismantle 
the apparatus of communist control, and get on 
with the reprivatising of their economies. Czecho- 
slovakia wakes up at last, and follows them. Yugosla- 
via achieves as much economic pluralism as is com- 
patible with remaining one country under one-party 
rule (or Slovenia and Croatia slide away and follow 
the Polish-Hungarian route). East Germany, if 
nothing happens, looks like an island of the past. So 
does Romania, with or without Ceausescu. Bulgaria 
does whatever Russia does, and Albania remains a 
blur in the corner of everybody’s eye. 

By 1993, even on this fairly cautious estimate, 
the destabilisation of Eastern Europe that West 
Germany’s Mr Hans-Dietrich Genscher warns ev- 
erybody against will be considerable. The old or- 
der’s stability will have been broken in the heart of 
the region, and the islands where the old order en- 
dures will be wondering how long they can stay that 
way. Excellent for those East Europeans who have 
made the great escape, provided it happens peace- 
fully. But what will it mean for the powers on either 
side of Eastern Europe—in the cold calculation of 
geopolitics, who gains and who loses? 

At this stage in the proceedings, obviously, the 
West gains and Russia loses. In the army-cutting ne- 
gotiations which reopen in Vienna next month, the 
West is hoping to bring about the withdrawal of a 
large part of the Soviet army now stationed in East- 
ern Europe. President Bush has proposed that its 
600,000 or so men should be reduced to 275,000 (a 
figure to which the much smaller American force in 
Western Europe would also be cut). President Gor- 
bachev had earlier suggested even more drastic- 
sounding cuts for NATO and the Warsaw pact as a 
whole, which could imply an even bigger Russian 


Sees 





pull-out than Mr Bush is urging. Since the talk in 
Washington now suggests that America is willing to 
go below the 275,000 mark itself, it will presumably 
insist that Russia does so too. 

By itself, this would transform the European 
scene. Anything up to two-thirds of the Russian gar- 
rison in Eastern Europe would have gone away. If 
the West’s negotiators get the details right, the com- 
munist alliance’s huge 40-year-old preponderance 
of conventional military strength would have van- 
ished. But the effect is even greater if that alliance is 
no longer a communist one. 

If Poland, Hungary and maybe Czechoslovakia 
have become multi-party democracies and started 
back down the road to free-enterprise economics, 
they will be sluggish military partners for Russia and 
the rump of the Warsaw pact, even for purely defen- 
sive purposes. For the planning and execution of an 
attack on Western Europe, they will be non-starters; 
and without Poland and Czechoslovakia it is hard 
to see how such an attack could be organised. The 
removal of up to two-thirds of Russia’s army from 
Eastern Europe would greatly reduce the risk of an 
assault on the western democracies. The 
democratisation of even parts of Eastern Europe 
would come close to removing it altogether. 

The Bush administration, adding to the jargon 
of geopolitics, has christened this “the political di- 
mension of security in Europe”. Because the politi- 
cal dimension is so big, it will be necessary to handle 
one question with some tact. 

Russia’s generals are entitled to worry if the po- 
litical defection of Poland and Hungary complicates 
their defensive planning. (Some of them will hate 
what it means for their attack plans too, but that is 
hard luck.) If to political defection is added formal 
military defection—withdrawal from the Warsaw 
pact—the generals’ anxieties might explode. This is 
one of the few foreign-policy issues that might lead 
to Mr Gorbachev’s overthow. Nobody can instruct 
Poland and Hungary to remain Russia’s allies if 
their freely elected parliaments decide they do not 
want to. But they can at least be told that NATO will 
see little disadvantage to itself if, for safety’s sake, 
they do stay in the Warsaw pact. 

Even so, by 1993 or so the changes now taking 
place in Europe will work out overwhelmingly to the 
West’s advantage. Can Mr Gorbachev do anything 
to tilt the balance back his way? Yes. He can try to 
get Germany at least half-out of NATO. If he suc- 
ceeded, "the West” would no longer mean what it 
has meant for the past 40 years. 

That this is Mr Gorbachev’s aim is clear from 
the fact that he goes on hammering away at his de- 
mand for the removal of all short-range nuclear 
weapons from Europe. No other explanation for his 
doing so stands up to examination. The only reason 
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young people in Leipzig. 


he may be about to, he probably could not carry out 
anyway). Short-range nuclear arms cannot touch 
Russia, whose long-range missile armoury can any- 
way obliterate NATO Europe at any time. 

Mr Gorbachev is not after these weapons. He 
has a bigger target. The target is poor, nervous, 
front-line West Germany, condemned by geography 
to be where most short-range nuclear arms are de- 
ployed. The Germans, more than anybody else in 
NATO, want abolition of these things, not just small- 
er numbers of them. If they were abolished, the 
Americans say their troops in Europe would no 
longer be properly protected, and so they might 
have to pull all of them out. The unravelling of 
NATO would be under way. 

Against the disintegration in Eastern Europe, 
Mr Gorbachev is trying to contrive this disintegra- 
tion on the western side of the continent. This is the 
"political dimension’”’ of his security policy. The 
cold war, that 40-year struggle for advantage by any 
means short of war, has found a new battlefield: the 
agenda of the disarmament conferences. 


The last unanswered question 


This involves, however, a large risk for Mr Gorba- 
chev. The prospect of denuclearisation alone may 
not be enough to tempt the West Germans into 
neutrality. The only other thing Mr Gorbachev has 
to offer them is concessions over East Germany, and 
he may not want to do this. The Russians are as 
wary as anybody about the great new power a re- 
united Germany would create in the middle of Eu- 
rope: a greater power, probably, than a retreating 
and disorganised Russia. Mr Gorbachev has been 
urging change on Czechoslovakia's communist 
party but not, pointedly, on East Germany's. 

That country is the great unanswered question 
in the communist half of Europe. At first glance it 
looks as if it could go on as it is for ever. Its Politburo 
shows fewer nuances of disagreement with the party 
leader, Mr Erich Honecker, than next-door Czecho- 
slovakia's does with its Mr Milos Jakes. Outside the 
party there is much less visible opposition than in 
Czechoslovakia: some reasoned dissent under the 
protection of the Protestant church, a few rioting 


Above all, the East German economy has long , 
been the best in the region. A tight little group of 
Kombinate-organised industries east and south of 
Berlin, all within half a day's car drive for Mr Gün- 
ter Mittag, the formidable economics boss, manned 
by workers still showing some of that old German 
zeal, and with an open door to West Germany— 
until recently, here has been that miracle, an ad- 
vertisement for the merits of central planning. 

But the miracle is fading. The best-run central 
planning system apparently has its limits; the famil- 
iar discouragements of communist working-life may 
have begun to tarnish German discipline. If you as- 
sume an inflation rate of 496, real national income 
has not risen for the past three or four years. And 
the Russians now say they want East Germany's 
trade surplus with them cut by a tenth, which means 
that the East Germans' flagging industry has to find 
tough new export markets in the West. Social Dem- 
ocrats from West Germany who talk to middle-rank 
East German communists report a sober new mood 
these days. Things will have to change, these 40- 
year-olds tell them, when Mr Honecker and the Po- 
litburo's other 70-year-olds move on. 

It will be odd, even in East Germany, if the talk 
of change does not grow louder over the next year 
or so, as the new pluralism in Poland and Hungary 
registers itself on the consciousness of the commu- 
nist world. If Czechoslovakia opens up too, 
Honeckerism will start to look very lonely. The East 
German communists are due to hold a special party 
congress next year, which is earlier than normal 
congress time. If Mr Honecker thought earlier was 
better, events may be moving too fast for him. By 
next year it is not impossible that pressure for 
change will be showing itself well beyond the cau- 
tious murmurings of middle-aged apparatchiks and 
the civilised disapproval of the Protestant church. 

It may be Mr Mikhail Gorbachev's awesome 
responsibility to choose whether he will try to keep 
this change within the limits of a separate East Ger- 
man state, or let it become the first stage in the 
reunification of the two Germanies. He may hold 
the key, as much as any individual does, to one of 
the last big decisions of the twentieth century. 

That Europe will be much altered by the end of 
the century is certain; but two different alterations 
are possible. One is an eastward shift of the dividing 
line between pluralism and Leninism, without any 
other big change in the post-1945 distribution of 
power. The other is the shift in the ideological bor- 
der plus the emergence of a large new central Euro- 
pean power, a reunited Germany which neither a 
faltering Russia nor an embryo European Commu- 
nity can say with confidence it could contain. 

What is taking place in Eastern Europe will im- 
prove the lot of many of the people who live be- 
tween the Elbe and that implausible dotted line run- 
ning from Kaliningrad down to Varna. The 
improvement will not come to all of them, and 
those who do get it may find it patchier than they 
had hoped; even so, this could be the best thing that 
has happened to Europe since 1914. How curious, 
but how like history, if the tidying-up of one of the 
twentieth century's grossest errors accidentally cre- 
ated a new one for the twenty-first. 
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ment said Britain 
me talks with China 


over Hongkong, and the new 


| foreign secretary, John Major, 


| will visit the colony soon to 
. explain what is now in Mrs 


|. Thatcher's mind. Talks with 


'| Argentina start gingerly next 
week. 


rd Justice Taylor’s interim 
eport on the Hillsborough. 
| football disaster was pub- 
| lished. It was highly critical of 
. UR South Yorkshire police, — 
chief constable, Mr Pe- 
right, Offered to resign. 


Environment minister Vir- 
ginia Bottomley claimed "the 
green consumer is on the 
warpath,” and called for stan- 
dard E&c labelling of environ 


mentale benign goods (Hes 
she cleared this with unbenign 


Number 10?) 


The Tuc called for a national 
training authority to help. 
transform Britain's economy 
from its “low skill, low wage" 
- state. It suggests all school 

. leavers should get a voucher 
toward two years’ "worth of 
instruction. 


A flip-up solid road block will. 

be installed at the entrance to 
"Downing Street, to keep out 
_ kamikaze terrorists. 


Liverpool's dockers went 
ck to work after Mr Ron 
‘Todd, the transport workers’ 
E leader, asked them to. Then 
-the scousers, and their em- 
loyers, joined Tilbury in 
ing a Russian ship un- 
g Canadian toxic waste. 
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A medical report claimed that 
use of the contraceptive pill 
actually reduces by up to a 
half a woman's chances of get- 


ting ovarian cancer, which 
kills 4,300 women a year in 


Britain. 


No let-up 


Rioting in Belfast left a 15- 
year-old dead and marked the 
run-up to the 20th anniver- 
sary of the deployment of 
troops in Northern Ireland. 


A terrorist set tof his bomb in 
a London hotel, blowing him- 
self and part of it up. Sup- 
posed target: "The Satanic 
Verses” author Salman 


Rushdie. 


London's one-day-a-week 
tube strike was called off after 
management capitulated. 
Plans to reform drivers’ work- 
ing practices have been 
abandoned. 


The government’s health ser- 
vice reforms continued to at- 
tract flak. A Commons select 
committee thought them a bit 
rushed; some Conservative 


~ backbenchers (admittedly, of 


the maverick persuasion) wor- 
ried that reforming the NHS 
might lose the next election. 


Upsets 


The full chaos of the Abbey 
National flotation became ap- 
parent. Hundreds of thou- 
sands of share certificates are 
still missing. Abbey blamed 
Lloyds Bank registrars. 


First guesses say only 12.5m 
Britons will go on package 
holidays abroad this year, 1m 
fewer than last year. They 
have been deterred by algae in 
Italy, typhoid in Spain, strik- 


ing air-controllers in France, 


hotter weather in Britain and 
their own mortgage rates. But 
do the Italians, French and 
Spaniards really mind? 


Satellite television is good 
for someone—Alan Sugar’s 
Amstrad, which has got more 
than 60% of the market for 
dishes. Independent television 
companies are lobbying the 
government against the pos- 
sibility of takeovers by foreign 
firms when television enters 
its brave, deregulated world. 
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Saboteurs caused th 
ment of a train nea 
More than 100 peopl 
without serious injury. BR 
fered a £10,000 reward fe 
help in catching the culp 


À Danish trawler, arre 

for fishing Sonica was 
chased around the Hebrides 
for ten hours after escaping: 
from custody in Stornoway. 


Getting there 


Retail sales figures were pi 


-lished for June, show: 


2.396 drop since May, sharp 


than expected. The Bank of 
England said that company - 


profitability is at its highest 
for 25 years. Investment is. 
clipping along nicely, too. - 


British Rail, in a joint venture 


with the French and Belgian — 
“railways, disclosed plans to. = 


spend £500m on 30 new ex- 
press trains to link Scotland . 
and the English regions to the 
Channel tunnel. The trains 
will have a top speedof — . 
180mph, and might enter se 
vice by 1993—if they arrive. 
on time. 


| Britain’ S happily multira 
men's athletic team beat R 


sia and East Germa 


others, to win the Europ 


Cup. The two blac Br 
cricketers due to play in Sc 
Africa withdrew from the: 


cenaries' tour. - 


It advised ne to run ires 
down, rather than endanger 
other craft by swerving. 
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Dividend per share 


The interim. dividend of 8.15p per share will be paid on 17 November 1989 to shareholders on the 
will cost £34.5m (£30. 5m). 


cies will; again be offered the choice of receiving fully paid Qulnaty s shares, rather than cash, in respect of all or part of the interim dividend The 
interim report will be circulated to shareholders on 16 August 1989. Members of the public may obtain copies of the report jii inicie tó de 


Shareholder Relations Service, Commercial Union Assurance Company plc, 69 Park Lane, Croydon, Surrey, 
ext. 8866. | ! 
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Answers came there none 


Northern Ireland has had 20 years of the Troubles. Is anything more than 
muddling-through in sight for the province? 


RIOT; a volley of plastic bullets; a 

young boy killed. To television viewers, 
the news from Northern Ireland this week 
must have epitomised the old familiarities of 
every bulletin on the province since, 20 
years ago, soldiers from the First Battalion, 
the Prince of Wales's Own, arrived on the 
streets of Londonderry. The soldiers are still 
there, waiting for more familiar violence as 
the anniversary is marked. 

Yet over much of the lovely Northern 
Ireland countryside—and in two-thirds of 
the city of Belfast itself—armed soldiers on 

atrol are now a rare sight. When riots hap- 
e... they have a ritual feel to them. Vio- 
lence is no longer so widespread and anar- 
chic: the terrorist tactics of both the IRA and 
the extreme Protestant loyalists have in gen- 
eral become more targeted on partici- 
pants—not on innocent observers. Mean- 
while, cushioned by the lowest mortgages in 
the United Kingdom and enjoying signifi- 
cantly more income than their counterparts 
on the mainland, the middle classes have a 
comfortable life. You can live within three 
miles of deprived and scarred west Belfast 
and see the troubles only if you choose to— 
on the television news. 

The symptoms have abated, but the dis- 
ease rages on. The security forces face skilled 
sniping, sophisticated "drogue" grenades 
which parachute down and cling to their tar- 
gets, erratic but murderous mortars, and 
booby-trap bombs made of odourless, plas- 
tic Semtex. 

Patrolling soldiers and police are pro- 
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tected by airborne surveillance and by 
much-improved body-armour. But off-duty 
policemen and part-time members of the lo- 
cally-raised Ulster Defence Regiment 
(UDR)—almost invariably Protestants— 
present much softer targets. For them and 
their families, the violence means constantly 
varied routes to and from work, security 
lighting around their homes, closed circuit 
television and endless vigilance. And when 
such people are murdered, Loyalists seeking 
revenge continue to strike at random 
Catholics. 

The contrast between the affluent, de- 
tached middle classes and the murderous 
tensions beneath the surface of life in 
Northern Ireland is a fair monument, for 
good and bad, to the British government’s 
record in the province. If a solution to the 
conflict does exist, it has yet to be defined. 
Only zealots believe that direct rule from 
Westminster is imposed out of malice or im- 
perial delusions. Sinn Fein and its support- 
ers are the only significant political force, 
north or south of the border, calling for im- 
mediate British withdrawal. Lacking an an- 
swer to the troubles, the government has for 
20 years struggled to contain them. Mean- 
while, it has pursued ad hoc policies built 
round subsidies of public money, and al- 
most ritualistic calls to unionists and nation- 
alists to come together for the sake of the 
province’s future. 

This approach has been hugely expen- 
sive. For many in Ulster, the chief signifi- 
cance of Westminster's commitment is the 


high-profile public spending that goes with 
direct rule. The Royal Ulster Constabulary's 
budget is running at £1m a day, perhaps 
twice that of the army and the UDR together. 
Supporting the expanded police force and 
judicial apparatus are legal-aid funds which 
have created a new class of prosperous law- 
yers. Total compensation for property dam- 
age and personal injury throughout the 
troubles now nears the £700m mark. 

Roughly half the jobs in the province 
depend directly on public expenditure. The 
government's own estimate of "support to 
industrial development, agriculture and the 
cost of running the courts" stands at £1.5 
billion a year. The cost over the years of run- 
ning the Harland & Wolff shipyards, and 
Shorts the plane-makers—both now sold 
into the private sector—is better not 
guessed at. In a permanently depressed 
economy, welfare dependency runs at levels 
above any seen on the mainland. Supple- 
mentary benefits in 1986-87, the latest fig- 
ures available, were £217 a head, against 
£147 in the country as a whole. 

Muddling through has had other, less 
tangible costs. The government wins little 
credit from either side of the communal di- 
vide. And since pragmatism is never openly 
acknowledged, the gap between ostensible 
goals and covert policy costs the govern- 
ment precious credibility. Every successive 
Northern Ireland secretary of state has, for 
example, said that he wants to restore re- 
gional government. to the province. They 
have all known this to be unachieveable, 
since neither unionists nor nationalists are 
ready for the compromises that would be 
needed before the British could endorse 
devolution. 

Equally, politicians must talk of defeat- 
ing the IRA. But military strategists decided 
by the mid-1970s that containment of ter- 
rorism was the best that could be hoped for. 
Loyalist paramilitaries would never be as big 
a threat as the IRA; the IRA itself could be 
restricted and demoralised by skilful deploy- 
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2s over Belfast to SAS ambushes in the 
s of South Armagh. 
ven such a limited and defeatist brief, 
always going to be hard for the nine 
taries of state who have succeeded each 
ince 1972 to inspire local confidence 
lirect rule from Westminster. They have 
‘been helped by the universal conviction 
Northern Ireland that their post has little 
gnificance in political Britain. And too 
many have lacked personal clout. Mr Peter 
Brooke, appointed in the reshuffle, is only 
the most recent example of a man sent to 
Belfast as “a safe pair of hands". After the 
rbulence of two decades, he is simply ex- 
pected to hold the fort. 
.. British politicians once aspired to some- 
hing more. But the piecemeal and uncon- 
vincing reform programme of the early years 
British intervention failed to reassure 
holics alarmed by tough security mea- 
s, and it simultaneously unsettled the 
testants. The IRA, almost wholly discred- 
d by the late 1960s, was reborn as self-pro- 
ned protector of the Catholic ghettoes, 
eafter, British policy lurched from one 
10c solution to another—often with un- 
y results. Internment, introduced in 
1 at the express request of the Unionist 
ministration in Ulster, simply strength- 
ed the IRA terrorists. Again, Westminster 
ered over the status of convicted terror- 
first granting them privileges as political 
oners, then withdrawing all such conces- 
sions. This latter move triggered the hunger 
es of 1980-81. The deaths of those on 
ike nourished Sinn Fein, the iRA's politi- 
| wing which competes with the anti-IRA 
cial Democratic and Labour party for the 
tionalist vote. 
Whatever the first grand hopes for the 
nglo-lrish agreement signed in November 
5, it has not yet replaced the pragmatism 
| preceded it. In the agreement’s three 
a half years, Mrs Thatcher’s impatience 
Treland has revived the old approach of 
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= crisis management. The agreement is now a - 
minimalist affair of co-operation on secu- 
































rity. It suits the domestic politics of the Irish 
government to have a formal vehicle for 


. complaints. For the British, the Agreement 
is a paper that can be hawked around the 


world (to Washington, particularly) to show 
that they and Dublin are of like mind. 
Might a renewed commitment to a 


. Shared approach between London and Dub- 
lin one day yield lasting dividends? The 


Northern Ireland Office said it was encour- 
aged by the recent elections in the province, 
in which both Sinn Fein and the hardline 


Unionist leader, the Reverend lan Paisley, 


saw their vote fall. But the weakening of - 


Sinn Fein may simply focus nationalist fer- 
vour on what many Republicans have al 
ways believed is their proper business: 
shooting the British out of Ireland. Mr Pais- 
ley's voters, far from being displeased by his 
extremism, are mostly disillusioned by his 
failure to stand by the terrorists of the Ulster 
Resistance that he once helped to call into 
being. 

The sDLP's John Hume is still trying to 
launch a debate on proposals for joint ref- 
erendums, north and south, about new 
forms of government for the whole island. 
He does not say that such referendums 
would, beyond any reasonable doubt, per- 
petuate partition. The debate, anyway, will 
not happen. There is no momentum inside 
Northern Ireland for it. On the mainland, 
meanwhile, the government's broadcasting 
ban, which has reinforced the sullenness 
and alienation of IRA supporters, has served 
to make Northern Ireland even more re- 
mote—a problem with no solution. 





The economy 
Cooling, just 


AKE a quick look at the figures and the 

government's high-interest rate medi- 
cine seems to be working. Retail sales in the 
three months to June were only 396 higher 
than a year ago. This compares with 896 an- 
nual growth early last year and is the small- 
est 12-month rise since 1982. Can the gov- 
ernment now safely relax its grip and reduce 


interest rates? Most economists doubt it, at. 


least before the end of the year. 

Partly, this is because the consumer 
binge may have some way to go. The 
monthly retail sales figures account for only 
about a third of total consumer spending, 
and may understate spending's current 
buoyancy. Services and certain retail spend- 
ing (like cars, and some drink and tobacco 
sales) are not in the figures. Sales of those 
items have held up well; it is household 
goods which have been hit hardest. Car 
sales are robust—helped, admittedly, by the 
vast array of finance deals around—— with 









registrations 8% high 








n the first half of 





this year than in 1988. : | t. 
Spending power will be boosted in Oc- : 

tober by a cut in national insurance con- 

tributions announced in the March budget. 


The cuts will be worth the equivalent of 2p 


off the basic rate of income tax, lifting dis- 
posable income by almost 196. But since the 
cuts in the rates will be concentrated on low- 
earners, a bigger chunk is likely to be spent. 
Indeed, the London economists at Goldman 
Sachs, an American investment bank, fore- 


cast that real personal disposable income 
will rise by no less than 5% this year, 


roughly the same as in 1988-89, so consumer 
spending is not going to collapse—though 
the good news is that high interest rates will 


. ensure that more of total household income 


- will be saved. . 








In its annual report on the British econ- 
omy, the OECD predicts that the growth in 
consumer spending will slow from 6.596 last 
year to a still-robust 344% this year, so GDP 
growth, it thinks, will remain above 296 this 
year and next. The inflation rate, as mea- 
sured by the cpr deflator, is forecast to be 
still nudging 6%.at the end of next year. 

The OECD thinks the current-accoungag 
deficit is past its worst; even so, it E 
the deficit to stick at around £16-17 billion 
(4% of GDP) this year and next. The visible 
trade deficit is now shrinking; on the other 
hand, the surplus on invisibles is dwindling 
as the current-account deficit erodes Brit- 
ain's overseas assets. The invisibles' surplus 
looks likely to drop below $5 billion this 
year; it peaked at $8.9 billion in 1986. 

According to the OECD, Britain's export 
performance in the 1980s compares well 
with the past. After falling for decades, Brit- 
ish exporters' share of world manufactures 
has held stable for five years—producers 
have taken advantage of the fastest growing 
world product: markets. But the OECD also 
thinks there has been an improvement in 
non-price competitiveness—perhaps be- 
cause of supply-side reforms. Nice, if true; 
but too many British consumers think for- 
eign is best, and British is shoddy. 
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Liverpool 


Believing in Yesterday 


T HAD to be Liverpool. When the rest of 
the country’s dockers faced the future 
and got back to work, Liverpool stayed out. 
A week after the national strike was called 
^ the Liverpudlians went back, carrying a 
ner that said “bloody but unbowed”’, as 
though to engage in an unwinnable battle 
with economic reality was heroic. 

Liverpool used to be one of many crum- 
bling urban embarrassments, condemned 
by inner-city collapse and the north-south 
divide. Now it is unique. Glasgow has hyped 
itself back into prosperity. The Welsh, 
kicked by Thatcherism out of coal and steel, 
are finding sunrise jobs, not least from Ja- 
pan. Newcastle and the north-east are riding 
to life again on Nissan’s back. Liverpool re- 
mains a museum to the depression that 
hung over much of peripheral Britain in the 
1970s and early 1980s. 

The city feels like an expensive but un- 
successful party. The architecture and the 
scale are grandiose, but not enough people 
have come. A sunny lunch-hour in the com- 
mercial centre is as dead as an August after- 
noon in a French provincial town. The 
streets are half-empty in rush-hour. Shop- 
^ ats are boarded; “To Let” signs prolifer- 

. The once-smart Georgian merchants' 
houses left standing are ungentrified. 

The city has under 480,000 people, 
down from 750,000 in the early 1960s; and 
Merseyside's population fell faster in 1981- 
87 than anywhere in Britain except the 
Western Isles. Local businessmen say they 
are doing nicely, now. But there has been 
virtually no new investment. The record of 
the  governmentappointed Merseyside 
Development Corporation (MDC) is a dis- 
mal measure of the private sector's opinion 
of Liverpool. The government thinks that 
urban development corporations' invest- 
ment should lever in four times as much pri- 
vate money. The MDC over nine years has 
invested £175m; just £40m has come from 
the private sector. Little wonder unemploy- 
ment, at 14.796, is more than twice the na- 
tional average, and the council, with 31,000 
staff, by far the city's biggest employer. 

Why did Liverpool miss the tide of eco- 
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nomic revival, when places that looked al- 
most as dreary in the early 1980s caught it? 
Some blame geography. True, Liverpool al- 
ways looked to the Atlantic, and these days 
Britain looks to Europe. But if that were all, 
Manchester, Glasgow and Cardiff too 
should have gone down the drain. 
Liverpool does face tough local compe- 
tition. Nearby towns that once doffed their 
caps to it now suck in the new growth. Man- 
chester gets commercial and financial in- 
vestment, Chester the shoppers from north 
Wales. Southport has pleasant streets, War- 





rington good road links to 
attract industrial invest- 
ment. Welsh Development Agency grants 
help tempt the likes of Toyota to north 
Wales. 

Yet Liverpool too has good road and 
rail links, empty office space, fine architec- 
ture, unemployed labour. Why, then, does it 
not get the investment? It's an image prob- 
lem, say Liverpool's promoters, implying 
that outsiders fail to perceive the reality. 

. But Liverpool really is a peculiar place, 
and not just because, as in many ports, its 
people are a strange mix—Lancashire folk, 
Irish, Scots and Welsh, plus the Africans, 
West Indians, Chinese, and Asians whom 
the ships brought in. Such a mix can bring 
economic vitality. But Liverpool is stuck in 
the past, in a time-warp of Beatlemania and 
class solidarity. Every time the men trying to 
market it get half-way to persuading people 
that it is just like everywhere else, Liverpool 
publicly proves them wrong. 





When other cities were beginning to re- 
cover from the recession, Militant storm 
Liverpool with a class-based ideology and 
slogans that made the rest of the country 
laugh and potential investors shudder. This 
year, just as Liverpool's marketing men were 
telling the world that the area's productivity 
could compete with anybody's, Birds Eye 
announced it was closing its factory at 
Kirkby because it was the only plant in Brit- 
ain not to accept new working practices. 

When people were beginning to forget 
the behaviour of Liverpudlian football fans 
at the Heysel stadium in Belgium in 1985, 95 
people were killed at Hillsborough. Not 
their fault, certainly. But any other city 
might have turned against a game that en- 
courages the mass hysteria that leads to such 
disasters. Hillsborough seems to have in- 
creased Liverpool's veneration for football: 
the city turned the pitch at Anfield into a 
flower-carpeted shrine. 

"We're better footballers than you, and 
men," shouted one of the Liverpool dockers 
picketing Southampton, thus neatly linking 
the city's passion with its failure. Virtue is 
muscular masculinity, united shoulder to 
shoulder whether against the opposing team 
or the fortunes of the real world. 


What next? 


Behind the compulsory optimism of Liver- 
pool's promoters, there is an understand- 
able gloom. The place has missed out on one 
boom. Is there any good reason why it 
should do better from the next? 

The ideas offered so far to regenerate 
Liverpool, coloured by the city's sense of its 
own importance, imply that by flicking the 
right switch the city can rediscover its for- 
mer glory. As Liverpool University's Profes- 
sor Patrick Minford, of the economic right, 
points out, everybody has their own pana- 
cea. His idea is based on a surplus of manual 
labour. “Sooner or later," he says, "invest- 
ment will come and mop that labour up.” 

Mr Minford resigned from the MDC 
when it rejected an application for a coal- 
fired power station in Birkenhead. He 
thinks Merseyside should take what indus- 
trial investment it can get. The MDC believes 
clouds of coal-dust in the air would scupper 
its plans to turn Liverpool into a tourism 
and leisure centre. "Do you really think," 
asks the professor furiously, "that 100,000 
ex-dockers are going to be waiters?” 

Among other ideas being canvassed is a 
barrage across the Mersey (tricky on a still 
working river). Some hopefuls claim the 
Chunnel will restore Liverpool's status as 
one of Europe's big ports: ships from Amer- 
ica could unload on the Mersey, and con- 
tainers could be whipped down to continen- 
tal Europe by truck and train. Even the 
Mersey Docks and Harbour Company, the 
main potential beneficiary of the scheme, 
describes this as cloud-cuckoosville. 

Liverpool as a media and arts centre? 
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more than the poets and pop groups of the 
1960s that it harks back to: it produces Brit- 
ain's best soap opera, "Brookside", and 
boasts one of its best writers, Mr Alan 
Bleasdale. 

- ^ But by concentrating on regeneration, 
Liverpool ignores an uncomfortable reality 
which, if faced, could be turned to the city's 
advantage. The place is going to get a lot 
aptier still. People are leaving at a rate of 
000—196 of the population—a year. The 
owing numbers of half-derelict housing es- 
tes and rows of shops are a constant re- 
inder of the city's failure and a disin- 
ntive to anybody thinking of moving in. 
.*. Yet all over Britain, companies and peo- 
ple are moving to greener places. Why 
should not Liverpool's city centre become 
me? Green surroundings would enhance 
the value of the architectural beauties that 
have survived the past two decades. 

Mr Michael Heseltine, once dubbed 
minister for Merseyside because of his inter- 
st in the city, ordered the planting of grass 
nd trees; but since he left, the grass is un- 
mown, and the city centre once more looks 
ike a site awaiting redevelopment. The 
place now needs bulldozers, lawnmowers 
and gardeners, not panaceas. That would 
not heal Liverpool’s gaping self-inflicted 
wound, the dreadful reputation of its 
Workforce; but at least it would be a start 
oward making it the sort of place that com- 
panies choose rather than run away from. 
Unambitious, certainly, but perhaps the 
time has come for Liverpool to be modest. 





. Gory Twelfth 
<- AUGUST 12th, and it's open season at 
A X last on the Scottish moors. A grand 


‘season this one promises to be. The game 
-is abundant, the hunters too. The game? 


: patient hunters? Culicoides impunctatus, 
the Highland midge. 

C. impunctatus, though tiny—indeed, 
invisible to the producers of tourist bro- 
chures or wildlife documentaries—is the 
Highlands’ master race. Mistress race to 
be exact: it is the female that bites. Stron- 
- ger than the golden eagle, fiercer than the 
- wild cat, she outwits even man, who can 
- swat the individual and has learnt how 
- (briefly) to repel the swarm but is just as 
. impotent against the species as 45 years 
- ago when his first researches began. 

_ True, this dreaded predator’s hunting 
life is brief, and she drinks less than one 
ten-millionth of a litre of blood, to mature 


. Marketing - 


^. Grouse-shooters, of course. And the im- 


Class struggles 





Market researchers have tried slicing up the population in a variety of new 
ways to try to predict what people are likely to buy. But the oldest of all, | 


social class, turns out to be as good 





THAT are you? Are you aB, a Il, Inner- 
directed, or living in a Better-off Re- 


tirement Área? You may not care, but a 


large industry spends its time devising cate- 

y1 gories that will predict whether 
you are likely to buy a sports 
car or a high-fibre breakfast ce- 
real, send your child to a pri- 

‘ “= vate school, vote Conservative 
or want to change the third world. Once the 
advertisers have decided where to put you, 
they reckon they can figure how best to sell 
to you, too. 

_ The government started classifying peo- 
ple as part of the 1911 census. It sliced up 
the population into eight social classes de- 
fined according to the head of the house- 
hold's job. Five were based on groups of jobs 
and three on specific industries—agricul- 
ture, coal-mining and textiles. Jobs were 
grouped together less by income than ac- 
cording to the civil servants’ perceptions of 
class: thus, an academic was higher than a 
businessman. The purpose of the exercise 
was to discover infant mortality variations 
through society. They were large. 

With some modifications for changes in 
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employment (coal-mining, agriculture and 


textiles no longer have their own categories) 
the system has survived as the main tool 
used by researchers to classify people. The 
market-research industry, which started up 
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her eggs, at a sitting. But a good year can 
bring 10m midges to the acre, and the av- 
erage grouseman, be he ghillie or Arab 
sheikh, has only 5% litres to donate. A 
wet spring and hot summer, such as this 
year's, are just what—humans apart— 
madam C. impunctatus likes best. 

What defence has her prey? Not much, 
and, since the 1960s, virtually no research 
either. Early studies found that adult 
midges laugh at chemical sprays. Spraying 
of the boggy breeding-sites kills the larvae 
(C. impunctatus spends its first ten 
months underground), but adults from 
further afield then simply move in. Biolog- 
ical control has not been tried. 

So the victim must fall back on short- 
term, individual defences. Repellents 
work—in a fashion, for a time. But the 
only real security is to stay indoors on 


cloudy days or at dusk, when the ligh 
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as any 


in the 1950s, adopted almost the same 


. groups (see table below). 


The size of the classes changes over 
time. In the past ten years, the shifts have 
been sizeable (see chart 1) Class E has 








boomed because of higher unemployment 
and more retired people living on state pen- 
sions. The C2s are shrinking because of the - 
decline in manufacturing industry. 

Critics point out that it seems odd to- 
rely on occupation, rather than income or 
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dims to the critical 260 watts per square 
metre below which C. impunctatus's 
blood-lust starts to burn. That, in the 
Highlands, means going as well armed 
with Tolstoy* as with gun or rod. 





* and "Midges in Scotland" (Aberdeen University 
Press, £3.95), whose biologist author, Mr George 
Hendry, got so bitten with the subject that he bought 
a holiday home in the midst of them. — .—. 

















Shifting classes 


Proportion of total population 
in each class 











Share in 1979=100 
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“family size, to predict how somebody will 
‘vote or what they will buy; even stranger to 
lump occupations together according to 
hose. uncomfortable perceptions of class 
plague British society. Why should a 
à with earnings well below the national 
average, be placed in class I, above a success- 
ful small businessman? Why should a slick- 
suited senior advertising executive and a 
borough surveyor rub shoul- 
ders in class A? 

The system’s age can be a 
weakness. Used to predict con- 

426 sumer decisions, it was devised 

before the television and the microchip. Its 
archaic view of family life focuses on male 
heads of households. A woman accountant 
án private practice drops from A to Ci when 
ishe marries a primary school teacher. Men 
in A grade are still A's when they retire (as- 
suming they have a private pension) even 
though their incomes drop. 

Newer classifications seem promising. 
@ Disposable income. Its supporters believe 
that spending power predicts best what peo- 
ple buy. Income and class are imperfectly 
correlated, as our poor vicar knows; and the 
. ionship changes over time. The link be- 

^n class and income weakened in the 
early 1980s, but strengthened lately as tax 
rates fell abd top salaries climbed faster than 
average earnings. ^ 
» Housing. The best NE is Acorn (a 
ssification - of residential neighbour- 
hoods) which splits Britain into 11 housing 
rypes and 38: sub-types. The kind of housing 
' e i in, it implies, is closely related to 
~ what you buy: thus, people in 
1 Better-off Retirement Areas do 
^ not buy many nappies. 
@ Demography. These classifi- 
cations categorise by age, mari- 
tus, children, and who in the house 
hold is working. One of the best is Granada 
Television's "Lifestage" analysis, which 
splits people into seven categories along the 
lines of "married with at least one child aged 
under 4". 
Attitudes. People buy a lawnmower be- 
use they have a lawn, and probably choose 
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How we vote 


Voting intentions, April-June 1989 
As % of voting population by class 





the cheapest of the right size. A car or a 
newspaper depends much more on how 
they see themselves; so some classifications 
split rue p uainn into psychological 

: * types. A battery of questions 
tries to gauge things like self-es- 
teem, optimism and feelings of 
j control over life. 

i w € Underlying motivations. 
Deen down, what are you really like? One 
variety of this currently fashionable method 
divides people into Sustenance-driven (who 
want security—both poorer people and the 


rich worried about keeping their cash), 


Outer-directed (who want to be seen making 
it—a materialistic, conservative lot) and In- 
ner-directed (who don't give a hoot what 
other people think). 


Why stick with the old? 


The 1911 classification survives partly be- 
cause adopting a new system wholesale 
"m would make comparisons with 
3 the past impossible. More im- 
portant, though, no other sys- 
tem has proved that it is a bet- 
*4 ter general predictor. New 
categories are better for some areas, none 
for most. 
People still vote according to their social 
class (see chart 2). The pattern is pretty sta- 
ble; if anything, hardening. Health corre- 



















Infant mortality 


index of deaths per '000 live legitimate births 
(class | mothers 100) 
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wholewheat pasta than class E. 


SES. 









lates neatly, too: variations in 
ity (see chart 3) are about as 
to class as they were in 1911. Work done 
the Henley Centre, a market research. 
forecasting organisation, suggests. 
higher your social class, the happ 
likely to be. 

Disposable income rivals class as 
s in some areas—the buying of elect 
cal goods, for instance. But, as chart 4 
shows, income is not much better than occu: 
pational class; so research companies tend 
to go on using the old system. And the old 
categories are also good at telling who w 
pick up on latest consumer trends: class pi 
dicts perfectly who will understand 
benefits of high-fibre, low-fat diet. Class A i 
over 25 times more likely to buy dry 

































Class performs badly in some areas; b 
generally those where income is not à 
good either. Beer-drinking, for insta 
links best with age. A combined clas: 
education system, which puts Ci gradu 
in with AB's who left school at 18, is o 
the advertisers’ favourite ways of deciding 
where to advertise. 

Housing turns out to be less good than 
class at indicating what people buy for thei 
houses. Acorn's "affluent suburban ho 
ing’ “dwellers are ten times as likely to have 

; dishwasher than are its "poa 
est council estates"; but A's 
more than 100 times mo 
likely to have one than are E's. 

ii Dut like the class system; 
Acorn can be sharpened by combining: 
with other factors—age, especially. — 

Attitude categories are useful for gooi 
like cosmetics. Women buy them fo 
surance and to confirm their ideas à 
themselves. So adverts for sporty gi 
make-up will be screened during 
grammes with tough, assertive heroine: 

So different systems have their own 
ners of superiority. But in the end, all. 
research of the past three decades: ha ma 
aged to improve on the good old class 
tem only by refining it, not junking it. — 
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D How many goods we buy 


| Mali: ol domestic appliances end 

































































A former American treasury 
secretary, William Simon, who 
"would like to buy B.A.T In- 
-dustries’ American insurance 
: Subsidiary, Farmers, emerged 
- as one of a string of new inves- 
ots when Sir James Gold- 
smith formally launched his 
-$21 billion break-up bid for 
: the tobacco-to-retailing giant. 
Sir James is offering only pa- 
| pet; still no cash yet. 


| Suez, a big banking and in- 

| vestment group, launched 

| France's biggest takeover bid 
I: with a $2.5 billion offer for 

|. control of Cie Industrielle, a 
holding company whose main 
| asset is a stake in a French in- 
surer, Groupe Victoire. If suc- 
cessful, the bid would give 
Suez control of Groupe 
Victoire. 


A British electronics group, 
Plessey, steeled itself co fight 
final $3.3 billion bid by com- 
Patriot GEC and West Ger- 
many's Siemens. 





ate, won control of the Con- 


group, with a $5.3 billion bid. 


Pills and potions 


. Wellcome's AzT drug can, 
says an Ámerican study, stall 
the development of alps and. 
the AIDS-related complex in. 





Hanson, a British conglomer-- 


solidated Gold Fields mining 


people with an early infection. zi 


America's Coca-Cola. contin: - 
ued its overseas growth with |. 





| 


an agreement to form a joint 
venture to acquire a bottling 
company in New Zealand for 
about $130m. The soft-drinks 
giant also completed its acqui- 
sition of a bottling subsidiary 
of France’s Pernod-Ricard 
for about $140m. | 


Computer makers 
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Frederick Wang resigned as 
president of America’s Wang 
Laboratories days after the 
family-controlled computer 
company reported a $424.3m 
loss for the year to June 30th. 
His father, An Wang, who 
founded the company, is tak- 
ing over again until an out- 
sider can be found. 


America's Sun Microsystems 


and Hewlett-Packard 
stepped up their battle in the 
market for powerful computer 
workstations with new licens- 
ing agreements for the chips 
that go into them: Sun with 
Holland's Philips and 
Hewlett-Packard with South 
Korea's Samsung. 


Finance 
The bail-out plan for Ameri- 


can savings and loan associa- 
tions became law. The new 
legislation allows the govern- 
ment to borrow an extra $50 
billion over the next 26 | 


months. 


. Japanese banks accounted - 
"for most of the 2196 rise in in- 


ternational banking activity in 


the first quarter of 1989, says 


the Bank for International 





cludes Holland’s KLM. 


Warren Buffett’s investment 
company, Berkshire Hatha- _ 


Settlements. They increased | 
transactions with other finan- 
cial centres by 31%. — 


To spread its shareholders’ 
base, CS First Boston, an in- 
vestment banking group, sold 
13.3% of its equity to seven 
Japanese financial institutions, 
including Mitsui Trust, and a 
Belgian finance company. A 
further 2.5% is to be sold to 


American investors. 


Rules and regulations 


After much criticism, the Se- 
curities and Investments 
Board unveiled new regula- 
tions to simplify the rules gov- 
erning Britain’s financial 
services industry. 


Japan plans to relax rules on 
the listing of foreign shares on 
the Tokyo Stock Exchange 
in response to pressure from. 
America to open the domestic 
securities market to more for- 
eign participation. 


Airlines 





Marvin Davis, a Los Angeles 
investor, launched a $5.4 bil- | 
lion bid for UAL, the parent of 
United Airlines. The offer 
could spark an auction for 
UAL, similar to that for North- 
west Air Lines which was won. 
by a $3.6 billion offer from an 


investment group which in- 





Bottom lines 
WPP, conqueror of Ogilvy, 


| tionally quoted aguas mo- 
AE napa: Telefóni 
| net profit in the fiw half of 


| lion ($276). 





way, took a 12% stake in 
USAir. The Nebraskan inves- 
tor’s move could warn off 
predators of the American 
carrier. 


"Trans World Airlines’ 


chairman, Carl Icahn, said — 
that a merger is only one of 
several ideas for the future of 
the American carrier. TWA’s 
disgruntled unions have been 
trying to find buyers. 


New directions 





facturer of athletic shoes and 
sports wear, is broadening its 
business. The company, which 
is partly owned by Britain's 
Pentland Industries, has 
agreed to purchase Boston 
Whaler, a power-boat builder, 
for about $42m. 


Malaysia's government plans 
to privatise 246 state-run busi- 
nesses and projects worth 

more than $6 billion over the 


next decade. 


came closer to challenging 
Saatchi & Saatchi for world 
leadership in advertising by in- 
creasing its pre-tax profit by 
61% to £26m ($44m) in the 
six months to June 30th. 

J. Walter Thompson, an 
agency which wep bought in 
1987, pulled in more than 
one-third of the group’s 
£300m-worth of new billings. 








With Spaniards hanging on 
for 624,000 new telephone 
lines, the country’ s interna- 
















1989 by 13.2% to Pts32.7 bil- 

















Rocky Fairtex 


IGHT be thought that Mr Rupert 
och had quite enough on his hands 
g Sky, his infant British satellite tele- 
on service. Yet he is the media mogul 
ho never sleeps. Battle royal is about to be 
joined between Mr Murdoch and John Fair- 
- fax & Sons, his only serious rival in Austra- 
: lia s newspaper industry. 
This month three new Sunday 

: papers are due to be launched 
Av ivielbourne, Australia’s second- 
largest city. Two will belong to Mr 
"Murdoch, who already controls 
-just over 60% of Australia’s big 
metropolitan and daily national 

newspapers, measured by reader- 

ship. The likely loser will be the 
"third, owned by the family-con- 
rolled Fairfax empire, already 
-groaning under a load of debt in- 
curred by the young and brash Mr 
- Warwick Fairfax, Jr. 

. Until recently, Fairfax’s Mel- 


Herald & Weekly 
"Times (H& WT) group jointly pub- 
lished Melbourne's leading Sun- 
aday paper, the Sunday Press. But 
safter print unions agreed to work a 
‘weekend shift, and newsagents 
agreed to do home deliveries on 
7" days, Mr Murdoch leapt at the 
ice to go it alone. He plans to 
Baunch Sunday editions of both 
BHS WT s profitable Melbourne tab- 
id, Sun (571,000 circulation), 
i ie loss-making Herald 
000). Fairfax will counter 
nday edition of the Age (233,000), 
Oup's most profitable paper. 
/ith a population of 2.9m, Melbourne 
Ws a poorly tapped market for Sunday pa- 
pers, which in Sydney (pop 3.3m) and Bris- 
iba e (pop 1. 1m) attract A$67m ($52m) and 
m in revenue annually. The trouble 
: ut it had no Sunday home delivery. 
Sunday Press and a now defunct com- 
titor r garnered only A$3m last year. ee 
observers believe Melbourne's market will 
row, but not by enough to support three 
papers. Mr Murdoch's Sun will probably 
thrive, while the broadsheets fight it out. 
at could be terrible news for the Fair- 
oup. Its broadsheet, the Age, must 











































both maintain its thick Saturday edition to 
keep Mr Murdoch's national, the Austra- 
lian, at bay and produce a credible paper to 
match Mr Murdoch's Sunday Herald. With 
1596 of Melbourne's classified advertising, 
the Age, though popular and respected, is 
vulnerable to any new competition, never 
mind a challenge from the well financed and 





determined Mr Murdoch. 

The Melbourne battle will be the latest 
episode in 2! years of tumult in Australia’s 
media. All but three of the country's 17 top 
daily papers, all three national commercial 
television networks and dozens of radio sta- 
tions have changed hands—some several 
times. In addition to Mr Murdoch and the 
Fairfax group, horsetraders included most 
of Australasia's better-known entrepre- 
neurs—Mr Alan Bond, Mr Kerry Packer, 
Mr Robert Holmes à Court and Sir Ron 
Brierley among others. Mr Murdoch's De- 
cember 1986 takeover of the ailing H&wr, 
the group his late father Sir Keith Murdoch 
built into the country's largest newspaper 


chain, started the frantic reshuffling. 
The biggest loser was the Fairfax. 
In a botched attempt to help H& wr fen 
theit common enemy Mr Murdoch, Fa 
purchased its HSV-7 television station, p 
ing A$320m, a staggering 75 times earning: 
In exchange Fairfax received Melbourn 
least-watched television station and instan 
conflict with Australia's media-ownersh 
laws. At the end of 1986, a fifth-generatio 
family member, Mr Warwick Fairfax ]r, the 
26, returned to Australia sporting a n 
Harvard MBA and grand ambitions. Im 
tient with the lacklustre performance o 
Fairfax board chaired by a cousin, he p 
ted to take control. 
Mr Fairfax’s daring Septembe 
1987 ploy of taking the compan 
private went badly awry. Faced 
with fierce family opposition, Mr 
.. Fairfax incurred A$2.55 billion of 
= debt to buy out shareholders, a 
. move that proved disastrous when 
world equity markets crashed the 
^ following month. As a result, he 
-< has had to resort to a fire-sale of 
assets. Fairfax sold its shares in. 
Australian Associated Press (a 
news agency) and Australian. 
Newsprint Mills for A$300m; its 
three television stations, including 
the cursed HSV-?, to Mr Christo- 
pher Skase’s Qintex group. for 
A$560m; the Canberra Times and 


for A$250m: a ‘and other a 
cluding its radio network, Britain 
Spectator, Ameri zit 
and property. It also closed tw 
loss-making Australian newsp 
pers, Sydney's Sun, and the n 
tional Times on Sunday. But 
company’s failure to sell the: 
tralian Financial Review to 
Holmes à Court, or the Age to: 
Robert Maxwell for A$850m, 3 
Mr Fairfax in dire straits. ; 
Mr Bond offered A$2 billion for che 
tire group, but was turned down. Instea 
Fairfax bought time. Last January, advi 
by Mr William Simon, a former Americ; 
treasury secretary who has just turned up i 
Sir James Goldsmith's bid for &.4.T Indu 
tries (see page 66), Fairfax refinanced its r 
maining A$1.6 billion of debt with A$450 
of junk bonds underwritten by Drex 
Burnham Lambert and A$1.15 billion i 
new bank debt. 
As the company is expected to mak 
losses for the next five years, all the bank 
debt will require refinancing in 1994-96. 
Fairfax's ability to survive depends on Aus- 
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A putt in time 





N ENGLAND, golf clubs still conjure 

up an image of upper-middle-aged 
and upper-middle-class businessmen— 
the sort who make sound committee 
men or prime ministers’ husbands— all 
gathered round an alcoholic nineteenth 
hole. The same could be said for most of 
continental Europe. But not for long: 
that curious creature, the post-yuppie, is 
knocking at the club-house door. Behind 
him are the businessmen who hope to 
turn European golf into the sort of $20 
billion-a-year market it is in America. 

America has around 12,600 courses 
and 25m golfers—against 17m in 1985. 
The new players include many of the 
postwar baby boomers, who now find 
tennis a bit too active and are wealthy 
enough to afford a game where good 
clubs (the sort to hit a ball with) typically 
cost $500 a set. Other new golfers are 










Her putter half 


tralia's economic boom continuing, which is 
doubtful. Fairfax must also maintain its 
dominance of classified advertising in Mel- 
bourne and Sydney, and lose no ground to 
Mr Murdoch's powerful Australian subsid- 
iary, News Ltd. The once sure-footed group 
is now teetering on a tightrope. Mr Mur- 
doch's challenge in the Melbourne market 
could well push it off. 

The Australian newspaper industry is 
enjoying unprecedented prosperity, grab- 
bing more than 4096 of Australia's A$4.4 
billion annual spending on advertising. But 
the Fairfax group is too burdened with debt 
to thrive even in a booming market. This 
year it expects to make profits of A$160m 
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older people keen to keep fit (and thus, 
they hope, alive). 

American golfers spend around $8 
billion on membership fees and equip- 
ment each year, and even more on travel 
and accommodation on special golf holi- 
days. Europe has a mere 5m active golfers 
(3m of those in Britain) and just 2,400 
golf courses (1,880 in Britain), according 
to Sports Marketing Surveys, a British 
research firm. The Eurogolfers spend a 
paltry $750m on equipment. But the 
market is growing: in France, around 115 
golf courses are under construction, half 
as many as those now in use; in Holland 
40 are being built, almost as many as cur- 
rently exist. Why the boom? Experienced 
putters say that the demand is coming 
from post-yuppies and the health-con- 
scious oldsters, just as in America. 

Most of the businesses building new 
courses in Europe are local ones. In Brit- 
ain these include Whitbread, a brewer, 
and Trusthouse Forte, a hotelier. But 
America's biggest golfcourse owner, 
Landmark Land, now receives joint-ven- 
ture proposals from Europeans every two 
weeks, and Nitto Kogyo, Japan's biggest 
golf-course operator, already owns 
Turnberry hotel and golf course in Scot- 
land. Other companies from japan, 
where the sport is seriously expensive— 
so seriously that few "golfers" ever see a 
green—are also active. 

The biggest gap in the European mar- 
ket is at the top. A common American 
complaint is that Gleneagles in Scotland 
is Europe's only luxury top-class hotel 
and golf course. Now Mr Brian Turner, a 
Canadian entrepreneur, is building a sec- 
ond one: the East Sussex National Golf 
Club. When finished the £32m ($50m) 
complex will include two  18-hole 
courses, a golf school and a 200-bed lux- 
ury hotel. Mr Turner is looking for 1,000 
members. The cost of joining is a 
£15,000 tradable debenture, exorbitant 
by British standards, but barely bigger 
than a caddy's tip in America. 






















































before interest and tax, not enough to cover 
the group's interest bill. 

Although Fairfax insists that money is 
available for the struggle, it is clear that Mr 
Murdoch has the upper hand. Further com- 
pounding Fairfax's troubles, his News Ltd is 
planning an A$300m press modernisation 
programme in Melbourne between now and 
1993. Efficient new colour presses will even- 
tually raise the stakes still further, if Fairfax 
is still around to fight. Meanwhile a chas- 
tened Mr Warwick Fairfax has called in pro- 
fessional managers to run his debt-ridden 
company. He is now working in America for 


the Chicago Tribune. 





Boeing and Airbus 


The stork cometr 





Bots is getting broody. For ne: 
decade, the world’s biggest aii... 
manufacturer has devoted its energies 
meeting the booming demand for airline 
and making bigger and better (and som 
times smaller) versions of its family of 7: 
757s, 767s and jumbo 747s. Pressed by custo1 
ers to come up with something to compe 
with the more advanced aeroplanes of : 
arch-rival Airbus Industrie, the company 
going back to the drawing board to concei 
a completely new airliner. If built, it wou 
be the fifth member of the Boeing family. 

Its likely cost is some $2 billion. Boeir 
must decide whether or not to go ahead wit 
the project within the next 6-12 months, if 
hopes to deliver the new twin-engined ai 
craft to airlines in the mid-1990s. With 
likely range of around 5,000 miles and tl 
ability to carry 300-350 passengers, it w 
compete with Airbus Industrie's new twi: 
engined A330 and McDonnell Douglas 
three-engined MD-11 (a successor to the > 
10), both already in production. 

Boeing will also have to stretch its : 
ready overstretched resources yet furthe 
The company has faced faults and delays. 
the delivery of some aircraft as it tackles tl 
complex problem of scaling up productio 
to meet record orders worth more than $£ 
billion. Boeing is trying to see how the deve 
opment and production of the new airlin: 
can be fitted in. 

The new airliner is codenamed the 767. 
because it was once planned as a bigger ve 
sion of the latest 767-300, but compar 
sources say that idea has been abandone 
Only the cockpit of the new airliner, bo 
rowed from the 767, would be the same as a 
existing Boeing model. A wider fuselag 
new wings and a few other ideas will lk 
Boeing try to leap-frog the new-technolog 
airliners pouring out of Airbus's assemb| 
hangars in Toulouse. 

All three commercial airline manufac 


THE ECONOMIST AUGUST 12 198 


Would they be better off growing 


ASH crops (ie, those intended for sale 
and export) compete with food crops 
for scarce resources of fertile land, water 
-| and capital. Their producers have to face 
| the twin risks that the price for their new 
"|^ product will collapse thanks to over-pro- 
| -duction elsewhere; and that local prices 
^| for other foods will rise more rapidly than 
| their incomes. The production of capital- 
` intensive cash crops, such as tobacco and 
sugar, can create a new class of landless 
rural proletariat. And the extra effort 
needed to grow labour-intensive cash 
"stops (like flowers and fancy vegetables) 
| an mean that mothers have less time to 
p wok after their children, leading to even 
higher rates of infant mortality. 

These are some of the tradi- 
tional fears about the dangers of 
encouraging subsistence farmers 
to switch from food to cash 
crops. A recent report* by the In- 
ternational Food Policy Research 
Institute commissioned by us 
AID, the Ámerican government's 
agency responsible for aid to 
poor countries, says that such 
fears are often misguided, but 
not always wrong. 

The report refutes the most 
fundamental fear: that cash-crop 
production eats into food pro- 
duction. In most countries where- 
cash-crop production is expand- 
ing, production of food crops is too. 

| Sadly, the reverse can also be true; both 
. "ash crops and food production are de- 
_ lining in parts of Africa. 
| The report focuses on schemes aimed 
| at fostering the introduction of cash crops 
in five countries (see table). All have small 
| farms, ranging from an average of 0.7 
] hectares in Rwanda to 4.5 hectares in Ke- 
nya; all (except Gambia) have fast-grow- 
ing populations and a shortage of good 
land. Peasants in all five are dirt poor. 
| Theamount of their land which farm- 
| ers have allocated to cash crops ranges 
|) from 52% in the Philippines to 14% in 
~ Gambia. Most have decided it is too risky 
| to rely wholly on the market and have 
|^ kept enough land under food crops to re- 
] main self-sufficient. They have achieved 
q- this either by using new techniques learnt 
] ^ with cash crops to increase yields of sta- 
Jles—Guatemalan farmers increased the 
eld of their maize by 3496, those in the 
hilippines by 28%—or by bringing fal- 
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The best land in Ethiopia is used to grow coffee; in Sudan it is used to 

grow cotton. Other “cash crops” are grown in most 
where an estimated one billion people live near the brink of starvation. 

ood for their own consumption? 


r countries, 





low land under cultivation. (It remains to 
be seen how much damage this will do to 
soil productivity over the longer term.) 
While maintaining food production, 
farmers in some of the schemes have seen 


their disposable incomes rise rapidly. In 


Guatemala farmers growing snow peas for 
rich people in New York can make 14 
times more from each hectare than they 
do from growing maize. Once the 12-fold 
increase in their costs is taken into ac- 
count, their return for each day of labour 
more than doubles. Many of the increased 








costs are made up of extra hired labour, 
demand for which has risen by 153% in 
the area where the scheme is operating. 
While Guatemala is a success story, 
Rwanda is a showcase of what can go 
wrong. The root of the problem there is 
that all land is owned by the state. That 
gives it the power to force farmers to grow 
export crops such as tea and potatoes to 
earn foreign exchange, even though the 
return on them is substantially below the 
already low return on food crops. Because 
farmers have to put so much effort into 
making the new crops viable, yields of 
their food crops have also fallen. Another 
problem in Rwanda—the government's 
failure to offer adequate compensation to 
farmers whose land was appropriated for 
the new scheme—is also common else- 
where. In the Philippines half the people 
in areas around the country’s sugar mills 
are now landless, compared to less than 
10% in-areas where traditional subsis- 
tence farming predominates. The wages 
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* By J. von Braun, E. Kennedy and H. Bouis of the 





paid to newly landless labourers are mis: 
able, ranging from $1.25 a day in the PH 
ippines and Kenya to 79 cents in Rwa 
for work that is often only seasonal. 
The key test in most countries shoul 
be whether the introduction of cash crops. 
has made farm families better fed and 
healthier. Yes, but not by as much as stat- 
isticians of national income suppose, 
judges this report. In Kenya and the Phil- 
ippines the average household's income | 
doubled, but the average calorie intake of | 






































pre-school children rose by only 4-996. 
This still left toddlers with a very unsatis- 
factory diet. As incomes increased in mo: 
of the areas studied by the report, the in 
dence of illness hardly changed. E 
One reason is sex discrimination, In 
many poor countries women control the 
production of food crops; men are respon- 
sible for cash crops, the income from 
which often comes in annual lump sums. 
Many men find it tempting either 
to spend the lump sum on some- | 
thing prestigious, like a bicycleor | 
cassette player, or to fritter it | 
away on more meat, drink and - 
cigarettes. Some decide to have - 
even larger families, but find | 
there are no medical services to 
meet this new demand. 
For the introduction of cash 
crops to benefit most farm fam- 
ilies, governments have to pro- ` 
vide the basic infrastructure. 
That means clean water and ba- 
sic medical facilities; roads so 
that food markets can function 
smoothly; simple financial ser- 
vices to help farmers even out their lumpy 
cash-flow; and information services to 
help ensure that methods used to produce 
staple crops are also improved. The 
money to pay for such investments should 
come from higher earnings from agricul- 
tural exports, too many of which are no 
siphoned off to ease the lives of the politi- 
cally more dangerous urban poor. — — 
The real disasters occur when govern- 
ments force peasants to grow cash crops 
against their will. That is what happened 
in Rwanda. Those living so close to the 
borderline of starvation cannot afford to 
make mistakes; bureaucrats sitting in 
cushy offices cannot avoid making them. 
Governments should remember that the 
world's most successful cash crop is one 
that governments try openly to discour- 
age—drugs. 


International Food Policy Research Institute, Wash- 
ington, DC. 
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turers agree airlines will want to replace 
their TriStars, DC-10s and some older 747s 
with new aircraft over the next decade. With 
air travel increasing, but airports already 
congested, the manufacturers reckon air- 
lines will want jets that are just as efficient at 
flying more passengers on short, busy routes 
between major cities as they are for less busy, 
long-haul routes. 

Boeing reckons it has found a lucrative 
slot in that market. Its new aircraft would be 
smaller than its 747 jumbo jet, but bigger 
than its 767. This may help shoot down any 
ambition inside McDonnell Douglas to 
make a bigger version of its MD-11—a chal- 
lenge to Boeing’s 747 on heavily travelled 
long-haul routes. 

Airbus Industrie, however, is Boeing’s 
real target. The European consortium has fi- 
nally begun to establish the same kind of 
commonality between different types of air- 
craft which previously only Boeing could of- 
fer. Airlines can make huge savings in main- 
tenance and training by buying aircraft that 
use similar parts and systems. In addition to 
commonality, Airbus’s family of airliners 
can offer newer technology than Boeing’s. 
The A330 uses a cockpit with "fly-by-wire"" 
controls identical to the highly successful, 
but smaller, A320. The A330 also has a sister 
aeroplane, the long-range A340, which is the 
same apart from being powered by four en- 
gines. Airbus already has 180 orders and op- 
tions for its A330, which is due to fly for the 
first time in June 1991. 

Boeing appears likely to go ahead with 
its project if it can find some “launch” cus- 
tomers. They may include British Airways 
(BA) and America's United Airlines. BA is 
keen to replace its TriStars. It is a long-time 
Boeing customer, but not necessarily a cap- 
tive one. Its chairman, Lord King, said dur- 
ing a recent visit to Boeing's Seattle head- 
quarters that "our relationship is nothing 
more or less than that between a competi- 
tive seller and a hard-nosed buyer.” Transla- 
tion: come up with a new aeroplane quick, 
or we buy from Airbus. 





Metal-mining mergers 
Props against 
the pits 


HE depression that gripped base-metals 

markets for much of the 1980s scared 
the daylights out of the mining industry. It 
pushed many household names to the brink 
of insolvency. The mining companies that 
have survived share an obsession—cost con- 
trol. Their aim is to keep their operating 
costs below the levels which they estimate 
that the market’s deepest troughs will 
plumb. They have managed to maintain this 
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tough self-discipline through two years of 
high metal prices and torrential cash flow. 

But now this resolve is being tested as 
the industry sets off on a frenzy of takeovers. 
The justification most commonly used for 
mining takeovers is that it is often cheaper 
to bolster reserves or output by buying es- 
tablished ore-bodies or mines than by 
prospecting for new ones. At least there is 
no longer much talk of operating synergy; 
the predators’ main concern is that the tar- 
get be a low-cost producer. For potential tar- 
gets, the main worry is how to stay 
independent. 

Much of the action is happening in 
Canada. Take Amax’s C$2.8 billion 
(US$2.4 billion) offer on August 2nd for 
Canada's Falconbridge. The bid surprised a 
good many observers because nickel and 
zinc—Falconbridge's staples, along with 
copper—are two of the areas from which 
Amax extracted itself during the course of 
its much-needed restructuring in the mid- 
1980s. The revamp left Amax as an essen- 
tially four-pronged entity, with big interests 
in aluminium, coal, gold and molybdenum. 
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Asset hunting 


Amax claims its bid is cost-driven. It 
would, wouldn't it? “We didn't have what 
we regarded as quality positions [in nickel 
and zinc] at the time. Mining and metals to- 
day is a worldwide business. If you cannot be 
in the lowest quartile in production costs, 
you had better get out”. That is the official 
version. But is this a good enough explana- 
tion for going back into a business near its 
peak when you last quit near its trough? 
Only to an alchemist. 

More cynical observers see other mo- 
tives. Noranda, Canada's largest natural-re- 
sources company and controlled by the 
Bronfman family, already has a 24% stake in 
Falconbridge. The Bronfmans have a repu- 
tation for not paying top dollar for their tar- 


gets. They know it is far cheaper to exercise 
control with a 40% stake than to come out 
with all guns blazing in an attempt to seize 
100%. Noranda needs Falconbridge fai 
more than Amax does, for it has found few 
new zinc and copper deposits since the late 
1970s. By bidding for Falconbridge anc 
forcing Noranda to show its hand, Mr Aller 
Born, the head of Amax, may be doing littk 
more than ensuring that his old colleagu 
Mr Bill James, the head of Falconbridge, get: 
a higher price from the Bronfmans. 

Falconbridge is not the only game ir 
Canada. Placer Dome, a gold miner, i: 
openly contemplating spending some of it: 
huge cash hoard on a nickel acquisition. But 
one obvious target, Inco, Canada’s biggest 
nickel producer, has already done its best tc 
ensure its safety from a bid by giving share 
holders an extraordinary $1 billion dividenc 
at the beginning of this year, plunging itsel: 
back into debt. 

On the fringes of this frenzy, some © 
the lurking shadow of Minorco, the inte 
tional arm of South Africa's giant Ai... 
American empire. Now that Hanson's £3.5 


e. 





billion bid for Consolidated Gold Fields ha: 
gone unconditional, Minorco, which tried 
to buy ConsGold but was blocked, is sitting 
on $2.4 billion of cash. Its parent is still de. 
termined to become a world-class natural re. 
sources producer, rather than one at the 
mercy of South African politics. It is ex: 
pected to bid for some of the parts ol 
ConsGold that Hanson will try to sell. But 
competition is likely to be hot for these as- 
sets. Besides, most of ConsGold’s juiciest 
bits are in the United States, for which 
many of Anglo’s senior executives have little 
taste. Canada, on the other hand, is more 
like home; some of Anglo’s top men cut 
their teeth there. 
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Hewlett-Packard 


„Safety in numbers 


PALO ALTO 


"xi 











Vili daas eese. 


Matchmake 


r Young, the statesman 
FTER decades of survival in 1BM’s 
shadow, Hewlett-Packard knows the 
value of a friend, or even an acquaintance. 
The computer maker's taste for strategic alli- 
ances has earned it a reputation as the most 
collaborative-minded company in Silicon 
Valley. On August 7th, Hewlett-Packard 
struck up yet another friendship, this time 
with South Korea's Samsung Group. The 
two companies aim to produce a high- 
powered work station within two years that, 
at $5,000, is supposed to provide many 
times the processing power of competitors' 
models at about half the price. 
This is the latest in a string of alliances 
t together by Mr John Young, Hewlett- 


lacocca's carrot 


TH the American car market ca- 

reering into a skid, Chrysler's 
chairman, Mr Lee lacocca, has come up 
with a novel scheme for performance-re- 
lated pay cuts. The company's 2,000 top 
executives are being invited to wager part 
of their salaries on the success of a cost- 
cutting programme designed to save $1 
billion. 

Executives can put either 596 or 10% 
of their salaries into an escrow account 
from October 1989. If, by the end of 1990, 
the billion dollars has been saved, the ex- 
ecutives will double their money. They 
will simply get their money back for saving 
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Packard's chief executive since 1978. 
Among the company's allies are Hitachi (for 
precision architecture chip technology), 
Canon (brainy typewriters and printers), 
Yokogawa (logic systems), Northern 
Telecom (microprocessor development sys- 
tems), Sony (digital audio tapes) and Arthur 
Andersen (management consulting on com- 
puter-integrated manufacturing). 

These alliances range from marketing 
and licensing agreements to ambitious joint 
ventures to develop new technology. 
Hewlett-Packard's main motive is often to 
avoid being overwhelmed in some market 
segment by IBM, which has six times its sales 
($60 billion compared with $10 billion in 
1988) and seven times its net profits ($5.5 
billion against $800m). Hewlett-Packard's 
salesmen play shamelessly on manufactur- 
ers’ fears of over-dependence on IBM, stress- 
ing the combatibility of their own compa- 
nys equipment with many other 
companies' hardware. 

Hewlett-Packard's readiness to work 
with outsiders also reflects the way it works 
internally. It has had no redundancies since 
it was founded 50 years ago by two entrepre- 
neurs in the proverbial garage. The loyalty 
of its employees is famous in a valley and an 
industry where job-hopping is endemic. Hi- 
erarchy is a dirty word at Hewlett-Packard, 
first names the norm. Top executives an- 
swer their own telephones, and the coffee- 
making machine is shared by all. iBw's uni- 
form of dark suits and white shirts is much 
derided ("they look like a morticians’ con- 
vention," says a Hewlett-Packard execu- 
tive). Participants at a seminar on computer- 
integrated manufacturing in the Napa 
Valley last month were told not to wear ties 
and business suits. 

Hewlett-Packard tries to be hard-driving 
and aggressive, but its heart really isn't in it. 
To pump up its sales force, which is pitted 
against IBM and Digital Equipment Corpora- 
tion, two rivals renowned for their hard sell, 
Hewlett-Packard has even called in Mr Terry 


between 75% and 99% of the target; half 
their money back for 50-7596; but zilch if 
they save less than $500m. 

Chrysler considered asking all salaried 
employees to take a pay cut, but Mr 
lacocca reckoned that the cost-cutting 
programme would be more effective if ex- 
ecutives alone risked part of their salaries 
on its success. The scheme is voluntary, so 
executives can elect not to take part. But 
few are likely to blot their career prospects 
by refusing to join after Chrysler's 36 
most senior executives have already 
signed up to put in 1096. 

One of these is Mr Iacocca. He has al- 
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Balancing act 
Distribution of sales, 1988 as % of total 


[E Overseas [ —] Home market * 
IBM (US) 

Hewlett-Packard (US) F PME, 

NEC (Japan) 

Bull (France) 

Fujitsu (Japan) 


Olivetti (Italy) 


Source: International Data Corp. 
* Includes ail Western Europe for Buil, Olivetti, Siemens and Nixdort 





Bradshaw, a former quarterback with the 
Pittsburgh Steelers football team. His pep- 
talks are punctuated with words like com- 
pete, fight, hit and win. They do not come 
naturally to a company dominated by cere- 
bral MBAs and careful engineers. The habit 
of teamwork that Hewlett-Packard drums 
into its senior staff, and the role of industry 
statesman that Mr Young covets, are better 
suited to forging strategic alliances than to 
rah-rah sales tactics. 

The company reckons its collaborative 
skills will serve it particularly well as it posi- 
tions itself for the more open EEC market 
planned after 1992. It has a better geograph- 
ical balance of sales both worldwide and 
within the EEC than do its European com- 
petitors. Siemens makes over 8596 of its 
computer sales within Europe, 5096 in a 
West German market that makes up only 
8% of the world computer pie. France's Bull 
and Italy’s Olivetti are similarly dependent 
on their home and European markets. Such 
companies are expected to look for partners 
to help them expand elsewhere. Hewlett- 
Packard's door is always open. 





ready taken a hefty cut in his income. In 
1988 his salary was $865,673, but bonuses 
and stock options boosted that to $3.6m. 
Sounds plenty? Yes, but in 1987 he took 
home $17.9m. 
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Investment decisions 
What price 
freedom? 


P 7) USINESSMEN need to know the value 
DD) of freedom of choice if they are to jus- 
tify projects “flexible” enough to adapt to 
turbulent times. How large a premium, for 
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example, should be paid for a machine tool 











at can be switched to different products? 
Amine that can easily be expanded? Or an 
aircraft which can be sold back to the sup- 
plier if demand slumps? 

So far, most businessmen have had only 
gut feeling to justify investments in flexibil- 
ity. Commonly used investment valuation 
techniques, based on discounted cash flow, 
can cope with projects which may have lots 
of possible outcomes. But they cannot dis- 
tinguish between investment projects in 
which a businessman can choose what out- 
- come he wants and those in which he is car- 
ried along willy-nilly by a capricious fate. For 
that, business theorists are adapting math- 
ematical techniques developed to value op- 
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tions traded on world securities markets. 
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—. Options come in two basic sorts. Buying 
a "call" option gives the purchaser the right 
to buy a security at a given "strike price" for 
a set period. He makes money if the market 
price of the underlying security rises above 
the strike price; if it stays below the strike 
price, he lets the option expire worthless. 
Buying a “put” option gives the purchaser 
the corresponding right to sell at a fixed 
price. So he makes money if the price of the 
underlying security falls appropriately. 

— By buying or selling various options at 
various strike prices—together with the un- 
derlying assets—it is possible to mimic the 
payoffs of just about any business project in 
which the investor faces a choice. Owning a 
mine whose output can be expanded is like 
having a call option on the extra output. An 
aircraft which can be sold back to its sup- 
- plier has a put option attached. And so on. 

. The factors on which an option's value 
depends are obvious: the variability of the 
price of the underlying asset, the time to ex- 
piry, and the difference between the strike 
- price and the market price of the underlying 
security. But putting these factors together 
into a practical technique for valuing op- 
tions involves building a sort of artificial op- 
tion from loans and assets. 

— Loans contain implicit options. The in- 
‘terest rate charged on any loan depends on 
the “risk-free” interest rate prevailing in fi- 
nancial markets (ie, the rate on United 
States Treasury bonds) and a premium 
— which reflects the risk that the loan will not 
be repaid. But that premium can also be 
~ thought of as the purchase price of a put op- 
tion on the assets securing the loan, whose 


strike price is the amount of the risk-free 
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Seat-of-the-pants calculators 


loan. Rather than repaying the loan, the 
borrower can simply default, keep the 
money and give the lender the assets secur- 
ing the loan—a course of action which only 
makes sense if the value of the underlying 
assets declines below this "strike price". 

With a little more effort, it is also possi- 
ble to create a combination of borrowing 
and asset purchases to create an investment 
whose payoffs are the same as those of a call 
option. With a computer to crunch the 
numbers, such erzatz options can be used to 
find the value of the real thing. Financiers 
and programme-traders have for a decade or 
so used such techniques to value options on 
securities or commodities. Now theorists 
and consultants are adapting them to help 
evaluate investment decisions. 

So far the techniques have mostly been 
used where the return on investment de- 
pends on the price of a commodity which 
can be observed in a market: coal, oil, metals 
and aircraft leases for example. Applied to 
coal leases which allow the purchaser to de- 
lay development by up to five years, option- 
valuation techniques developed. by 
McKinsey, a firm of management consul- 
tants, calculate a fair price which is about a 
third higher than that given by conven- 
tional discounted cash-flow analysis. Intrigu- 
ingly, this price is little different from that 
established by seat-of-the-pants negotiators. 

McKinsey has also developed computer 
software which can both value simple op- 
tions, like the value of a coal lease, and more 
complicated situations, like deciding when 
to open or close a mine in response to fluctu- 
ating commodity prices. There is no abso- 
lutely right answer to such questions, but 
only answers that give the best odds of suc- 
cess given "typical" variations in commod- 
ity prices: Using historical variations in com- 
modity prices, McKinsey’s model calculates 
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a net "value" for the 











mine and thus implic- 
itly allows the user to evaluate the worth of 
investments that would make it easier to 
open and shut. Better, in the course of doing 
this evaluation, McKinsey’s software also 
generates rules that help decide when to 
open or close the mine (eg, if prices stay be- 
low $2 for three weeks, then shut down). 

But, inevitably, options-valuation tech- 
niques present problems. One is that they 
are difficult to extend to decisions in which 
the price of the underlying security cannot 
be observed in a market—though research- 
ers at McKinsey are working on this. An- 
other snag is that the past variability of the 
price of an asset is not necessarily a good 
guide to future variability, which means that 
options-valuation techniques can fail faced 
with sudden, dramatic change. 

But perhaps the biggest danger of such 
techniques is that they can give executives a 
false sense of security. The value of an “op- 
tion" to switch a machine tool to making 
new products depends on a lot of assum 
tions about how well the product will se.., 
and so on. Distilling those assumptions into 
a single "value" can hide much important 
information. Sometimes it is still better to 
face up to uncertainty than to quantify it. 





Foreign workers in Japan 


Needed but not 
wanted 


TOKYO 


N° JAPANESE wants to do the dirty 
jobs in Japan any more. After nearly 
three years of domestic expansion, a short- 
age of unskilled workers is spreading from 
the building sites, bars and backstreet sweat- 
shops of Japan to affect even employers who 
pay well, such as car, household-applianc^ 
and consumer-electronics makers. 

For years the government banned imm1- 
grant workers from filling even unskilled 
jobs. Back in the 1970s, when Japan faced a 
similar shortage of unskilled labour, it pre- 
ferred to automate vigorously. This time, 
however, the shortages are cropping up in 
industries already stuffed with robots. Now 
that the big guns of Japanese industry are 
complaining about labour shortages, of- 
ficialdom has at last begun to listen. 

Most Japanese loathe the thought of be- 
coming a multiracial society. The local press 
has fed them a diet of ignorance and preju- 
dice about Turks in West Germany, North 
Africans in France and West Indians in Brit- 
ain. Until a couple of years ago, the issue was 
swept under the carpet. Most of the illegal 
immigrants were women, particularly from 
the Philippines and Thailand, working as 
bar-girls and prostitutes. Then men started 
trickling in from Bangladesh and Pakistan as 
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Bright lights, foreign bar-girls 


struction jobs in Middle Eastern oil 

2s dried up. 

The majority of these itinerant workers 
arrive on three-month tourist visas and stay 
on illegally. Others come as students and 
promptly cut classes for jobs that allow them 
to pocket in a month what would take them 
a year or more to earn back home. Small 
firms, especially in the construction indus- 
try, pay by the day and rarely ask questions. 

here are now more than 100,000 jobs un- 
filled in Japan’s building trade alone, and 
two vacancies for every applicant in the job 
market as a whole. So the authorities have 
been turning a blind eye to the growing 
number of illegal immigrants filling these 
jobs at far lower wages than their Japanese 
equivalents. And the police have declined to 
tangle with local employment "brokers", 
most of whom are gangsters. 

Now the Ministry of Labour has had to 
ease its resistance to immigrant workers. 
From next April, it will admit 10,000 “‘train- 

” a year from abroad, who will be allowed 
w ‘work without supervision". The quota 
is a mere drop in Japan's ocean of unfilled 
jobs. But at least it is a recognition that 
many firms are being forced to break the law 
by hiring illegal immigrants—and evading 
payroll taxes in doing so. 

The Ministry of Foreign Affairs has 
gone a stage further. In the past month, it 
has eased restrictions so that foreigners al- 
ready in Japan on trainee visas can be paid 
an hourly rate in line with Japan's minimum 
wages law, instead of the grossly exploitative 
"training allowances" permitted before. Of- 
ficials at the foreign ministry are now talking 
about negotiating bilateral agreements with 
countries overseas on quotas for the num- 
ber of "trainees" they send to Japan, as well 
as guarantees that the migrant workers will 
be accepted back when their "training" is 
over (ie, when Japan's job surplus disap- 
pears). In exchange, they want the countries 
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concerned to exert stricter control over ille- 
gal immigrants heading for Japan's shores. 
The Philippines, with a big package of Japa- 
nese aid in the pipeline, has been the quick- 
est to see merit in Tokyo's proposals. 
Japanese employers want the govern- 
ment to use some of its aid to South-East 
Asia to teach immigrant workers Japanese 
and basic job skills before they leave their 
own countries. The bosses also want on-the- 
job training for immigrant workers—illegal 
or otherwise—set up in Japan itself. 
Officials guess that the number of illegal 
foreign workers now exceeds 200,000. The 
figure is uncertain; what is clear is that few 
of the sweat-shops in the older parts of To- 


kyo, Osaka and Nagoya could survive with- 
out their illegal immigrants. They work at 
low-grade metal processing, refining oils and 
fats and tanning leather—jobs formerly re- 
served for Japan's own untouchables, the 
burakumin. In these industries and on 
building sites, the docks and night-shifts in 
bakeries, warehouses and print shops across 
Japan, wiry hard-working labourers from the 
subcontinent have impressed employers 
with their willingness, unlike today's pros- 
perous Japanese, to do the dirtiest tasks. The 
number of curry shops springing up in To- 
kyo's Ikebukuro and Arakawa districts testi- 
fies to the ready money that Japan’s moon- 
lighting guests are managing to pocket. 





Matsushita 


Turning round 
the tanker 


OSAKA 


OST company presidents would be 

delighted if their firm were the 
world’s biggest maker of consumer electron- 
ics. Not so Mr Akio Tanii, president of 
Matsushita, whose brands are National, 
Panasonic, Quasar and Technics. Since the 
early 1980s, the company has been trying to 
move into less glamorous, but faster growing 
sectors such as electronic components, of- 
fice automation and industrial electronics. 
Yet despite its size and financial might, the 
company's progress has been slow. Mr 
Tanii, who inherited the diversification 
strategy when he became chief executive in 
1986, plans to keep trying. 

Matsushita has little choice but to look 
beyond consumer electronics for much of its 
future growth. World markets for these 
products are growing at 2% a year, com- 
pared with 5% for electronic components 
and 7% for industrial electronic products. 
To get closer in touch with new markets— 
and to sidestep growing protectionism— 


Let’s come up with a better slogan 


ee 
LI 


WILCKE BL LEYS 





Matsushita also needs to shift more of its 
production overseas. 

The firm’s sales last year totalled $42 bil- 
lion. Matsushita is the market leader for 
products ranging from colour televisions to 
portable video cameras. Part of the secret of 
that success was the strategy of the compa- 
ny's founder, Konosuke Matsushita, who 
split his firm into new divisions—each fo- 
cusing on a specific new product or mar- 
ket—and then encouraged them to strive 
for domination in their niche. Matsushita 
now has 87 Japanese subsidiaries and 75 for- 
eign ones, all keenly competitive in their al- 
lotted markets, sometimes even at the ex- 
pense of other parts of Matsushita. Merely 
getting a grip on this collection of over- 
achieving subsidiaries is hard; turning them 
in an entirely new direction is a task worthy 
of Hercules. 

Consumer electronics still account for 
about half of Matsushita’s sales, but four- 
fifths of its profits. Only about two-fifths of 
sales last year were made overseas, and two- 
thirds of those were of products exported di- 
rectly from Japan, rather than manufactured 
in Matsushita factories abroad. Matsushita’s 
top foreigner is the chief operating officer of 
its American subsidiary. Sony, by compari- 
son, has recently broken new ground (for a 
Japanese firm) by putting foreigners on its 
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But Mr Tanii is making some progress. 
it the annual shareholders’ meeting in July, 
e reiterated plans to expand into “seven 
jor business areas”: office automation, 
tory automation, new audio-visual prod- 
cts, semiconductors, housing-related prod- 
cts, car electronics and air-conditioning. 

To promote expansion in these sectors, 
Ar Tanii, in true Matsushita fashion, has 
eated seven “business promotion offices”. 
n the organisation chart, these are the top 
evel of Matsushita's power structure, sitting 
longside corporate functions like finance 
and R&D. Although creating yet more cor- 
porate entities creates more corporate toes 
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OR all its drawbacks, Matsushita is 
still up to its old trick: waiting for 
- Other companies to pioneer a new prod- 
uct and then launching a huge invasion 
after the market develops. A recent ex- 
ample is the company's late offering of a 
wa puro, a Japanese-language word- 
processor. 
- Japanese script is a mix of Chinese 
characters and Japan's own. There are 
"several thousand of them, so typewriters 
.. have never caught on. But since the mid- 
..1980s Japanese firms have borrowed 
~ technology from laptop computers and 
dot-matrix printers to put together in 
one small portable box a sort of type- 
writer, with screen and printer, capable 
.. of handling Japanese. 

With cut-throat prices and new prod- 
ucts coming on the market every three 
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style backlit screen. Otherwise, it was lit- 


150,000 units in the past nine months, 


„months, Matsushita’ s marketing folk 
temple in Taiwan and selling at ¥3,000 
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ness units have had some success. In 1985, 
products from the seven new sectors that 
Mr Tanii is aiming at accounted for 2896 of 
Matsushita's sales. By 1988, they had 
climbed to 3596. By 1991, the goal is to 
boost new businesses to 4096 of sales. 

Matsushita has no lack of resources to 
effect change. The firm and its many subsid- 
iaries sit on a pile of cash or near-cash worth 
Y2 8 trillion ($20 billion). But the problem is 
getting all of Matsushita's many and varied 
businesses moving in the same direction. 
Despite their exalted position in the 
Matsushita hierarchy, the business promo- 
tion offices can only act through the operat- 
ing divisions, and that has frequently 
proved difficult. Too often Matsushita divi- 
sions, guided only by financial targets, re- 
main each other's fiercest competitors. A 
good example of that is computers: no fewer 
than three different Matsushita companies 
make computers, until recently incompati- 
ble with one another. 

In the past, Matsushita has solved the 
problem of internal competition by merging 
divisions or companies. For instance, as the 
industry matured, hi-fi audio and general 
audio were merged; later video joined them. 

But re-jigging divisions may not be 
enough to succeed in the new markets that 
Matsushita is pursuing. One problem is that 
product cycles are growing shorter; another 
is that the distinction between consumer 
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slow, even on a screen. 

But in January 1988 Mr Akio Tanii, 
Matsushita’s president, threw caution to 
the winds and ordered the company to 
enter the word-processing market. Ten 
months later, Matsushita was ready with 
the “ut Pro”, costing ¥165,000 ($1,100). 
Its software was easy to understand, and 
it was the first wa puro with a laptop- 


tle more than a smart repackaging of ele- 
ments already available in competing 
machines. But the company has sold 


an 8% market share. 

The new machine was advertised | 
heavily. Buyers could call a freephone 
number when lost in the instruction 
manual. Special schools were set up in 
every large town in Japan to teach buyers 
how to use their new toy. And 
Matsushita made a set of videos, shot ina 


($21) apiece, in which a sexy young fe- 


chine. Matsushita has sold 100,000 of 


the videos too. 
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to iim ae much more quic ly 
than did, for example, video recorders. To 
stay on top of fast-changing markets, he has 






already reorganised the company's sales di- 


visions by customers rather than by 
products. 

Mr Tanii's efforts to diversify also in- 
crease the pressure on him to’ beef up 
Matsushita's R&D. Last year, the company 
invested in research the formidable sum of 
$24 billion— i ut at 5.896 of sales. that i is still 
somewhat below its competitors" average 
rate eof R R&D e = N e de has beena a 














ing lower prices, huge voluma and: Hor 
ing clout. That may not work i in industrial 
markets, where the company’s consu~~- 
brand names will not necessarily help 
customers and where yesterday's technowgy 
is not so easily repackaged into today’ $ win- 
ning product. 





The Food and Drug Administration 


Under siege 


WASHINGTON, DC 


Y ANY measure, America’s Food and 

Drug Administration is one of the 
world's most important and respected regu- 
latory agencies. Its decisions affect the drug 
industry and medical care around the globe. 
Not only is America the world's biggest drug 
market, the FDA itself is recognised by other 
countries' drug regulators as the most inde- 
pendent, credible and scientifically rigorous 
government watchdog of all. 

That reputation now looks tarnist +7 
As drug approval in the United States 
become more politicised, the FDA has been 
given new responsibilities which make it 
more vulnerable to pressure from both drug 
companies and groups of patients. Ás a re- 
sult it is the target of a barrage of com- 
plaints. Some critics charge that its bureau- 
cracy is delaying the approval of life-saving 
drugs. Others complain that its supervision 
and control of the industry are too lax. Fol- 
lowing a bribery scandal in May involving 
FDA employees, even the agency's integrity 
has been questioned. 

Paradoxically, if the FDA loses its cher- 
ished credibility, America’s drug industry 
could be one of the biggest losers (after pa 
tients, of course). Drug companies rely on 
the FDA to maintain confidence in their 
products and to protect them. from a possi- 
ble flood of liability Suits. 

The agency is under ; lot more pressure 
because the. environme | t in which it has to 
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: petigive. It has itself demanded more, and 
Hore expensive, tests on new drugs, so forc- 
“ing up the industry's costs. The race to get to 
© market first with a new drug, and so to reap 
. profits before others follow, is more frantic 
« than ever. Companies now regularly submit 
: drug applications before all the proper tests 
-. have been performed. 
., Inthe mid-1980s, politically astute lob- 
- bying groups representing AIDS sufferers 
. forced through fundamental changes within 
. the FDA. The AIDS groups achieved what 
= lobbyists representing cancer patients and 
. Other victims never could: getting the FDA to 
hange its standards and processes. AIDS 
byists were responsible for establishing a 








method of quick approval solely for Aips 
treatments. Even before approval, many 
ps treatments are now available to pa- 
Tents on a provisional basis, a practice pre- 
viously taboo. AIDS activists also enjoy un- 
precedented access to FDA officials. 
. In March 1987 the FDA approved the 
first anti-Aips drug, AzT. lt did this in a 
“record four months from submission, by de- 
= voting eight "staff years" to the task at a cost 
f $600,000, and by accepting data that were 
5 ncomplete. Some 4,000 patients received 
- AZT while its. marketing application was be- 
ing put together. This year, the FDA rushed 
= through” . approval of — Lyphomed's 
_ pentamidine, an aerosol drug designed to 
'event AIDS patients from getting a form of 
neumonia, because patients could not oth- 
-erwise get insurers to pay for the drug while 
- it was still in clinical trials. This was the first 
. time that FDA officials admitted taking com- 
 mercial considerations into account when 
approving a product. Soon the FDA is ex- 
< pected to allow the use of Bristol-Myers's 
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nplex and com- 





ddi, another anti-AiDs drug, at an even ear- 
lier stage of testing. So far, the only firmly 
established fact about the new product is 
that it is less toxic than azr. It has yet to be 
proven that the drug works. 

The public now wants quicker approv- 
als for medicines to treat other life-threaten- 
ing and crippling diseases such as cancer or 
Alzheimer's disease, a form of premature se- 
nility. Why should aips alone be special? 
This puts the FDA in a fix. New drugs could 

alleviate suffering, but also cause unforeseen 
side-effects. As approvals are rushed 
through, the quality of clinical evidence de- 
clines, making it that much harder for the 
FDA to assess where to draw the balance be- 
tween risks associated with a new medicine 


and its potential benefits. 


.. . The FDA is also being forced to take on _ 
responsibilities that go well beyond its origi- 
nal terms of reference, further compromis- 


ing its long-established reputation as an ob- 
jective arbiter of scientific evidence. The 
FDA’s task, when it was founded over half a 


century ago, was straightforward: to ensure - 


that drugs supplied to the public are safe. 
Perhaps the FDA’s finest hour came in the 


1960s when it repeatedly refused to approve. 


thalidomide, a sedative that caused horrific 
birth defects in Britain and other countries 
that approved its use. 

In 1962, an amendment to the law gov- 
erning the FDA widened its role: it was to en- 
sure that drugs were not only safe but also 
effective. In the early 1980s the FDA decided 
to drop its adversarial attitude to drug com- 
panies and to make getting important new 
drugs to market quickly a higher priority 
than in the past. 

More recently, under public and finan- 
cial pressures, Congress has passed laws that 





The orphan-drug incentives were mean 


used the monopoly granted under the la 
charge exorbitant prices, pushing sa 


Drug companies have also managed to 
tain orphan-drug status for products, s 


nies and stretched its meagre resources, - 


| registered drug firms and over 12,000 regi 


~ proved. Often approvals of completely ne 








































Act was Dedi in 1983 to encou rage 
nies to test and market drugs for affli 
so rare that drug companies had not 


The FDA was also obliged to fos 
duction of such drugs by granting 
year monopoly and tax breaks for pot 
"orphan" products. This was the Bits 2 
the agency had been required to pror 
the use of particular drugs. 
This has led the agency into a mora 


be confined to drugs with sales of no n 
than $5m a year and a market of fewert 
200,000 patients. But drug companie 





some orphan drugs up to $100m 


as anti-AIDS drugs, whose potential market 
known to be larger than 200,000 patients 

In 1984 Congress embroiled the FDA 
even more acrimonious arguments abo 
the economics of the drug industry. It- 
quired the agency to hasten approvals of; ge 
neric drugs (inexpensive versions of off-pa 
ent branded pills) to help curb America 
soaring health-care bills. This subjected ; 
FDA to intense lobbying from drug compa: 





. Today the FDA is buffeted from all sides 
Its 7,000 employees deal with nearly 4,000 


tered places where drugs are made, each o 
which has to be inspected regularly. Incluc 
ing different-dosage varieties, there ar 
35,000 prescription products and 125,000 
over-the-counter medicines on the marke 
All have to be monitored for side-effects. 

~ Until recently it took three years for tl 
FDA to study the documents that compani 
submit when they apply to get a drug a 


drugs get stacked up and have to be rush: 
through at the end of the year. 

The drug companies themselves. 
partly to blame for clogging up the FDA 
all the drugs brought to market in 1988 
the 25 largest companies, 8496 were con 
ered by the FDA to have little or no con 
tion to make to existing medical therap 
There is also a growing distrust betwee 
industry and the agency. It was privat 
tectives hired by a drug company wh 
covered the bribing of FDA officials. 

The good old days, when the FDA co 
concentrate solely on the safety and effic 
of drugs, are gone. It is now burdened wi 
growing list of often conflicting tasks. ` 
drug companies, patient groups and 
cians which have besieged the FDA sho 
stop to ask themselves a simple question 
the price is the loss of the agency’s indepe 
dence and integrity, is it worth paying? 
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“The quality of Ts operating 
TES and the strength of our business portfoli 

its market, industry an 

graphic balance are refl 
in the performance in the 
First half of 1989 which d 
hows strong, continuing s 
growth." | | 
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For a Copy ot the Interim Statement please write to:- Department of Public Affairs, TI Group pic, 
ED dede Wlus 80 Curzon Street, London WIY FPN. | AGO 2-73 
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^  purgases of Section 57 of The Financial Services Act 1986 by Price Waterhouse as authorised persons. ==. 



























for the border 


d le) O FED u up i hate TA banki be- 
-AJ come with Latin America and its inter- 
minable teschedulings that they will do al- 
- most anything to get shot of the problem— 
- including taking hefty losses. Their undig- 
. nifed rush for the border could now un- 
- hinge Mexico's latest debt-restructuring 
deal and leave Mr Nicholas Brady and his 





























. plans for solving the third-world debt crisis 


. lookin waked. 


ad new money. 


et its mired economy moving 
on next page). It estimates 
iks holding at least a fifth of 
worth of foreign-bank debt 
turing to stump up fresh 
the terms of the deal, that 
xico a minimum of $600m i in 
ext four years. 
w money Mexico gets, the 
to help "enhance" the value 
options it is offering to 
ion is to swap banks’ 


Mexico's bankers head 


Ealing wi ih dy ih pé coun- E 
es’ debt problems. The deal, whose finer 
sare still irn ren out, is different = 


bad debts are ya d 
ance to get out alto- 


‘unting on injections of A 


Tem 


loans at face value for 30-year bonds paying 


low (614% yearly) interest; the second is to 


swap their loans at a 3596 discount to face 
value for another set of 30-year bonds which 
pay interest at the now standard 13/16ths of 
a percentage point over LIBOR, the banks' 
wholesale lending rate. 


Both types of bond will be enhanced in 


two ways. To ensure that the banks will be - 
repaid in full when the bonds mature in 30. 


years' time, Mexico will back the bonds with 


. American zero-coupon bonds, using $1.7 
billion to be lent by the International Mone- 
tary Fund. Next, the interest payments on 
the new bonds will carry a guarantee backed 
» . by another $5.3 billion from four sources: 
Ae Fund, the World Bank, the lapanese 
- government (which is coughing up $2.1 bil- 
| lion) and the Mexicans themselves (who are 
.. putting up around $1.3 billion). The length © 
of the guarantee will vary depending on 
which choices are made by how many 


banks. 


The more new money the banks- lend, 


the further the interest guarantees will ! 


stretch, and vice versa. But if, as seems 


likely, around 8596 of the banks were to take 


either of the exit options, then the guaran- 
tees would cover a bare 18 months of inter- 
est payments. 

For all its complications, the deal will 


ease Mexico's debt burden only slightly. At- 
current dollar interest rates, Mexico would. 


expect to pay the banks around $5 billion a 
year in interest on the $52 billion it owes 
them—this figure includes the $5 billion 





banks form a detachable part of the 


swaps its loans for bonds, 


most likely follow the British. 












that foreign branches and subsidiarie 
Mexican banks have lent Mexico. T 


the foreign banks do not contribute enc 
new money, these Mexican banks will: 
their entitlement: to. enhancements. 
new deal will cut Mexico's annual in 
payments only modestly, by: about $i 
lion a year. | 
A well-provisioned ban is more li 
to pack its bags and leave. Midland: 
Britain's biggest lender to Mexico (witl 


+. 


billion outstanding) and Mexico’s thir 
gest creditor behind Bank of Amer 
Citicorp (both owed $2.3 billion) 
be out of Mexico by the year- 
cope with the losses it will: 
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upped its provisions ag 
debts to over 5096 of the 
still has on its books. 
Barclays, another Brit 
increased its provisions. | 
washing its hands of Mexico 
ond biggest lender, Lloyds Ba 
owed $1.1 billion by Mexic 
take one of the two exit ro 
idea that both exit bonds allo 
prove the terms of their bool 
higher interest payments—if 
sells more oil, or gets a high 
after 1996. (Providers of ne 
any similar recourse.) West 
Swiss banks, which are well prov: 











Only the various conso 
banks that are owned by other 
main as obvious lenders of nev 
They were set up specifically to len 
America. Most of these do not 
serves to cope with large lossi 

American and Japanese 
to show their hand. But th 
which hold around 20% o 
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_ are known to want to follow Midland and 
take a hit on their loans, even though their 
. current levels of reserves are comparatively 
- low. The Japanese taxman allows them to 
. make deductible provisions of only 196 of 
their loans. They are, ludicrously, not al- 
- lowed to provision for more than 15% of all 
. their third-world loans. So Japanese banks 
= will incur hefty losses if they take either of 
_ the exit options. Japan's Ministry of Finance 
would outrage public opinion if it allowed 
the banks to set these losses off against tax. 
. Under-provisioned American banks, 
— however, have a let-out. They can use an ac- 
— counting dodge, FASB 15. This allows credi- 
. tors that grant concessions to troubled debt- 
- ors to avoid taking a loss. The proviso is that 
. the interest and principal they receive on 
— new assets (in Mexico's case the 30-year 
- bonds) must exceed the value of the existing 
. loans. American banks argue that this is the 
case, since the Mexican bonds have their 
_ principal and interest guaranteed, in effect, 
either by the American Treasury or by cash. 
"m 


~- YS MEXICO beginning to reap the bene- 

fits of sound policies? Inflation is run- 
ning at a modest 1696. The government 
budget, apart from interest payments on 
the national debt, is in surplus. There are 
debates about whether the exchange rate 
is competitive or not, but nobody argues 
that it is seriously overvalued. Wage in- 
creases are restrained. 

It is against this background that Mex- 
ico has been able to negotiate its 
debt-reduction agreement with the 
commercial banks. Although the 
deal has yet to be confirmed by all 
the banks involved, and although 
big doubts about the success of the 
deal remain, it has given Mexico a 
boost of confidence. Textbook the- 
ory would dictate that the next 
development should be a return of 
flight capital and an increased flow 
of foreign investment. Presto: that 
is what is now happening. 

By its nature, flight capital is 
devilish to spot. But Mexico's cen- 
tral bank says that around $11/ bil- 
lion of footloose capital has re- 
turned in the past six weeks. The 
treasury has foreign-exchange re- 
serves of about $6.7 billion, easily 
enough for the next quarterly pay- 
ment of interest on Mexico's for- 
eign debt. 

The government is partly to 
thank for this flight-capital coming 
home. It says that money which fled 
Mexico before 1984 must have a 
5% tax levied when it returns; 
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Guaranteed! In reality, the banks doubt 
it. True, the bonds' principal is secured by 
American Treasury bonds; but the interest 
guarantees are flimsier. Despite the rolling 
guarantees (from the IMF, the World Bank 
and Japan) there is still a large element of 
Mexican risk about the bonds. Any investor 
can buy a 30-year zero-coupon American 
Treasury bond (which pays interest and 
principal in one lump when it matures) for 
about 796 of its face value. If 8596 of the 
banks take one or other of the exit options, 
the $4.1 billion left to guarantee 18 months' 
interest payments cannot be worth much 
more than, say, 10-1596 of the bonds' face 
value. That leaves bond holders with an in- 
vestment that is still around 8096 Mexican 
risk. 

This might mean that they will eventu- 
ally have to make more provisions. After 
only 18 months of life, J.P. Morgan's similar 
American Treasury-backed bonds for Mex- 
ico are trading at around 7596 of face value. 
The new bonds, with their interest rate 


ae : . 
| Mexico's virtue goes half rewarded 


money leaving after 1986 has no liability 
at all. This is little more than a fig-leaf cov- 
ering an amnesty. And it is important: 
Mexicans can now be certain about the 
previously unclear tax risk involved. in 
bringing money home. High real interest 
rates are also designed to lure (and keep) 
money back home. 

Foreign-investment laws, which for de- 
cades rigidly kept Mexico a closed econ- 
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guarantees, might fetch more initially, but 
they also might sink later. Those bgnks 
which take a hit on the principal will at lea, 
be able to register a tax-deductible loss. 

The banks' keenness to get out of Mex- 
ico bodes ill for the rest of Latin America. 
Every rescheduling since the debt crisis be- 
gan in 1982 has been piously categorised as 
another step in a country's eventual return 
to the market for credit. The Mexican deal 
shows this to be a farce. Banks are not going 
to write off their debts one year and start 
lending again the next. The next Brady deal 
needs to do more (such as tax breaks for new 
money) to tempt some of the bigger banks to 
go on lending, but it also needs to tap 
other—and bigger—sources of funds, most 
notably the $300 billion of flight capital be- 
longing to third-world countries’ own resi- 
dents. Without such capital, Latin Ameri- 
can countries—and indebted nations 
elsewhere—will not be able to grow their 
way back to creditworthiness. 


omy, have been much loosened. For most 
foreign investments, only registration is 
now needed; for some, in sensitive indus- 
tries such as oil, and for investments of 
more than $100m, a permit is required. 
Mexico’s Foreign Investment Commis- 
sion says that since May projects worth 
$1.2 billion have been registered; permits 
have been requested for projects worth 
another $800m. 

Mexico is not out of the woods yet. Big 
tariff cuts have ripped open the Mexican 
market. Some businesses, having to com- 
pete with new imports, have begun 
to export for the first time; others 
have fallen by the wayside, and 
more will do so. The surge in im- 
ports has painfully slashed Mexi- 
co’s trade surplus. 

The economy is still too heavily 
influenced by the state, and more 
reforms are needed. More state en- 
terprises need to be privatised, 
starting with the banks, which are 
still run by the government. The 
prices of more goods need to be de- 
regulated. And, most important of 
all, the wages-and-prices pact be- 
tween unions, management and 
government, which has brought 
economic stability, will have to be 
phased out—without setting off an- 
other wave of inflation. 

If it can stay on track until the 
spring, Mexico will be half-way to 
the nirvana of sustained, non-infla- 
tionary, export-led growth, partly 
financed by returning flight capital. 
If so, all the austerity and cuts in 
real wages of the past six years will 
have been worth it. 
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AS Wall Street gone barmy? On Au- 
L gust 4th, figures were released show- 

that. ‘America’ s employment and 
wth in earnings were stronger than 
e hoping for a gentle slowdown in the 
ry's economy had thought possible. 
sury-bond market tumbled. 
i 1 yields rose by a quarter of a 
tage point, wiping out the gains 
| July's rally and pushing yields above 
: 896. Rising yields ought to spell trouble 
| for equity markets. But this time they did 
not. The following trading day, August 
7th, share prices went skywards, - 

The ostensible cue was a $5.4 billion 
offer for United Airlines (UAL) by Mr 
. Marvin Davis, a Beverly Hills investor. 
| On the news, the Dow Jones industrial av- 

erage of 30 large American stocks soared 

by 41.4 points to 2,694.9— just a tad away 
from its all-time high of 2,722.4, hit two 
years ago this month. 

.. After years of outperformance, 
c shares of big blue-chip companies 
have lagged smaller stocks this year. 

“Broader and sectoral market in- 
. ' dexes have already passed their pre- 

crash’ peaks. The Standard & 

Poor's (sep) 500 index broke 

through its August 1987 high of 
~ 336.7 on July 26th. The Dow Jones 
. transportation average, which in- 
cludes UAL, leapt by 796 on August 
-. Tth, putting it a fifth above its pre- 
crash record. — 
—— The industrial average has risen 
by 24.5% this year. Investors have 
found plenty of economic excuses 
to bid stock prices higher. The 
: broad theme has been that dangers 
of an ‘overheating economy have 
given way to the comfort of a gently 
weakening one with the prospects of 
lower inflation and hence lower interest 
rates. Since the start of the year, retail 
| sales have barely risen in nominal terms 
`| and have marginally fallen in real terms; 
and Americans even appear to be saving 
| | again. Further, the year-on-year growth in 
| industrial production fell from 5.8% in 

| June 1988 to 3.4% in June 1989. 
|} Such signs have led financial markets 
| to believe that America’s inflation rate 
| haspeaked. The Federal Reserve thinks so 
too: it has been easing monetary policy 
since the spring. The result has been a 

bond-market rally. Prices of 30-year Trea- 
sury bonds TH risen by 1596 during 

1989. Equities have tagged along. 

How much further c can | equities rise! 















all 





PARN 



















y all Street party 


Share | prices in American companies are back to the levels from which 
they crashed on Black Monday almost two years ago 
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More zd more bulls predict that the Dow 
will soon power-way past its 1987 highs. 
They have a wealth of arguments with 
which to defend their optimism. Some 


would be familiar to students of the run- 
up to the October 1987 crash. 

... The worst is that investors are awash - 
. With cash whilst the amount of equity to 
“spend it on continues to shrink. Ameri- 
can mutual funds (unit trusts) are cur- 
rently keeping a historically high 8. 8%, or’ 
$19 billion, of their portfolios in cash or 












near-cash. That is deemed to be potential 
ammunition for buying equities. 

It is true that American companies 
show few signs of stopping their slimming 


_ programme in the stockmarket. Last year, 


mergers and acquisitions cancelled 
roughly $300 billion of stock. pape 
bought back about another $40 billion of 
their own shares. Less than $40 billion- 
worth of new stock was issued. But, on its 


own, that fall in supply is not enough to 


guarantee demand, however much “po- 
tential” buying there is. Right up to the 
eve of the 1987 crash, brokers were claim- 
ing that such weight of money promised 
new and dramatic highs for the Dow. 

It would not, however, be fair to dis- 
miss the market’ s strength merely on the 


- come tempted by the certainty 
the crash, when the yield. gap? 


year have rallied with equities, and 


ground that es are approachi 
pre-crash levels. Two years later, su 
els may at last be justifiable. One yar 
of value is the price-to-earnings (p, 
tio. It peaked two years ago at 22 for t 
Dow and is now 12.5; company profit. 
caught up with share prices. Anothe 
yardstick is the yield gap, which plots th 
difference between yields on long-term 
Treasury. bonds and dividend yields ot 
equities (in our chart, the s&p 500). Trea 
sury bonds offer a definite f ield 
while equities, which now: 
‘riskier. As the gap widens, 







































































. Investors did just that at t 
peak of nearly seven. Because bon 


cause a one-third surge in company profit 
last year led to a 10% increase in dividend. 
payments this year, the yield gap curren 
shows few signs of strain at 4.6. That m 
be a reason for not panicking. | 
A third yardstick measures the p 
mium or discount which the stoc 
market applies to the replaceme 
book value of all the corporate | 
sets upon which shares have 
claim. From 1974-82, according to 
Canada's Bank Credit Analyst 
the s&P traded at a 50-60% dis 
count to replacement book value. 
At the height of the 1960s equi 
boom, that rose to a 1596 premiur 
Now, the S&P trades at about a 25' 
discount. The current craze amo 
companies to “restructure” coul 
provide an excuse to narrow th 
. discount further, whether by take- 
over bids or internal change. On 
those grounds Bank Credit Ana- 
lyst predicts that American share 
prices will double over the next 
four years. : 
Hmmmm. That all depends on what 
you think these "assets" are really worth, 
which greatly depends on the fate of the 
economy. The lesson of the bond mar- 
ket's tumble on August 4th ought to be 
that the rosiest forecasts of an imminet 
"soft landing" (ie, slowing growth, low ii 
flation but no recession) for America 
economy may prove overdone. There 
could still be plenty of inflationary forces 
lurking in the economy. For instance, à 
erage hourly wages jumped by 0.896 in 
July, compared with a month earlier. An- 
nual inflation, 4.776 in January, appeared 
to peak only in May, at 5.4%, and fell only 
to 5.296 in June. Moreover, monetary 
growth has suddenly spurted. That hardly : 
confirms a slowdown. | 
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E Hoylake’ s bid for B.A.T 


, BWaitinc tor Hoxani 


E. 


THE CASE FOR UNBUNDLING 


a | 


UNNY old world. Last year, Farmers 
Group, an American insurance com- 
. pany based in California, tried to fight off a 
hostile bid by B.A.T Industries, one of the 


3 world’s largest tobacco companies. Its de- 


- fence failed—despite some interesting argu- 
ments about the conflicts of interest that 


n . might arise when a cigarette producer owns 


Ev i 
hu 


an insurer which offers discounts to non- 
smokers. A year later, Farmers is B.A.T's best 
— hope of fighting off the £13.4 billion ($21 
— billion) bid by Hoylake, a vehicle designed 
bd Mr Jacob Rothschild, driven by Sir James 
- Goldsmith and supported by Mr Kerry 
- Packer (left to right above). The fate of this 
I bid may end up being decided not by B.A.T’s 


am Bhareholders, but by the insurance commis- 
— sioners in the nine American states in which 


— Farmers is domiciled. 


State insurance commissioners are a 


= tough bunch. They realise that an increase 
— in debt-service costs as a result of a takeover 
j . might eventually have to be passed on to 


~ 

Dur 
i 

Li 


= 


.. policy-holders i in the form of more expen- 


a sive premiums. That is not to their liking. 


— With insurance settlements for liability suits 
_ seemingly on an ever-increasing spiral, they 
are keen to ensure that the financial health 
Dof their charges remains robust. 

Judging by B.A.T's problems in soothing 


— the commissioners’ worries about Farmers’ 
- potential gearing as a result of its own bid 
. last year, the Goldsmith consortium is fac- 


ing an uphill struggle. By August last year, 
eight months after it launched its bid for 
_ Farmers, B.A.T had convinced only the insur- 
ance commissioners in Arizona, Illinois and 
Ohio that it was a suitable new owner. Kan- 
sas and Texas still could not make up their 
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minds. And Oregon, Idaho, Washington 
and California refused to allow the takeover 
to go ahead. 

California had the oddest reason for re- 
fusing—one of the state’s statutes says that 
Californian companies cannot be owned by 
entities controlled by foreign governments. 
Mrs Roxani Gillespie, the state’s battle-axe 
of a commissioner for insurance, interpreted 
the wording of this statute in such a way as 
to make B.A.T a nationalised industry— 
thanks to minority shareholdings held in it 
by the likes of the British Rail pension fund. 
In August a state court overturned this ab- 
surd ruling, forcing Mrs Gillespie to change 
her mind; the three other intransigent com- 
missioners did likewise when B.A.T upped its 
offer. The bid then went through. 


IVEN the size of their fees, corporate 
raiders have a hard time convincing 
people that they really do wear medals 
with their pin-stripes. After all, when raid- 
ers make tens of millions of dollars from 
each deal, who can believe their claims to 
be working mostly to improve the eff- 
ciency of the business? Surely, they have 
to be sacrificing the firm's long-term 
health for their own short-term gain? 
Perhaps not, according to a new study 
of several thousand American takeovers 
which took place between 1977 and 
1982*. The study examined the effects of 
takeovers on the employment of produc- 


Mrs Gillespie’s decision will again be 
crucial, since 4096 of Farmers' pfeiüium iQ- 
come comes from her territory. Sir Ja 
and his crew have 81 days from August 8th 
to convince her that their bid for B.A.T poses 
no threat to Farmers’ policy-holders. If they 
fail, then under City of London takeover 
rules their bid must lapse, even if a majority 
of shareholders have voted to accept it. 

Sir James’s American lawyers, Skadden, 
Arps, Slate, Meagher & Flom, should know 
what they are doing—they helped to defend 
Farmers last year. The main thrust of their 
case to the insurance commissioners is that 
it does not matter if the illustrious trio are fit 
and proper owners of Farmers, as they have 
no intention of keeping it. Hoylake has 
promised to put Farmers under a standstill 
agreement which would be administered by 
Mr Daniel Evans, who is a former senator 
for and governor of Washington State, Mrs 
Shirley Hufstedler, a former secretary for 
education, and Mr David Sherwood, a ¢--~ 
president of the Prudential Insurance Cc 
pany of America. This fine collection of has- 
beens will be responsible for overseeing the 
management of Farmers until a buyer is 
found; help to vet the suitability of that 
buyer; and make sure that dividends to 
Hoylake do not shoot up in the interim. 

Hoylake is scouting around for likely 
buyers. One candidate is Mr William Si- 
mon, a former treasury secretary building a 
West Coast financial-services empire. He is 
one of 23 outside investors who have offered 
to invest a total of £316m in Hoylake. 

The insurance commissioners are not 
impressed. “At the end of the day someone 
has to pay for these deals; I don't want it to 
be policy-holders in Oregon", says Mr 
Theodore Kulongoski, that state's commis- 
sioner, with due populist fervour. Mrs Gil- 
lespie might be even keener to ensure those 
in California do not suffer: her job is soon to 
become an elected one. 

Hoylake may have made one seri 
mistake in its handling of the Farmers c: 


Takeover and make over 


tion workers, R&D specialists and adminis- 
trators. It concluded that those firms that 
were taken over cut back heavily on ad- 
ministrators. Contrary to expectations, 
when it came to the number of research 
workers employed, there was no differ- 
ence between those taken over and their 
independent brethren. 

On average, administrative offices at 
taken-over manufacturing firms employed 
1296 fewer staff in 1982 than they did in 
1977. Among firms not taken over, cen- 
tral-office employment grew by 4%. Em- 
ployment of production workers also 
shrank at acquired firms—though by 
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V 'nment esac the ai war and are still 

-controversial enough to make sure such a 
-case could go all the way to the Supreme 
Court. Mrs Gillespie has asked Farmers to 
become a co-defendant and so to pick up the 
“bills that Cravath, Swaine & Moore will 
-charge to refute Skadden arguments. 
- ^ Well might BA T's shareholders be 
..dazed. The key question to them is whether 
the takeover panel in London will be willing 
to-adjust its bid timetable. It could rule that 
Farmers’ connivance with Mrs Gillespie 
constitutes a frustrating action of the bid, 
-on which shareholders should have the 
"right to vote. Or, if Hoylake has persuaded a 
ority of B.A.T’s shareholders to accept its 
-< r within 60 days, it could offer to extend 
- the customary 21 days for tidying up all the 
loose ends. 

One thing is certain: until the attitude 
of the American insurance regulators is 
clearer, Sir lames and Co are not going to 
waste their money on offering shareholders 
a cash alternative to the cocktail of shares 
and junk they have now put on the table. As 
the takeover panel's deadline looms, the bid 
will begin to bear more than a passing re- 
semblance to one of Sir James's and Mr 
Packer's favourite pastimes— roulette. 

B.A.T's shareholders will be the losers. 
Either Hoylake will fail to get the necessary 
consents from America and so will have to 
withdraw its bid because it has run out of 
time, when presumably the B.A.T share price 
will sink; Or the consents will arrive so near - 
` the deadline as to discourage a rival bidder 
from: coming forth. That in turn will prevent 
_B.A1’s share price from being pushed up as 

has it t might otherwise. Not so funny. 
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" auch leu: chav: that of E E N | 
erall, growth in wages and benefits was 
cerita poitus lower among those 





3 e remains à mystery in the figures. 
eport's authors say that the firms in 
study we were taken over were, 


| ^ | "n es indicare that some 
being eliminated by pre-1982 
east, was coming from the al- 


i f Takeovers on the Employment and 
traloffice and Other Personnel” by 
'g and Donald Siegel; NBER work- 
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Financial regulation i in Britain 


Down from the mountain 


R DAVID WALKER, the chairman of 

Britain's Securities and Investments 
Board (siB) is an unlikely Moses. A bespec- 
tacled mandarin from the Bank of England, 
he took over at the sB in June 1988, one 
month after the Financial Services Act 
swept in a brand-new era of City of London 
regulation. His predecessor, Sir Kenneth 
Berrill, was blamed for all the costs and bu- 
reaucracy the new system entailed and was 
forced out by City financiers. On August 
8th Mr Walker unveiled plans aimed at thin- 
ning Sir Kenneth's rules without reducing 
their effect. His consultative paper, "Regula- 
tion of the Conduct of Investment Busi- 
ness", is now more widely known as Lon- 
don's “ten commandments’. 

The new rulebook, which Mr Walker 

proposes to introduce by April 1990, would 
have three tiers: 
@ The first is the ten commandments them- 
selves. These are broad "principles" that 
any financial firm must abide by, and most 
are as plain and as obvious as the biblical 
"thou shalts" themselves. The sib's second 
principle says that a financial firm shall "act 
with due skill, care and diligence in the con- 
duct of its investment business." Impor- 
tantly, a wronged investor cannot sue a firm 
that he believes has broken a command- 
ment. Only the siB can discipline it. 


@ The second tier, "designated rules" (of - 
which there-are currently 46), builds on the 


ten principles. Exercising skill, care and dili- 


gence, for example, requires that an invest- ' 


ment firm give "prompt and timely execu- 
tion". This second tier is more concrete 


“than the principles, but it is still much sim- 


pler than Sir Kenneth's multi-subsectioned 
opus. A private investor can sue his adviser 
if he breaks a designated rule. 


e Day-to-day regulation is left to the five ex- 
isting selfregulating organisations (SROs). 
Their rulebooks, the third tier, must incor- 
porate all the designated rules, though the 


SIB is prepared to make exceptions. 

Sir Kenneth argued that all the 
rulebooks had to have an “equivalent” stan- 
dard of protection. It meant that when an 
SRO changed its rulebook, the siB had to fol- 
low suit. This equivalence was one reason 
why the rulebooks were all so fearfully long 
and convoluted. Mr Walker asks only that 
the sro rulebooks provide "adequate" pro- 
tection. That gives the SROs a chance to sim- 
plify their books. 

What is clear is that the commandments 
are essentially a deal with the City. Mr 
Walker has made the new system more 
"user-friendly"; in return he expects the 
City to abide by his principles. The risk is 
that Mr Walker’s system will have less bite 
than the old one. Mr Walker retorts that the 









more legalistic the system, the more it will 
abused. 

A case in Mr Walker's favour ma 
the recent County NatWest affair: Cow 
directors managed to convince themse 
that, technically, they had not broken 
securities laws, though they would cl 
have broken his "principles". Even so 
Bank of England's semaphoric - eyebr 
rarely stopped ubivis or hein 















































ment—that one of his comma 
be a stronger barrier than a 
ube m at t best, untested. 






stone. This kes seems sp RAE to d 
deed, he argues that it will be easier tc 


David takes the tablets — 





Or to punish offenders for ins i cing à a 
ple than for a technical infringemen 
body who does not accept Mr Wa 
terpretation of the principles will 
take the sip to a costly, public tr 
Second, the sROs must lear 
less like tom-cattish trade ass 
more like the policemen they ne 
Walker now plans to harry them wi 
But he has already let them off one h 
saying that they can keep their e 
rulebooks if they wish. So far, only t 
most go-ahead SROs, the Investme 
ers Regulatory Organisation (IK 
Securities Association (TSA), hav 
they will change to simpler Tul - 
new adequacy test. i 
Mr Walker’s vision is ofa lc fti 
reaucratic SIB. Abroad, he sees t 
City ambassador, particularly i 
where the Community is trying 

















































its ‘investment-se vices 





hat vision. But now pethaps the biggest ob- 
tacle is the array of financial regulators in 
A ndon—the Bank of Enpaneg the sicui 


| ergere a and acquisitions i in Japan 





" Pap 


difficulties that foreigners have buy- 
g their way into Japanese companies 
vited are threatening to strip the gears 
hing Japan’ s trade relations with Amer- 
. That is why inward.investment in Japan 








ent initiative" (sii) talks due to get under 
y between the two countries in Septem- 
er. It is also why the Japanese Ministry of 
nance has announced measures to deal 
ith “investment friction". — 

The Japanese set considerable store by 


caused by the "Super 301” ruling against 
them in Washington in May. Under 
this controversial provision of Ameri- 
ca s 1988 trade law, Japan was cited as 
an "unfair trader” and urged to: start 
negotiations to dismantle its struc- 
tural barriers to trade—or suffer pu- 
nitive countermeasures. Japan's civil 
servants know that one of the best of- 
ferings would be to remove what 
Americans see as barriers to foreign — 
investment. They are hurriedly re- 
writing the rules to make American- 
tyle mergers and acquisitions (M&A) 
iore acceptable in Japan. s 
` The final straw that broke Ameri- - 

an patience appears to have been the — 
ght which Mr T. Boone Pickens, a 
orporate raider from Texas, had 
ith Koito, a Japanese maker of car- 
ig This year Mr Pickens bought 

o of Koito's stock, and then said 
di company ought to be turning in 
etter profits rather than subsidising 
ales to its previously largest shareholder, 
he Toyota car group. Though he owned 
iore shares in Koito than anyone else, Mr 
ickens was denied a seat on the company's 
oard. Toyota has three. Since then, Mr 
ickens has been bending ears in Washing- 
yn—despite his reputation as the Genghis 
han of the American corporate world. 

`- As trade officials in Washington see it, 
merican investors have long been effec- 
ively barred from buying into corporate Ja- 
pan. Yet their Japanese counterparts have 
en free to snap up practically any Ameri- 
in asset they can lay their hands on: actu- 
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ese latest tablets bring the sip closer to * 


ikely to dominate the "structural impedi- | 


he su palliative to reduce the acrimony 


N m NW 


ly, ; $12.7 billion-worth in 1988. s " 











ment of Tad edi ien ke cu Pe 


over panel, the fraud squad, etc. A worthier | 
siB should rule most of the City alone. Don't. 


forget the first commandment: "Thou shalt 
have no other Gods but me." 


ing a barrier or two 


elievable but true: Japan is making it easier for foreigners to suy hi 


salt into the wound, lapanese banks have 
been lending billions of dollars for hostile 
leveraged buy-outs (LBOs) in America. 
Japan’s finance ministry is making two 
unprecedented offerings. Henceforth, Japa- 
nese institutions will have to tell the finance 
ministry "within a few days" how much they 
are investing in LBO partnerships abroad, 
and what the money is going to be used for. 


Since the start of America’s LBO craze, the 


ministry has fretted about the headlong 
rush by Japanese banks to get involved: hav- 
ing kept them from the worst of third-world 
debt, it does not want them tripped up by 





An debt instead. 

The ministry is also to relax rules ea 
are rigged against overseas companies which 
want to invest in Japanese firms. Takeover 
bids from foreigners have to be carried out 
through a domestic securities house, which 
must give the ministry ten days’ notice of its 
intentions—ie, enough time for a rescue op- 
eration to be mounted to keep the target 
company in Japanese hands. If a foreign firm 
manages to clear that obstacle, it is allowed 
just 20-30 days after notification to wrap up 
the acquisition. Japanese firms are not sub- 
ject to these rules. 

The finance ministry has proposed to 


| foreign i investors, and to allow simultarto 


or even subsequent notification instead 
The time restriction for buying shares in à 
target company will probably be dropped 
too. In a stockmarket like Tokyo’s, where 
only 20-3096 of the outstanding shares of all 
the firms listed are ever in circulation (the- 
rest are in friendly hands), the time restric- 
tion has been a highly effective barrier. 

That is not all the dismantling that is go- 
ing on. Following a precedent set by the To- 
kyo district court two weeks ago, Japanese 
firms that have become the target of an un- 
welcome takeover bid can no longer resort 
to the age-old. practice. of selling shares at 
knockdown prices to white. knights. This 
they could do, without i nforming the rest of 
their shareholders, in an effort to dilute a 
hostile investor’s stake to below the critical 
33% level above which an investor has the: 
right to call a shareholders' meeting. 

With Japanese companies’ standard ` 
fence tactic now ruled out, the pace of im 
enous M&A is also bound to increase.: 
ready, it has been quickening steadily over 
the past four years, as smaller Japanese man- 
ufacturers have tried—and failed—to fight 
the adverse effects of the high yen and stay 
independent. : 
Though sers, to aly Y109 
billion ($850m), total M&A activity in: 
Japan last year was 15 times more 
than in 1985. The average bid was 
less than Y500m, indicating j just how 
small the companies that have come - 
on the block so far have been. In the 
first half of 1989, M&A activity was 
3496 higher than in the the same pe- 
riod last year. New M&A outfits are 
sprouting all over Tokyo, headed by 
_. Wasserstein, Perella, a young Ameri- 
"can spin-off from Wall Street's First 
Boston that has a tie-up with Nomura 
Securities. — 

One thing that the Enid mit 
try is determined to nip in the bu 
greenmail, the purchase of a big block 
of shares in a company with the inten- 
tion of selling them back to it at in- 
flated prices. It fears this could arrive 
in Japan along with the foreign nov 
elty of hostile takeovers. So, while it 


will smooth the path for foreigners trying to 


buy Japanese companies, the ministry plans 
also to introduce a “5% rule”: any 
shareholding in a company will have to be 
declared once it reaches 596. 

lapan's old-style money men are xs 


 moaning that an "American disease" has 


now come to Japan with a vengeance. When 
they look at the expense of buying Japanese 
companies, especially the big ones, and the - 
difculties of unravelling the interlocking 
group shareholdings of many of them, for- 
eigners may soon be complaining that Japan 
still has a few of its special antibiotics left. 
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IBER the warm, homely glow of 
es in early wireless a They 
ied out in the two decades after the 
“solid-state transistor was invented in 1948. 
Like valves, transistors can amplify elec- 
` tronic signals. Unlike valves, they do not 
need high temperatures generated inside a 
Bab rd d vacuum tube to do it. 
- Old-fashioned valves can still be found 
elevision sets, some military electronics 
.. fn esoteric hi-fi sets (some buffs reckon 
that valve amplifiers sound better than their 
solid-state counterparts). But today they ac- 
count for the tiniest fraction of the $60 bil 
lion-a-year market for electronic compo- 
nents. That may soon change. A new 
generation. of valves is shaping up to chal- 
lenge the transistor. 
.S The new valves do not los or need 
high. temperatures to work. You cannot 
even see them—like transis- 
tors, a million will squeeze on. 
to a square centimetre of 
silicon—but they operate at up 
to 20 times the speed of the 
best: solid-state. chips. And by 
2000. these microvalves could ; 
be as cheap to make as today's , 
chips. The valve . revival.” 
(known as vacuum microelec- | 
| tronics) is still in commercial 
Ai fancy. But if the amount of 
Pearch companies are doing 
on a piece of technology is a 
guide. to. its potential, tiny 
valves. are worth watching. | 
There were 160 optimistic sci- 
, entists from 12 countries, in- 
ading Russia, at the second 
ternational conference on | 
uum microelectronics, held - 
Bath last month. | 
: Microscopic valves are not 
ew idea: Mr Kenneth Shoul- 
nd Mr Charles Spindt, 
scientists then at the Stan- 
rd Research Institute in 
fenlo Park, California, re- 
- searched the idea in the late 
~ 1950s and early 1960s. But the 
“money ran out when transis- 
tors took over and the means 
make commercial 
icrovalves stubbornly re- 
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electric field 
produced here 





hip that adores a vacuum 


fused to be invented. Mr Shoulders went on 
to study intriguing out-of-the-way technol- 
ogies elsewhere; Mr Spindt stuck it out at 
Stanford. Now the manufacturing technol- 
ogy that let transistors shrink to microscopic 
size is turning their dreams of microvalves 
into reality. 

To understand why people want to 
make microvalves, consider the disad- 
vantages of solid-state technology. Surges in 
voltage, high temperatures and other hefty 
pulses of energy can cripple chips by making 
electrons jump between parts of their cir- 
cuits; in much the same way, the pulse of 
electromagnetic radiation caused by a nu- 
clear explosion would destroy weapons and 
communications systems that use chips. The 
chips in satellites are also disturbed by 
bands of natural radiation (known as Van 


Allen belts) around the earth. 





10,000 cathodes in a 
i square millimetre 


vacuum 


Packing in the valves | 











silicon dioxide 
insulator 









































Although costly radiation-h? 
chips containing sapphire or silic 
insulators do exist, the cheapest v 
whatever its size—is far less susceptibk 
radiation and voltage surges. Too hig 
voltage applied to a solid-state chip creat 
permanent conducting channel betweer 
terminals, destroying it; while at high 
peratures solid-state chips conduct elec 
ity too readily. The ^ microval 
undamageable vacuum prevents both ki 
of Sane pet makes them « especi 


vantage because of ihe UE: 
tances DA had to travel. Worse, 
energy is pee That can inate 
short-lived, unreliable and inefficient, 
much energy is given off as heat. 
Shrink a valve down to a micron orso 
size, and interesting things start to happe 
even at room temperature. Subject t 
microvalve’s cathode (or emitter) to amele 
tric field, which can be varied to control th - 
valve's ability to amp lify sig 
nals, and electrons are rippi 
out of it by a phenomenon 
known as quantum-mechan 
cal tunnelling. The electrons 
consequently- arrive at the | 
valve’s anode (receiver) almost 
instantaneously. | 
The sheer speed at wh ch 
electrons. zip through each 
. microvalve's vacuum mak 
them the fastest electro 
technology vet, capable. of 
speeding up the raciest of ti 
day's high-speed compu 
and suitable for all sorts of 
tra-high frequency uses. 
cause of their small size, v 
uum pressures might not n 
to be as low as in old-fashi 
valves. That could hel; 
as easy to mass man 
microvalves as it is soli 
chips. | 
Britain's GEC runs 
world's biggest vacuum - 
electronics research 
gramme at its Hirst Re 
Centre in Wembley. Typ 
it makes microvalves by t 
a sliver of silicon and cl 
cally etching millions of 
micron-high conical . 
cathodes on it. A microsc 


hen 2 


























iim of silicon dioxide is then put over t 
cone-covered silicon, followed ju a further 
ayer of metal—often molybdenum. This 
ayer, when subjected to an electric current, 

xoduces the electric field which activates 
he microvalve’s cathode. One-micron holes 
ire then etched through the top two layers 
round the cathodes, to make a grid of tiny 
vacuum chambers. The whole assembly can 
then be used as a simple electron source, or 
pped with a further insulating grid and an 
ode, to make an airtight valve (see dia- 
am on previous page). 

The microvalves’ minuscule cathodes 
usually cone-shaped and made of metals 

such as niobium, molybdenum, gold and 
talum carbide. Other shapes, such as pyr- 
ids and what Stanford's Mr Spindt pic- 
esquely calls micro-volcanoes, and other 
rials, like silicon, can also be used. Dr 
osemary Lee, who directs GEC's research 
ramme, believes that pointed metal 
mes have the most potential. They pro- 








































































"TWO new spacecraft were launched on 
< X Tuesday August 8th. They both prob- 
-ably house telescopes, but there the simi- 
- larity ends. One is American and went up 
^on a shuttle; the other is European and 
. went up on a rocket. One is military, one 


]. the other to look up to the stars. 

© Space is the only place that either ma- 
chine could do its work, but it has differ- 
] ent attractions for each of them. The 
| American surveillance satellite is probably 

Ca KH-12—the KH stands for keyhole, as in 
.peeking—based on a telescope that picks 
up normal light, though it could be a ra- 
dar satellite in the Lacrosse series, the first 
of which was launched from a shuttle last 
year. Either way, it is in space for the same 
reason-—more or less—that its ancestors 
n the reconnaissance business perched 
1 hills overlooking the enemy. It is hard 
o hide from an eye in the sky. 
< ‘Hipparcos, the European Space Agen- 
cy’s star-mapper, is in space for the same 
reason that astronomers have spent many 
cold nights on mountain tops. The earth’s 
atmosphere and the artificial light with 
which it is polluted by cities and similar 
nuisances present obstacles to the astron- 
‘omer. The stars can be seen clearly only 
from above it. Space has other advantages 


cate mirror is not deformed by its own 
weight, nor by the warming and cooling of 
ay and night. 

Another advantage of Hipparcos as a 
-map-maker is that it will see all of the sky. 
Earlier maps and catalogues of stars had to 


ties and are robust—which is- 


civilian. One is to look down at the earth, _ 


for a stargazer. There, the telescope’s deli- 


ely on many observatories in different 


uce the highest current densi- | 


critical if microvalves are to 
withstand, say, the accelera- 
tion forces inside a missile. 
Because they are so small, 
making large numbers of cath- 
odes consistently enough to 
emit electrons in a stable and 
identical fashion is tricky, and 
not yet reliable enough for 
commercial purposes. Dr Lee 
has found that the stability of 
emissions seems to improve 
when the cathodes are coated with a micro- 
scopic film of fatty acid. She and other re- 


searchers have also found that microvalves 


perform less erratically if they are cleaned by 
heating during manufacture. 


As seen in TV 


Even the most optimistic fan of microvalves 
accepts that commercial versions will not 


parts of the world. During its 2! years of 
life Hipparcos will get 80 looks at each of 
the 120,000 stars in both hemispheres 
that will be on its main map. It will not 
send back striking pictures of them. But it 
will measure their position, their move- 
ments, and their distance from the sun 
with the sort of accuracy that invites a 

host of- striking—if not terribly 
enlightening—analogies. The instrument 





is good enough to measure a golfball on 
the Empire State Building from London, 
or the rate at which the trunk of a tree on 
the horizon is widening as it grows. It mea- 
sures the distance of a star by using paral- 
lax. As the earth, with Hipparcos atten- 
dant, circles the sun, nearby stars will 
appear to move with respect to further 
stars. 
The information on the stars’ posi- 
tions and movements will give astrono- 
mers a much clearer view of the nearer 


but since it is designed to be as good a tele- 
scope as possible given the size-restric- 


ds nil ar : to the Hubble Space Telescope, 


it probably needs to change orbits now 


"tank crew is having for lunch can. be har- 
 nessed for spotting planets around nearby 
‘stars, and other feats of astronomic acuity. 


‘Unlike H ipparcos, the Hubble should 
provide lots of s; 


next March. Those working on it think: 
"that slippage in the shuttle schedule could. 


| e tende atacost of $7m.- 





















à Then cee are e likely t to rüplace ^ 
chips as sensors in hot placă 
(such as inside jet engines), or 
inside nuclear reactors. But - 
they could also displace cath- 

. ode-ray tubes in those visual 

| display units where ruggedness 
. and smallness count. Instead of 

using one electron beam scan- 
ning across a screen, a thin- - 
panel ^ microvalve display - 
would comprise millions of — 
tiny cathodes each firing a sin- 
gle beam on to a phosphor-coated glass 
plate. This would produce higher contrast, - 
crisper colour and no deterioration in pic- 
ture quality when viewed from the side. Be- 
cause microvalves need no time to warm up, | 
the picture would appear instantaneously. >. 
Dr Henry Gray of the Naval Resarch | 

Laboratory in Washington, pc, thinks that 

such microvalve displays could be made hie 
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Birds of a different feather 


reaches of the. galaxy. When the m ipis I 
published in 1995 it will also provide aide- | 
finitive reference work for astronomers. 
The information gleaned by the Ameti- 
can satellite will not enter the public do- 
main so soon. If it is a KH-12, then it is a 
photo-reconnaissance satellite of extraor- 
dinary power. With the help of computer- 
ised image-processing, it might. be able to: 
read newspaper headlines from space: - 
That sort of power would come in handy =- 
for astronomers, as well as snoops. 

They may well get their chance next 
year. Details of the KH-12 are kept secret, 









tions of the shuttle's cargo bay, it must be 







A's. long-awaited. treat for astrono- - 
mets. There will be difference 
does not need to stare at things bro 


long; it may carry extra infra-red sensors} 






and then. And the design of the spy satel- 
lite will be more up-to-date. But their | 
power to resolve images may be much of: a 
muchness. 

The same power that can spot what ac 





ectacular images to stir 
the taxpayer. But not yet. The Hubble 

telescope, originally scheduled for launch 
in 1983, is now slated fora shuttle mission - 


well delay that until June or later. Mean- ~ 
while, it sits in a shed in Sunnyvale, 





a month. 









Two years ago, capital market players — banks, 
brokers, dealers, asset managers — were euphoric 
< because of unprecedented success and big profits. 
Toda many are cautious about their future and 
some doubt their very ability to survive. 


At a time of rapid change in Europe’s capital 
markets, the difference between forecasting the 
future accurately and inaccurately is worth billions 
of Ecus. 
If Europe is your market, you will find a new 
report from Arthur Andersen & Co. published by 
The Economist Publications essential reading. 
European Capital Markets: A Strategic 
Forecast examines the key issues including: 
e Which market functions will be affected by the 
opening of pan-European markets? 
Asset management? Brokerage? Distribution? 
e Are EEC regulatory innovations a real force for 
change? Or will local regulation still be more 
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ages huge, flat-panel HDTVs disfiguring every 
living-room wall. By the end of the century, 
he prophesies, microvalves will be consider- 
ably cheaper to produce than rival flat- 
screen components. Some sceptics point out 
that such large-scale assemblies of 
microvalves call for a dizzying leap in chip- 
anufacturing techniques. 

Undaunted, Dr Gray suggests other fu- 
ristic applications. Because microvalves 
can switch on and off very quickly—billions 


Natural prosthesis 
skeleton service 


JSTIN, TEXAS . 


HERE are two ways to dig up bone. One 
is to go grave-robbing and haul off a 
sack of skeletons; the other is to mine for a 
mineral called hydroxyapatite and come 
back with some white powder. Tooth 
enamel is over 99% hydroxyapatite in a 
dense form, and about 6596 of bone is made 
up of a more porous version of the mineral. 
_ (The rest of bone is collagen fibre, a protein 
-that makes it flexible, plus some living cells). 
- If the mineral is available, why don't doctors 
and dentists use it to make new bones and 
teeth? 

-> They have tried, but their manufactur- 
ing technology has let them down. It takes 
temperatures of around 800-900°C to bake 
| the powder hard. The hydrogen-oxygen 
. part of the mineral boils off as steam long 
- before then. The resulting bake is too soft, 
'.$0 materials such as silica are put in to 
harden it. Most of the advantages of using 
- natural bone are then lost. The implant will 
not knit to natural bone, though it is better 
than nothing. 

-. Perhaps the white powder is a red her- 
ring. After all, the body does not make its 
hydroxyapatite from dris Exactly how it 
does make it is unclear, but the mineral's 
structure is so simple that it is relatively easy 
to synthesise it in a laboratory. Oddly, no- 
body seems to have thought of doing so be- 
fore Dr Richard Lagow. Perhaps it sounded 
too easy. 

: In 1987 Dr Lagow's team of chemists at 
the University of Texas at Austin an- 
nounced that it could make real teeth and 
bones. Some 200 medical companies de- 
scended on him, but there were problems he 
wanted to iron out and much more to be 
arned before he was ready to tool up a 
‘bone factory. Now he can make the stuff in 
ractically any size, shape or density; his ex- 
eriments have progressed from rabbits to 


lexans are walking around with false teeth 
it are not false at all. 





(HDTV) screens. Like many others, ee envis- 


igs to dogs to monkeys; and a handful of | 


Some of the rabbits which got his im- | 





hertz compared with less than 1 gigahertz to- 


day) cellular-telephone network. Because - 
atmospheric oxygen is a natural absorber of - 


such high frequencies, the interference be- 
tween different cell areas would be reduced. 


Nobody believes that vacuum micro-. 


electronics will depose solid-state chips. But 


applications in which speed and ruggedness 
matter. By 2000, microvalves may be as com- 
monplace as the chips in your calculator. 





plants have now been walking around for 
three years (a slice of leg bone was removed 
and replaced by a slice of synthesised hy- 
droxyapatite, held in place with a steel pin). 
Dr Lagow was surprised to find that the arti- 
ficially made implants are gradually being 
converted into living bone; some have al- 
ready been 8596 replaced. This happens in 
the same way that bone is naturally grown. 
At any given moment, about 596 of a per- 
son's bones are being regenerated. First 
some cells called osteoclasts, which are made 
in bone marrow, dissolve the bone with ac- 
ids, leaving tiny craters. Then cells called os- 
teoblasts come and fil the craters by 
synthesising new bone. Capillaries creep 
along into the bone to bring blood and life. 
These chemical reactions can only happen if 
the pores in the hydroxyapatite material are 
just the right size; Dr Lagow's chemical engi- 
neering is paying off. 

Bone implants with silica and other for- 
eign stuff will not perform this trick, so they 
never become as strong as real bone. Nor 


Bonesi in contention 


child grows. 


bone. It feels like real tooth (be 


^ oftimes a second—they could form the ba- wil 
sis of an ultra-high-frequency (say, 60.giga-- 


: otis drawbacks too, e i eda rid are 
: dead, secoridly because they are other peo- 
. ple's..Even though they are dead and have 
- usually been blasted with x-rays to obliterate 
.. any genetic material, they: are still sometimes 
"rejected by the recipient's ungrateful im- 
it may replace them in several advanced - 


mune system. Also, when cadaver bones are 


implanted in children who have had cancer- 


ous bones temoved, the operation has to be 
repeated to. put in bigge I ones. when the 






Using Dr Lagon^s s mineral for dental 


caps and crowns is straightforward. because 


they do not need to grow or bond to living 
ecause it is); it 
expands and. contracts with varying tem- 
peratures at exactly the same rate as the 
other teeth in a patient's mouth, for exam- 
ple. Also, the porcelain which is normally 
used for a crown is harder than real teeth 
and so can can eventually wear its fell 
down. Dental root abuse ita whia: a 
metal post is hammered into the jaw to hold 
a porcelain crown in place—can also be im- 
proved (it lasts for only about 5-10 years). 
The more porous version of the mineral can 
be used to make a root that will grow into 
the jaw. 

The tooth-hard version can also be used 
to replace the metal pins and joints in to- 
day’s artificial hips and other implants. 
While the animals in various Texan labora- 
tories have their bones rearranged and 
swapped like pieces of Meccano, Dr Lagow 
is trying to find ways to make teeth and bone 
at lower temperatures and with less cumber- 
some equipment. This would let surgeons 
make the shapes they want in the operating 
room and let dentists use the mineral to fill 
cavities in a patient's teeth. Get ready for 
the genuinely natural smile. 
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The left's unrevised revisionism 


SOCIALISM: PAST AND FUTURE. By Michael Harrington. Arcade; 320 pages; $19.95 
LABOUR'S PATH TO Power: THE New Revisionism. By Giles Radice. Macmillan; 226 pages; 


£29.50 
ICHAEL HARRINGTON, who died 


on July 31st, was America’s leading 
socialist; a position, one might have 
thought, that almost epitomised marginal- 
ity. Far from it; by prolific authorship and 
plain niceness of nature, for 30 years he per- 
suaded some Americans to listen to a left- 






g analysis of their country. 

5. his last book, was started the day 
he knew he was dying. It is suffused with op- 
timism. Perhaps American socialists have to 
be optimists if they are not to sink into de- 
spair; and the same, in the 1980s, might be 
said for members of Britain’s Labour party, 
which Mr Giles Radice represents in parlia- 
ment. The task of both books is to define a 
"socialism" which can challenge the ascen- 
dant political right in the 1990s. 

The quotation marks matter, for both 
books start from the premise that there are 
many different kinds of socialism. Both au- 
thors end up choosing a socialism that 
stresses "community", and "freedom"; that 
is gradualist, and which does not depend on 
an all-powerful state to make it work: the so- 
cialism that most "socialists" in the indus- 
trial world now believe in. 

It is a concept with a problem. Coming 
from the left, revisionist socialism seems to 
stand for nothing; it is simply shaped in re- 
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action to developments in capitalism. For 
doctrinaire socialists, revisionism is a coun- 
sel of despair bred out of what may be a 
short-lived (and is in any event an incom- 
plete) triumph of market economics. 

Neither book has any truck with that 
kind of argument. Political theories, they 
imply, must change to take account of 
changing social structures, like the decline 
in the manual working class, the rise in femi- 
nism, or the evident success of the market. 
There is no point, they would say, in captur- 
ing the commanding heights of the economy 
when technology is changing those heights 
every day. Socialists who nationalised coal 
and steel industries 40 years ago now run de- 
clining industries. 

So far, so good; both books (especially 
Harrington's) are good at explaining why so- 
cialism must change its spots. Yet revision- 
ism remains unconvincing, at least when the 
revisionists are British or American. The 
crucial difficulty is with the roles assigned to 
"the community” and "the state”. 

Increasingly, the left thinks that the 
community should be the main location of 
political choice and action. But it is not clear 
what this means. A community must imply a 
kind of settled social order. In modern in- 
dustrial societies, where people may live far 


away from their work, and may move house 
frequently, it is difficult to give meaning to 
the term. Individuals band together in a 
host of overlapping ways, most of them un- 
conscious and unorganised. Of these ways, 
the most important (and least analysed) is 
friendship, which in transient societies is 
supplanting family and locality as a source of 
loyalty. But friendship is by its very nature 
voluntary and informal. To seek to turn a 
group of friends into something that acts po- 
litically—that agrees to certain shared goals 
and then pursues them—is a recipe for de- 
stroying the social glue of the group. 

There are further difficulties with the 
mildly interventionist, "developmental" 
state that revisionist socialists support—a 
state that shapes an economy and society 
without directing it (modern West Ger- 
many, Japan and Sweden are the favoured 
examples). The theory is an understandable 
reaction against the assumption that social- 
ism needed Big Brother. But for the develop- 
mental state to work, all social groups in the 
nation must grant it the same degree of le- 
gitimacy. Say Company X is told by the De- 
partment of Industry that, all things consid- 
ered, it would be better for Utopia if it stuck 
to widgets, and left gobbets to Company Y. 
In the developmental state, the companies 
might say “fine”, and set to with a will. But 
in neither Britain nor America is that plausi- 
ble. There, the strength of liberal individual- 
ism is so strong that if governments suggest 
that something is worthwhile, many people 
will promptly do the opposite. 

It is this inherent distrust of the state 
that Margaret Thatcher and Ronald Reagan 
tapped, with startling political results. Until 
American and British socialists find a way of 
persuading their countrymen to behave like 
Swedes, their revisionism will remain unper- 
suasive. On the evidence of these books, 
there is a long row still to hoe. 





Banking 


Fine detective 
work 


A Stupy iN BANKING. By James 
Cuthbertson. J. Cuthbertson; 27 pages; 
£3.25 


6647 OUR chequebook is locked in my 

drawer, and you have not asked for 
the key" ("The Dancing Men"). Nobody 
really knows why Sherlock Holmes felt he 
had to keep control of Dr Watson's bank 
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account. But all is now revealed about his 
wn accounts. Apparently he had several— 
although nothing like as many as the 20 op- 
erated by Professor Moriarty ("The Valley 
of Fear"); and, unlike Moriarty's, which 
ere spread around Europe, Holmes's were 
l at the 125 Oxford Street branch of the 
vapital and Counties Bank (nowadays a 
art of Lloyds Bank), whose customers also 
happened to include Sir Arthur Conan 
Doyle. 
eis 62 years since Watson published his 
last report on the great detective’s activities, 
but public interest in them has not flagged 
(as current productions at two London the- 
atres show). Now this scholarly analysis by 
James Cuthbertson, a retired banker, pro- 
ides the first version of how it all looked 
from the viewpoint of the much-enduring 
bank manager who, at times, was entrusted 
with information denied to Watson, and 
who was endlessly badgered to obtain for 
Holmes, most improperly, confidential de- 
< tails of other people's banking records. 

< The manager must have come to regard 
Holmes himself as "The Illustrious Client", 
s the money streamed in from the Bohe- 
Nan, Dutch and Scandinavian royal 
ouses, from the British and French govern- 
ients and from such millionaires as Neil 
Jibson, the Gold King (“Thor Bridge’) and 
he Duke of Holdernesse (“The Priory 
chool’ ’). Curiously, Mr Cuthbertson errs 
rhen he quotes Holmes as calling the duke's 
Reque "the second most interesting ob- 
et” he had seen in the Peak District. On 
he contrary, Holmes rated it as "the first”. 
lis grasp of financial priorities Was as firm 
s his hold on Watson's chequebook. 
.. Of course, Holmes was content to leave 
tatesmanship and high finance to his 
rother Mycroft, of whom he said: "Again 
nd again his word has decided the national 
olicy ... occasionally he is the British Gov- 
rnment” (“The Bruce-Partington Plans"). 
et Sherlock's services to banking and fi- 
ancial stability were numerous. In “The 
.ed-Headed League” he saved the City and 
urburban Bank's £30,000 worth of gold. In 
ane Three Garridebs” he unearthed a 
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pass anywhere". In "The 
Engineer's Thumb" he 
steered the police to the 
hideout of a gang who had 
been 


dud half-crowns sound like 
small beer, remember that 
in those days "eight shil- 
lings for a bed and 
eightpence for a glass of 
sherry pointed to one of the 
most expensive hotels" 
("The Noble Bachelor"). 

Á century ago, some 
bankers seem to have been 
eccentrics. Entrusted with "The Beryl Coro- 
net", the head of a Threadneedle Street 
bank did not put it into the vaults but took 
it home with him and stowed it in a bureau 
from which it was promptly stolen. Luckily 
for Holmes, his own bank manager was both 
prudent and discreet. In 1891 -94 he knew 
that Holmes was alive (in Tibet) when Wat- 
son believed him dead. Even more remark- 
ably, from 1894 to 1903, when the general 
public thought Holmes was dead, the bank 
manager was one of the few people who 
knew he was back in Baker Street, solving 
some of his most difficult, and most lucra- 
tive, cases. All honour-—as Mr Cuthbertson 
rightly says—to this hitherto unsung hero 
who proved so worthy of Holmes's trust. 


Orson Welles 


One more chime 


CrrIZEN WELLES. By Frank Brady. Scribners; 
655 pages; $24.95 


HE esteem in which the director of 

"Citizen Kane" is now rightly held may 
be judged by the number of biographies that 
have appeared since he died, four years ago, 
at the age of 70. This is the third one to be 
written. In the theatre, on radio and in the 
cinema Welles was a true frontiersman, 
marking out territory that no one knew ex- 
isted before. In particular, he had the temer- 
ity to slice through layers of entrenched 
Shakespearean tradition. His the- 
atrical pageant "Five Kings" and 
the film “Chimes at Midnight" re- 
grouped the history plays in a 
manner that orthodox Shake- 
spearean companies are only now 
beginning to emulate. 

For many people “Citizen 
Kane" remains the cinema's finest 
achievement. Yet, in the 44 years 
that remained to Welles after- 
wards, he was able to complete 
only 11 more films. His career was 


Poy 
forged banknotes, "Rt to’ ^ and at the last he left the shipwrecks 


"turning out half- 
crowns by the thousand”; 3 if 


















more films in various stages of unreleasaB. 
disarray. 

Did he lose his nerve and fear to com- 
plete them lest the world should discover 
that the emperor had no clothes? Some have. 
said so. A more plausible theory is that he: 
failed to grasp the politics and economics of. 
film-making. He absented himself (in a tan- 
trum or on location for another project). 
when his films were being edited and. 
turned dismayed to find that they had been. 
cut and rearranged behind his back. And 
unlike John Ford, who alternated personal. 
pictures with routine studio assignments; 
Welles never learnt that the movie-maker. 
who wants to be an artist must also some- 
tímes play the whore. 

Both these views of Welles have been: aXe. 
pressed by Frank Brady’s rival biographers, 
and he offers no new interpretation of his 
own. His book, too, has some strange omis- 
sions. Mr Brady makes no reference it 
text to "The Deep”, a film that Welles 
in Yugoslavia in 1968 but abandoned with. 
the death of the star, Laurence Harvey. Al- 
though incomplete (there are some gaps in 
the narrative and Jeanne Moreau's role was. 
never dubbed), most of the film was shot 
and edited. 

Welles also directed (and played Shy- 
lock) in a film of “The Merchant of Ven- 
ice". Mr Brady believes that only a few test 
sequences were filmed. In fact, the whole 
play was shot but was never released because 
part of the soundtrack was stolen. Miss Oja: 
Kodar, who was Welles's companion in his 
last years, still has the complete film, save for 
the missing sections of the sound track. She 
has even shown parts of it. 

Mr Brady seems not to be familiar with 
the most recent work done by the film 
scholar lonathan Rosenbaum, in association 
with Miss Kodar, on making an inventory of 
the missing Welles films—or indeed, y-t 
much of the material now in her possess 
This includes "The Other Side of the: 
Wind”, a film Welles shot in Los Angeles: 
and Arizona in 1970, which features erotic. 
scenes of an intensity never before aes 
tered in this director’s work. i 

One would feel much happier in Mr 
Brady’s company if his facts were more reli- 
able. On different pages he says that "Hearts. 
of Age", Welles’s first, tentative’ 
. experiment in cinema, runs for 
both ten minutes and four min- 

. utes and that “The Magnificent 
Ambersons" runs for 131 minutes 
(a length that, thanks to studio in- 
terference, never existed except in 
roughcut form). Minor errors like. 
these. lead only, as Mr Brady 
would have it, to-a "diminish- 
ment" of confidence. in matters 
that count. 
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ENTY years later, it is tempting to 
“4 at the Woodstock Music and Art 
s essentially a meaningless, freakish 
t, a happy accident with few long-term 
‘ramifications. Its most enthusiastic propo- 
nents insisted it was the starting-point for a 
future society; in fact, there has been noth- 
1 like it since. 
the aftermath of Woodstock—held 
1, 1969, on a farm near Bethel, 
lew York—there were numerous 
| ts to copy the festival. None came 
close. Though a few made money and 
spawned great music, most were lost week- 
ends of bad drugs and cheap liquor, police 
h arrassment,, violence, and financial she- 
anigans. The worst case happened less 
onths after Woodstock, when 
ling Stones made themselves the 
wpiece of a one-day free extravaganza at 
Altamont Raceway, near San Francisco. 
Four: ‘died that afternoon, one of them a 
inewaving black teenager knifed repeatedly 
y Hells. Angels hired as security for the 
500, 000 crowd. 

"Woodstock, then, proved nothing. Or 
rather, it proved only what farmer Max 
Yasgur, in whose alfalfa fields it was held, 
claimed it proved when he addressed the 
Hong. ‘that half a million kids can get to- 

ether for fun and music and have nothing 

t fun and music," Woodstock belongs 
with other unlikely events listed in the 
“Guinness Book of Records", and that 
should be the end of it. The event's very na- 
ture—500,000 people from far and wide, 
thrown together fora weekend —guarantees 
that it lives today mainly as 500,000 separate 
pangs of nostalgia. 

. In fact, Woodstock did say something 
ut its immediate past, and pointed a di- 
or the future. Before Woodstock, 
rock ‘n’ roll was the music of a 
hino group of drug-taking weirdos who 
swore it was the soundtrack for their lives. 
With Woodstock, this music was embraced 
by a mass market; both Madison Avenue 
and the music industry took due note. 

— Rock ‘n’ roll soon moved out of small 
ballrooms and into stadiums. The rock-as- 
lifestyle rhetoric persisted, too: in 1977, 
Warner Communications, the umbrella cor- 
poration for three of the largest record la- 


bels 


‘in the world, said in its annual report 
“Entertainment has become a necessity.’ 
The company could hardly be blamed; one 
of its top groups, Fleetwood Mac, that year 
old an unprecedented 15m copies of "Ru- 
mours”. (The Beatles’ "Abbey Road", the 
dest selling album of 1969, moved just Sm. ) 
As rock became bigger and bigger busi- 
yess it became less specific to any group of 
2e0ple. With so much. money at stake, art- 
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3DAYS 
*PEACE 
&MUSIC 


ists made conservative records. To reach the 
back rows in concert, they resorted to 
broader gestures and histrionic musician- 
ship, until they threatened to become self- 
parodies. Punk briefly offered an alterna- 
tive, but has never achieved mass 
popularity. 

About a decade ago, bands found cor- 
porate sponsors for the huge tours. At first, 
Madison Avenue proceeded cautiously, 
printing logos on concert tickets and similar 
small moves; the worry was that fans would 
not like such crass commercialism. Now mu- 
sic sells everything from beer to running 
shoes. The "outsider" music has become 
the ultimate mass-marketing vehicle. It has 
become “just music"; nobody talks about 
rock-as-lifestyle anymore. 

Instead, they marvel at The Who, whose 
reunion tour this summer is sponsored by 
two beer companies. The band will gross 
$55m. The total fees for all bands at Wood- 
stock reached just under $300,000. 





Thinking 
Cui Bono? 


PARIS 


OST-INDUSTRIAL economies trying 
to develop a comparative advantage in 
brainpower feel they need better ways of 
teaching their citizens to think. But how? A 
recent conference on the subject at the Paris 


headquarters of the OECD, the rich coun- 


tries’ club, showed the quest to be deter- 
mined but the goal elusive. The conference 
brought together some of the world's lead- 
ing educational psychologists with the 
teachers and administrators who want to 


build - thinking 






into their. curric 
Roughly, they divide into two camps: th 
who believe thinking can be taught s 
rately from knowledge; and those 4 
ane it should be taught invisibly wit 
the everyday teaching of ordinary sch 
subjects—which could be a cover for cha 
ing nothing at all. ven 
The best-known exponent of hei sk 
course method, Edward de Bono, makes 
brilliant case for challenging old orthodo 
ies. Traditional teaching, he argues, may d 
velop valuable technical thinking skills s 
as logic, critical thinking and analysis... 
what the modern world requires is ability 
generate ideas, to perceive, to be crea 
and to design. Ás an example of how perce 
tion can outwit logic, Dr de Bono tells a jo 
about a supposedly stupid schoolboy who 
ways takes a nickel rather than a dime wl 
offered a choice between them—beca 
the níckel is larger. His friends ridicule 
but when a friendly teacher eventually 
plains that the dime is more valuable, he 
torts: "I know that, but if I took the dir 
they'd stop offering me money." No con 
puter could ever make that choice. — - 
To generate new thoughts, Dr de Bon 
believes, people must break out of habit 
thinking patterns. They can do so so, howe 
only by mastering a series of specially 
signed courses which make students coi 
scious of how they think. He makes extrava- 
gant claims for his CoRT (Cognitive Research 
Trust) thinking programme, which he has 
tried out with BM, Exxon and Shell and ; 
the 1984 Olympics; CoRT is sold through 
the world, particularly to developing coun 
tries. In Paris, Dr de Bono warned ogcp. 
members that they will fall behind if t 
stick to their old teaching ways, thoug 
sceptics say he has simply found it easier 
market his wares in more primitive edu 
tion systems. | 
Dr de Bono's entrepreneurial i in 
win him few friends among education: 
theorists. Listeners at the OECD confere 
were miffed that one of his acolytes, À 
Christine Maxwell, kept on interruptin 
thoughtful discussions about the nature o 
thinking to point out the virtues of CoR? 
Mrs Maxwell is a director of an Amet 
company associated with Pergamon’ 
the publishing house owned by her: 
Mr Robert Maxwell. Pergamon publ: 
the CoRT materials, and paid a large sui 
ward the cost of the conference. | 
Academics may sniff at crudely- 
keted courses, but at least these have’ 
voked fresh discussion about the varie 
ture of thinking. The logical reasonin 
required for IQ tests are, it is now wid 
agreed, only part of the story. Mr Howa 
Gardner, a Harvard professor who is no f. 
of pure thinking courses, believes that in 
ligence takes many forms, and that intell 
gence of one sort does not point to intelli 
gence in others. His studies of partially 
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Edward de Bono’s thoughts 


brain-damaged and autistic people have 
helped him identify seven separate 
"intelligences": linguistic, musical, logical- 
mathematical, spatial, bodily, intrapersonal 
and interpersonal. Western schools often 
neglect some forms of intelligence, such as 
'he understanding of other people, that can 
be just as important in the world outside as 
conventional “academic” ones. 

—— Some school reforms are already trying 
to make teachers more aware of how chil- 
dren think. Britain's new national curricu- 
um ambitiously requires teachers to assess 
ipils' abilities under a complicated range 
of criteria that could have them begging for 
simple arithmetic tests. Once teachers start 
to think more about thinking, the next 
- question will be whether pupils should learn 
. about it. Dr de Bono reckons that 
"metacognition "—awareness of one's own 
thought-processes— is essential: only by un- 
derstanding new thinking techniques can 
you apply them. He might remember the 
centipede who, when asked how he moved 
all his legs in harmony, found he could no 
longer walk. 








Cyprus reclaims 
.. NICOSIA 

NOOD news for the government of 
; Cyprus in its quest to reclaim the 
. Kanakaria mosaics (The Economist, June 
24th). On August 3rd the district court in 
- Indianapolis ruled that the four pieces— 
- looted from a sixth century church in 
Turkish-occupied north Cyprus—should 
J be returned to the autocephalous Greek 
. Orthodox church here. No compensation 
‘will be paid to the Indiana-based art 
- dealer Mrs Peg Goldberg; the court ruled 
— that she had not shown “due diligence" 
<in establishing the mosaics’ provenance. 
Depending on the condition of the mosa- 
.. ics, a claim for damages may be made. 
- . The Cyprus government lost no time 


can precedent, it will try to regain posses- 
“sion of the many art objects removed ille- 





Herculaneum a 


in announcing that, based on this Ameri- 





A salon for Virgil | 


Y AVING drilled down through 88 feet 
of solid lava rock, some four miles east 
of Naples, in 1752, diggers brought to the 
surface what was to be the first of about 
2,000 carbonised papyrus rolls. The trove 
was part of the library of an unknown great 
house that came to be called the Villa dei 
Papiri, buried under the same eruption of 
Vesuvius that destroyed (and preserved) 
Pompeii. For many years now, a Naples Uni- 
versity workshop has been entrusted with 
unrolling and interpreting the charred and 
tissue-thin scrolls; and at a meeting in Pisa at 
the end of this month the man in charge of 
the workshop, Professor Marcello Gigante, 
will tell the Fédération Internationale des 
Etudes Classiques that not one, but two, 
great discoveries have been made. 

In two of the papyrus rolls, 16 fragments 
have been found of Lucretius's six-volume 
poem "De Rerum Natura" (On the Nature 
of Things). This leads Mr Gigante to assume 
that the villa's library "probably holds the 
entire works of the greatest Epicurean 
among the Latin poets." Mr Gigante will 
also tell the Pisa meeting that another scroll 
has revealed for the first time the name of 
the supreme poet of the Latin language, 
Publius Vergilius Maro (Virgil to us), tran- 
scribed in its entirety into Greek. This sug- 
gests that Virgil, who died in Naples, may 
have been part of the literary salon that fre- 
quented the buried villa and its library, until 
now thought to have been made up entirely 
of Greek works. 

The scrolls brought to light so far were 
found in neat rows on shelves in the library 


gally from the. island in the recent past, 
especially those taken since the 1974 
Turkish invasion. The government has al- 
ready set about tracking the whereabouts 
of hundreds of vestiges of its national her-- 
itage. Other third-world countries which 
have seen their culture and history 
syphoned off into public and private gal- 
leries on the other side of the world may 
well be cheered by all this. 
Perhaps over-optimistically, Cyprus's 
government also has its sights on reclaim- 
ing the single largest collection of Cypriot 
artefacts anywhere in the world. These are 
the 30,000 bronze age and classical pieces 
stored in the Metropolitan Museum in 
New York city. They were collected by 
Luigi Palma di Cesnola, the American 
consul at Larnaca when Cyprus was under 


amaret dni 
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or piled on a reading table in the mi f 
the room. They seemed at first to & 
world's most complete collections of te 
works of the Greek philosopher Epicurus: a 
find not much more exciting to the non- 
classicist than if the complete works of Jean 
Cocteau had been discovered, 2,000 years 
from now, buried under a mountain of me 
teorites. Scholars now think that the library 
was started by Julius Caesar's father-in-law, 
who took in as his guest and possibly as his 
heir a Syrian-born Greek called Philodemus, 
a minor poet but a first-class drum-beater 
for Epicurus's philosophy. Horace knew 
Philodemus as "a piglet from Epicurus's 
herd", and he may even have arrived in Italy 
with the 300 volumes of Epicurus's cone 
plete works in his luggage. ! 

All excavation at Herculaneum has now 
been stopped; it is too difficult and expen- 
sive, and the money is being diverted to 
Pompeii. But Mr Gigante would like to see 
another shaft and tunnel dug to the se^77? 
room of the library, which he presum: 
ists, to get at the scrolls there, even thougn 
the process of unrolling and interpreting the 
current collection will take several hundred 
mote years. 

It is possible that nobody will ever strol 
through the totally excavated Villa de 
Papiri. Around 1745, however, Carl Weber. 
a Swiss engineer, made some calculation: 
based on information brought up from the 
five shafts dug into the lava. He discoverec 
that the villa’s western facade was 850 fee 
long, and on that basis he drew up a blue 
print of the whole structure. Those wishing 
to see it should travel not to Naples or Swit 
zerland but to Malibu, where Weber's de 
signs were chosen by John Paul Getty for hi 
art museum on the coast of California. 
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tor of the Metropolitan Museum. — — 
The case of the Kanakaria mosaics hap 
been closely followed by the international — 
art world. And not simply because of the. 
rarity of the mosaics which, in the eighth. 
century, survived the Byzantine emperor's 
decision to have all images of sacred fig — 
ures destroyed. The American court’s 
judgment will prompt many museum cu- — 
rators and art dealers in America, the . 
world’s main art market, to consider ways: 
of protecting themselves against being - 
caught up with stolen art. E 
Art dealers, some of whom ask few 
questions when buying rare items, will 
probably now be more wary. Investiga- 
tions before purchasing art works will be 
far more thorough. And museums may 
feel the need to reassess their acquisition - 
policies. Sadly it will take far more than. 
that for the stolen art trade to lose its 


Ottoman rule, who later became a direc- 

















"With over 1300 entries, this is the 
ladgest print listof Eastern European 

f businesses available...” 
—Library Journai 


Directory 
of Foreign Trade 
Organizations in 
Eastern Europe 


© Includes Import/Export listings 
for Bulgaria, Czechoslovakia, 
East Germany, Hungary, Poland, 
Romania and the USSR 


* Second Edition 
ISBN# 0-926476-01-7 


Price: $125.00 
(plus $12.50 shipping outside US) 


* Send check or money order to: 
International Trade Press 
2 Townsend St., 412-304 
San Francisco, CA 94114 
(in Califomia add 6 '/, 9o sales tax) 
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Expand your business 


to Eastern Europe 


USSR: New Management Mechanism 
in Foreign Economic Relations 
Reviews “perestroika” and the acceleration of the 
economic and social development in the USSR . 
includes information on setting up foreign trade 
firms and transferring export-import operations. 

E.88.1.D.5 12.00 22pp. 


Joint Ventures As a Form of interna- 


tional Economic Co-operation 
Assists those who wish to explore a new avenue 
of business co-operation with the Union of Soviet 
Socialist Republics by providing the regulations 
and instruments pertaining to Joint ventures. 
E.88.4.A.12 — 21.00 210pp. 


Data Goods and Data Services in the 
Socialist Countries of Eastern Europe 
Reviews the role of the socialist countries of East- 
ern Europe in data-services and data-goods, the 
impact of transborder data-flows on the develop- 

ment process and policy options. 
E.88.1.4.20 13.50 103pp. 


Manual on Trading with the Socialist 
Countries of Eastern Europe 
E.87.I.D.11 25.00 713pp. 


To order, or for a free catalogue contact: 


United Nations Publications, Sales Section 
Room DC2-853 Dept. 204 

New York, N.Y. 10017 

TEL. No. (212) 963-8302 

| FAX. No. (212) 963-4116 













Rely on Political Risk Services (a division of 
IBCUSA) for concise, current analyses of eco- 
nomic and political developments in eight East 
European countries, including reports on: 


POLAND ROMANIA HUNGARY 
{RAY} 


(AUGUST) (SEPTEMBER 
Also scheduled for August publication are annual 
reports on the international business climates in: 


CHINA COTE D'IVOIRE 
INDONESIA MEXICO 


Compiled by the worid's largest private-sector 
network of economic and political analysts, each 
50+ page report contains: 


* 12-month chronology of key events pertinent to business. 
* Background briefing and current Fact Sheets covering 

economic, political and social conditions, 
+ 18-month and Syear forecasts of conditions affecting 
international business, 


Our highly regarded reports on these and 73 additional 
countries are available at the following rates: 


Single Country Report $390 USD 
Two reports $500 

Three to nine reports $200 each 
104 reports .............., Call for Regional pricing. 


CHOICE magazine had this to say about Political 
Risk Services' Country Reports: 


*_..the profiles of political leaders are outstanding, the analyses [ 
and forecasts are not readily available eisewhere...” 


Contact: Patti E. Kimball 
Political Risk Services 
407 University Ave, Suite 107 
Syracuse, New York 13210 USA 
Phone: (315) 472-1224 Fax: (815) 472-1235 






























Centro Internacional de Agricultura Tropical 
ECONOMIST 
TROPICAL PASTURES PROGRAM 


CIAT is an international agricultural research and training centre with programs in Beans, 
Cassava, Rice, Tropical Pastures and training and communications, working closely with 
national agricultural and research programs. 

.- The Tropical Pastures Program aims at a more efficient and sustainable use of the 
* presently underutilised areas of acid infertile soils in the humid and sub-humid Tropics for 
-= the production of beef and milk based on adapted germplasm of grasses and legumes. 

"^ The program is seeking an experienced agricultural economist with an understanding of 
. the Latin American livestock sector and the ability to grasp technical and microeconomic 
^ issues in pasture-based production systems. 
cm RESPONSIBILITIES 

1) Developing and applying methods for: 
a) Diagnosis of existing farming systems to identify constraints and potential roles of 
improved pastures technology. 
b) Microeconomic analysis of experimental results and on farm evaluation of intro- 
duced technologies. 
€) Monitoring adoption and impact of improved technologies. 

2) Monitoring policies affecting demand for pasture technologies and trends in produc- 
tion, cohsumption and trade of livestock products in countries of Tropical America. 
~The Economist reports directly to the Program Leader, and manages a small team of 
' professionals, interacting heavily with scientists from national institutions. He/she is 

"expected to travel frequently. — 
co 7 7725 DESIRED QUALIFICATIONS AND CHARACTERISTICS 
“The candidate should have a PhD. degree in economics or agricultural economics 
preferably with a first degree related to agricultural sciences, with demonstrated 
analytical and writing skills, Candidates with career experience in developing countries 
will be preferred, The ability to work as a member of a multi-disciplinary team is crucial as 
well as. to work with national program counterparts. Candidates should be fluent in 
“English, and preferably with some knowledge of Spanish. 
Se Uh es a APPLICATIONS 
^: Heishe will be stationed at CIAT headquarters near Cali-Colombia. Salary and benefits are 
comparable to other international organisations, level depending on qualifications and 
relevant exprience. 
Closing date for applications is 30 September. Submit curriculum vitae, including names 
| cand addresses of three referees, to Dr Filemón Torres, Deputy Director General, CIAT, 
—. Apartado Aéreo 6713, Cali, Colombia. 


COMMONWEALTH YOUTH PROGRAMME 
Vacancies at CYP Regional Centres in 
Asia and the South Pacific 


The Commonwealth Youth Programme (CYP) provides a wide range of 
services to member countries including training for youth workers at its 
- Regional Centres and advice on the formulation and implementation of 
. youth policies. It is currently reviewing its activities giving greater 
- emphasis to income and employment generating policies and projects. 
CYP has four Regional Centres—for Asia, Africa, the Caribbean and the 
South Pacific—and a Headquarters in London. 
Applications are invited from suitably qualified and experienced. Com- 
monwealth citizens for vacancies for posts of Tutor at the Asia and South 
Pacific Centres. These Centres are based in Chandigarh, India and on the 
Campus of the University of the South Pacific in Suva, Fiji. 


Tutorial staff are required to undertake duties in the design, conduct and 
evaluation of courses at Diploma and Certificate level; organise short 
J training courses and seminars at regional, sub-regional and national levels; 
^. provide advice. to member governments regarding effective youth policies, 
programmes and projects; help Centres to identify and carry forward pilot 
employment and income generating projects, and assist with the Centres’ 
information, publication, research and administration. Appointments are 
for an initial period of two years. 

Fuller job descriptions and other details may be obtained from the 
Chief Personnel Officer, Commonwealth Secretariat, Marlborough 


House, Pall Mall, London SW1Y SHX. Telephone 01-839 3411, ext 
8134 or 8159, to whom all has pareha should be addressed, 
peon the post applied for, and quoting Ref CYP/5/89. Details of 
the Asia Centre post may also be obtained from the Regional 
Director, CYP Asia Centre, PO Box 78, Chandigarh, India and of the 
- South Pacific post from the Regional Director, CYP South Pacific 
Centre, c/o University of the South Pacific, PO Box 1168, Suva, Fiji. 
The closing date is 8 September 1989. 
An Equal Opportunity Employer 









Commonwealth Secretariat 


The 


Economist 





STUDENT 
REQUIRED 


The Economist Newspaper dis iui a ist or 2nd year student to 
undertake four weeks research work during the summer recess. 
Assigned to The Advertisement Department, the work will 
primarily be involved with analysis of European media. - 

Please contact: 
Jackie Hardwick 
The Advertisement Department 
The Economist Newspaper Ltd 
25 St James's St 
London SW1A 1HG 


British Rail is looking for an enthusiastic graduate 
economist to join its Policy Unit in Central London, 
working on a wide range of economic and forecasting 
problems. The successful candidate will take a key role in 

a small highly professional team. Responsibilities. will 
include monitoring external economic developments, 
producing economic forecasts, and giving professional 
advice on a wide range of business economics questions, 
Often to tight deadlines. | 

You should have at least a good first degree in. 
economics; we would particularly. me candidates . 
with a Masters degree. At least two years experience of a 
working as a business economist is essential, together 
with good quantitative and communication skills. 

Salary on appointment will be in the range £16,000- 
£20,000 depending on the qualifications and experience 
of the successful candidate. There is a contributory 
pension scheme and the transfer of existing rights can, in 
most cases, be accepted. There are also attractive free 
and reduced rate travel benefits including to and from 
work. Career opportunities within BR are excellent for 
the right person. | 

For further information please contact Veronica 
























sent to:- 





British Rail is ar equal opportunities employer. ` 
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n Australia 


has been reached between 

University and The University 
Australia to Seek amalgam- 

f the two institutions. 

LECTURER/SENIOR LECTURER 

Ref A64/89) 

Applications are invited for appoint- 

ment to a tenurable Lectureship. The 

artment is seeking a suitably-quali- 






















person in the field of public finance. 
hD and publications are required. 
pointee will be required to teach 
WO recently-established half-units in 
public finance. He/she will also be re- 
ired to assist with the teaching of first 
ear economics. 
CTURER (Ref: A65/89) 

















led. The appointee should 
-~ (f) at least a higher degree or be 
well advanced towards a PhD and (ii) 
Xxpertise in statistics and economet- 
ics. He/she will teach quantitative units 





- (Ref: A66/ 






be extended. The appointee should 
have a higher degree in economics or 


be willing to enrol for such a degree. © 


Duties include tutoring in core econom- 
ics units. 

Enquiries may be directed to Professor 
R..T. Appleyard, Head of Department, 
on (09) 380 2898. 


Salary range: Senior Lecturer 
A$41,459-A$48,086 pa: Lecturer 
A$31,259-A$40,622 pa: Senior Tutor 


superannuation, fares to Perth for ap- 


pointee and dependent family, removal 


allowance, study leave and long ser- 
vice leave. Conditions of appointment 
gi specified in any offer of appoint- 







plications quoting reference 
number, telephone number, date of 
birth, qualifications and experience, 
and the names and addresses of three 





onnel Services, The University of 
i. Australia, Nedlands, 6009, 
.by.8 September 1989, 

uS MPLOYMENT OPPORTUNI- 
liVERSITY POLICY 








qTMENTS 









, BUSINESS/PR CAREER. Fluent 
ich, Spanish, good Italian. Seeks 
rewarding position in USA/Europe. Arts 
orientated. Reply to Box No 3666, The 
Economist Newspaper Ltd, 25 St 
James's Street, London SW1 1HG. 


24 






















t for three years and may 


referees should reach the Director, 


ROYALINSTITUTEOF — 
INTERNATIONAL AFFAIRS 
WEST EUROPEAN PROGRAMME 

will be appointing: | 


Research Fellow 


with special interests in EC/US relations 


with special interest in Britain's 
role in Europe 


For both posts some working knowledge 
: af the European Community essential; 
knowledge of other European languages 
desirable. t3 ; 
| Further details from Personnel Manager, | 
RHA, Chatham: House, 10 St jJames's. 


Square, London SW1Y 4LE. Telephone: 
01 930 2233. Fax: 03 839 3593. 

Closing date for applications 31 August 
1989. l . 








planning team. 


appropriate. 








c.£12.5-£15K 


The Milk Marketing Board, the dairy farmers' organisation in England 
and Wales, has a vacancy for an Econometrician to join its market 


The work is challenging and interesting, involving the use of ap 
econometric modelling techniques in building forecasts of d 
for milk, butter, cheese and other dairy products. Models a re al jilt 
_ for scenario analysis and to evaluate the effectiveness of advertising 
and other promotional campaigns. | 


We are looking for a graduate, aged under 30, with some 1-2 years' 
experience of using econometric techniques in a practical/commer- 
cial environment. In addition to the requisite computer skills you will 
need the ability to communicate effectively with senior management. 


Our excellent benefits : 3 
ion and will include assistance with relocation expenses where 








Business Strategies Ltd is looking for two economists to join this young, rapidly expanding — 
company. . 

We specialise in regionai cad industrial analysis as well as strategic consultancy. Our clients 
include government departments. public industry and businesses in manufacturing, — 
communications and financial services. m 
We are looking for enterprising young economists who are interested in helping to run our 
existing Regional Planning Services and in assisting our expansion into new areas. An 
imaginative attitude to clients’ problems and a strong background in quantitative analysis is. 
essential. Knowledge of econometrics and model-building is a pre-requisite for one of the 
positions. The ability to write clearly to tight deadlines is also important. One positi will be 
suitable for someone with one to three years experience. The other for 3 new gradua e. 
Salary and benefits negotiable. — EE Uus 


Please write, enclosing a CV to: Mrs Bridget Rosewell, Joint Managing Director, 
Business Strategies Ltd, 194 Old Brompton Road, London SW5 OAS 


BSL 


Business 
Strategies 


















































Thames Ditton, Surrey 

















package is that expected of a major organisa- 






Please write with full career and salary 
details to: 

Miss J. Clancey, Personnel Officer, 

Milk Marketing Board, 

Thames Ditton, Surrey KT7 OEL. 




































_ international center 
. for monetary 
and banking studies. 


SEPTEMBER EXECUTIVE 
DEVELOPMENT COURSES-GENEVA 


: Part of the highly successful SAPM Program, attended since 1982 
: by executives from 45 countries and over 230 private and central 
banks, insurance companies, and other financial and industrial 


“organisations. 
BONDS (Sept 11-15) 


< Alltopics essential to effective bond portfolio management including yield curves, impact 
< of taxes, dedicated bond portfolios, duration and immunisation, international diversitica: 
< tion, exchange-risk management. 


OPTIONS (Sept 18-22) 


Essentials. of option trading and investment including notably: pricing models, hedging 
Strategies, volatility, valuation of warrants and convertibles, bond and interest-rate 
options and portfolio insurance. 


FINANCIAL FUTURES AND SWAPS 


(Sept 25-29) 


"Main topics include pricing and arbitrage, uses of futures in hedging, hedge risk, swap 
. nisk, relationships between future, forward, swap, and option markets. 


. These courses develop a practical yet rigorous framework for 
investment decisions, trading strategies and hedging applications. 
. Participants are professiona s with some prior knowledge of these 
financial instruments. and. usually have a university education. 
intensive training; leading international faculty; optimal blend of 
theoretical principles and practical applications; case studies in 
small working groups; exercises on PCs, etc. 


Further information: Annelies Wind or Marguerite Nguyen, 
international Center for Monetary and Banking Studies, 
PO Box 36, 1211 Geneva 21, Switzerland. 

Phone: 22-734 95 48. Telex: 412 151 pax ch. Fax: 22-733 64 44. 





UNC GLOBAL MANAGEMENT PROGRAMS 
The Northern Germany Seminar 
Goettingen, Germany — October 15-25, 1989 


THE CONCEPT 
To compete effectively in today's globally intercon- 


nected markets, US firms need to redirect their strategies. 


They need to know how others compete. The basic 
premise of our global management programs is that 
we need to learn firsthand from others. 


THE PROGRAM 
West Germany, within easy reach of more than 350 
million consumers, is one of the world's strongest 
economies, The Northern Germany Seminar takes ex- 
ecutives to Germany for company visits, briefings with 
leading business and academic experts, discussions 
with German senior executives and Een 
officials. 
Participants will think abour’ the: future. of Gerinany 
and the European community and explore the Ger- 
man frame of reference. What makes them world class 
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Want to brush up; j 
onaíoreign V 
language? 


With. Audio Forum 5 intermediate. 













te maintain and sharpen your 
foreign aed skiis. — 























| SPE AK K FRENCH BY 
| TOTAL NATURAL IMMERSION - 


State Dept. "we or origo ng 
üramas, dialogues recorded in 









music, and many other helpful materiais. yhy # P l 
you want to nsi new ae oe 
pning courses for adults and for chi 
^e atte introductory and advanced materials aoe € for 7 






in most of the world’s languages: French, Ger- 
man, Spanish, Hallan, Japanese, Mandarin, 
ed pee Portuguese, Korean, Norwegian, 

Turkish, That, Urdu etc. etc. 3 
Ca ot gt e 1847 for FREE 32pp Catalogue 
of 
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TUR VANGUATR BOUNCE 


Suite N.33, 31 Kensington Church Street, 
| London WE 4LL 
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erpererce ate ia 
PACIFIC WESTERN UNIVERSITY | 
N Sepulveda Bivd 


California 137—USA 
elex: 182315 Fux: 2134715456 vd 


NR: 2154710906 ^ 


LIKE IT OR NOT 
YOU ARE COMPETING GLOBALLY 


The Best Way to Learn About Your Global 
Is Not in a U.S. Classroom: ie a 


Competitors 





manufacturers? What makes them. compete the way 
they do? What is the strategic significance of contem- 
porary developments on the European scene (1992)? 


THE PARTICIPANT 

The Northern Germany Seminar is intended for 
executives with responsibility for strategic planning, 
business development, manufacturing strategy, 
marketing and general management who wish to link 
with or servé the European market. 





For further information, contact or return the coupon below 
together with your business card to: Dr. Nanty A. Meyer, 
Director of Executive Education, UNC Business School Kenan 
Center, CB# 3445, Chapel Hill, NC 27599-3445, Telephone 
(919) 962-3120, FAX (919) 962-5604 


uls on the Northern Germany Seminar 
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Company 
Address 
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-HOME STUDY COURSE in economics. 
‘Study that will throw light 















baffling problems. Tuition Taking the GMAT 
charge for materials. Write 

ge institute, 121 E 30th or GRE 

York, NY 10016, USA. exams? 


We CAN help 







XFORD INTENSIVE 

IPUTER COURSES 
er financial and business modelling and 

presentation graphics, technical writing, data- 


“programming, in intensive 3 to 5 day 
liar courses. For m information contact: 





GTAC Associates, FREE POST, 
London W5 48R. 
Tel: 01-993 3983/5380. 
For GMAT texts, contact: 
. PasTest Service, FREEPOST, 

Knutstord, Cheshire WA16 7BR. 
- Tel: 0565 55226. 


THE HAWKSMERE MANAGEMENT DEVELOPMENT PROGRAMME 





THE 4-DAY MBA! 


An intensive, integrated iiem to shape 
senior and top management and develop high 
achieving business leaders 


20-23 Novem! ber 1989, Hong Kong 
27-30 November 1989, Singapore 





For further information please contact 
London: 01-824 8257, 
a iid 5/8691442, Singapore: 33 94377 


Hawksmere Limited 


1 12-18 8 Grosvenor Gardens Belgravia London SW1W ODH 
E: , Fax: 01-730 4293 Telex 8956658 TPS G 





J LOGY AND ITS | HUMAN RESOURCES APPLICATIONS 


... 29th September 1989, 
“RAC Club, Pall Mall, London 


response to the considerable interest now being shown in 
faphology by the business community, this seminar will both 
oduce the subject and examine its human resources applications. 


ver information, or to request a seminar brochure, 
ntact Kim O'Driscoll, Course Administrator, Codd 
Harris (Human Resources Consultants), 12 New Bur- 
at, London W1X 1FF. Telephone 01-287 7007. 






























For course details, contact: 









































READY-MADE 


FOR SALE 


London, City and Southern Developments Ltd 
London, City and Southern Estates Ltd 

London, City and Southern Investments Ltd 
London, City and Southern Properties Ltd _ 
‘London, City and Southern Property Holdings PI 
Price for the group £5,000 


Aero, Marine & General Finance Conssiation Ltd 
Aero, Marine & General Leasing (UK) Ltd 
Berkeley Square Nominees Ltd 

City & Commercial Acceptances Ltd 

City Finance & General Trust Plc 

Price for the group: £5,000 







Bagatelle Ltd, 58-60 Berners Street, 
London W1P 3AE : 
Tel: 05312 600. Fax: 05912 450 
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a adr. YOUR STAY IN LONDON | 
Tw : prepaid apartment Kg bra ey p Nd i 
Telex: 926678 ily gerne itchen-dinette. batyo, - 









B, coly central heating, elevator, | 
Suit 1-2 aom sre by artal coe 


E L SM 4123. Tolar 64st LIUM E 





Small character town house off Sloane 
Square, All modern facilities. Full English . | 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL - 



















| Foe high value, ee services:. 
consultancy, technology, padda 
l ete. individual and group co 
i intensive, professional, & 


| Powerful. os | 
PU ndall-Sleath - 


Tel 0742 581571. — 
Fax 0742 751071. ; 


CENTRAL LONDON | 


Well sited for theatres, business and late night 
shopping. Individually furnished studio and 
one bedroom apartments for rental from £220 
to £550 per week. Minimum stay one month. | 
Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX 
Tel: 01-584 8317. 
. Telex: 916358 NGHLDNG 
Fax: 01-823:7133.— 


NATIONAL 

















Lake Geneva | 
(and neighbouring France) 
& Mountain resorts 





| DAILY & MONTHLY RATES 


Luxury flats 250m, from 
Harrods and. close to. 
Kensington shoppir i 


Directly from SWISS BUILDERS-DEVELOPERS, you 3 

can own a CHALET/APARTMENT in MONTREUX, 

VILLARS, LES DIABLERETS, CHANS-MONTANA, 

CHÁTEAU-U' ÜEX/GSTAAD, VERBIER; JURA, Thermal: 

Centre in the Rhdae Valley etc. From SFr150,000-— 
60% credit, at 6% interest for 5-20 years. 






REVAC S.A. 


52 rue de Montbrillant-—CH-4202 GENEVA 
Tek 44 22/734 1540—Fax: 7341220-—Tolex: 22 030 


IMMIGRATION TO BRITAIN 


Do you need sound advice on UK immi- 
gration matters? ff so, come to the 
Professionals. 


Former senior officials of the UK Ammigra-- 


tion Service will assist with every aspect, 
including business investor cases, work 
permits, overseas company representa- 
tives and all individual requirements. Ask 


for our free information pack. Advice also. | 


given on migration to Australia via our 
accredited sioe 


. 10 CE Hace fondon SWIP 
i tek ot 222 8866. Fax: 01-222 5358 


57 PONT STREET 
_ KNIGHTSBRIDGE 
LONDON SW1X 0BD 
Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


“Elegance, privacy and exceptional 
te d in ar Yne world's most 


Buffet style English breakfast 


"included. | 
A LINBAR EXCLUSIVE HOTEL 


CUMULUS | 


CONSULTANTS 


5 Capote or Persona aircraft evaluation, 
acon, or lease. US representa- 


on all matters concerning 

: dr Ut bauinese een : 

We are not associated with any aircraft manu- 
facturer, 


broker or owner! Our 35 
yan i commercial aviation works only for 


ca or fax "Cumulus" at 312-683-3113. 
> Auto Fax only from 2200-0800 daily Chicago 


oN 
p 


É Cumulus | 1 


bo weg 


COMPANIES 


OVEF > COMP) 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE | 
TOWER STREET 
RAMSEY 
ISLE OF MAN | 


TEL: 1 990 2834444 (TOLL FREE IF 


| Marketing Dept (EDXLI 


Sarah Hodge Recruitment Consultants 
Need a Top Secretary? 
— Call (01)434-0030 


| 215-217 Oxford St London WIR 1AH | 


The num 
Centre 
London 


* Executive Offices 
* Conferences 

* Business Bureau 

* Club Restaurant | 


. Trafalgar Square 01-872 5959 


* London + Stackholm + Copenhagen ¢ 


T ASIA/PACIFIC MARKET 


DEMOGRAPHICS 1990-2000 


_A new report providing 
projections of total population 
size, broken down into 15 age 
groups, for 28 Asia/Pacific 


| countries. Presented in ciear, 
| meaningful graphs, the 
| information in the survey is 
| indispensable for predicting 
| market sizes and the areas of 
| fastest growth in the 
| Asia/Pacific region. 
| Price including postage: £130; US$225, 


SFr340 - 


Business International 


215 Park Avenge South 
New York, NY 10003 


USA 
Te: (212 460 0600 


A0 Oyke Street 
London WIA IDW, UK 
Tek 01.493 67 11 


| Sales L Operating pee 
| Insurance» Support Package 
| Management & Crewing 
PXELLIIVE JET 
| CENTRE 'HEATHROW 
| | fields Telex 8952145 


A subsidiary of Hunting Associated Industries ple 





| SERVICES, Piazza 


| seeks — active 

| medium sized concern. Would con- 
| sider disinvestment buy-out. Also | 
available to handle assignments with - 
| confidentiality and discretion for 


HANDWRITING ANALYSIS 


Suspect Documents: Examiner of 


Forged/Anonymous writing. 
Also Personnel/Character Assessment, 


P, Lavell 
9 Village Close 
London NW3 5AH 
Tei: 01-794 6060 


FLORIDA - 
REAL ESTATE 


We specialise in foreign invest- 
ments, immigration. 


INC. Fax +813 254 0013. 


ITALY | 
CASTLES IN THE SKY 


ot villas in the vineyard. The best city or - 
| cu rentals all over ITALY, American 


ialist based in ROME will help design 
perfect holiday, INTERNATIONAL 


Rome, ITALY. Telephone. (011-39-6j 
474-6439. In US call (212) 794-1534. 





AUTHORS GENE | 


BY NY PUBLISHER 


| Leading subsidy book publisher. seeks E 
| manuscripts of ail - 


$, fiction, non- 
fiction, poetry, juveni , scholarly and 
religious works, etc. New authors wel- 


| comed. Send for free booklet, 


S92, Vantage Press, 516 W, 34th 
Street, New York NY 10001 USA 


ACCOUNTANT | 


| Chartered Accountant, based prin- 
| cipally in Johannesburg, South 
| Africa, with office facilities in 


London and associates in Europe, 
participation in 


approved clients. 


| Apply to: The Advertiser, PO Box 
3293, Honeydew 2040, ieee 


of South Africa. 


| Multilingual Urban Development and 


Transport Economists 
Án international Washington, DC- 


| based e ee firm seeks experts in f 
the following areas for short- and long- | 


term assignments on international 
projects; 


B institutional strengthening of trans- | 


port agencies 


WE feasibility analyses of transport | 


"E uen 
W urban planning, management and 
administration. 

W municipal finance and budgeting 


industrial enterprises 


A minimum of five years overse: g 


SWISS | 
| CONSULTANT GROUP (USA) 


i Spagna 35, 00187 


v 
2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10679, Greece. 





CHARTERED ACCOUNTANT. 
amdon based, provides UK represen- 
tation, office and business services 
Please telephone Mr David Powell or 
01-363 0808. 








OVERSEAS POSITIONS. Hundreds of 


top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal.  Guetiéc, Canada H3P 


3C7. 





m MEE pro- 


vide complete confidentiality and zero 


tax liability. We offer company formation 


services on a fast, reliable and competi- 
tive basis. H. L Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (Evenings 23-6779). 
234936. | 


Techno Grou 
Argon nology A 
J| MA021 (61 492-744 


- AIRWAYS 


PO Box 1637, 6501 Bellinzona — | 
Switzerland. Tel: 092/25.38.28. | 
Tx: 846 285. 


Traditional luxury in the heart of London. 
Self contained studios, one and two bedroom 


] serviced apartments. 


A wide range to suit all pockets from £26 
person, per day. 

British Breaks Ltd (Inc in USA), Representa- 
tive in England. Phone: 0296 22561. Fax: - 
0296 392242. 


LONDON 
South Kensington 


_ Luxury fully furnished one and two bed 

| flats in quiet cul-de-sac off Queens Gate. 

: Resident manager, direct dial telephones, 

| video security and colour TV. Weekly 
rates from £266. to £560 plus VAT. 


lj ru DET) its: TEL 91225 0184. FAX - 
WB strengthening andy privatisation of 3 E 91-225 02; 893095 


experience is required. Fluency in |] — 


French, Portuguese or Spanish, along | 

with excellent written English, is also f 

eue. Qualified candidates should T 
icate interest in and availability for- 


short- and/or long-term work, and send 23 
CV and salary history to: . A EANN 
Box No 95, The Economist Newspaper j| | "ionoon 
| Ltd, 10 Rockefeller Plaza, New Nis: T E RR 

NY 10020 wet E 


OMIST AUGUST 12 























UTPUT, DEMAND AND JOBS America's economy may be slowing, but it remains stronger than 
many had thought. Unemployment fell to 5.296 of the labour force in July. In the same month, West World cotton stock 
Germany's jobless rate was unchanged from June's level of 7.996— full percentage point lower likely to fall to only 4 
. than a year earlier. The 12-month growth in West Germany's industrial output slowed to 2.1% in | consumption by the end of the 198 

June. Revised figures for British retail sales show a drop of 2.396 in June, after a sharp rise in May; | season, the lowest since 1980-81. 
-. the figure for 12-month growth slowed to 2.2%—the smallest rise since 1982. from then, stocks have not been below 35 


COMMODITY PRICE INDE 

















































% change at annual rate of consumption in any other season since 
industrial production GNP/GDP retail sales [volume] unemployment % rate the second world war. Tighter supplies and 
iyea — misi — year 3mihst — iyear latest year ago increased imports by China have pushed up - 
L.2.18 +73 m * 65 84 — $104 tala 6035 74 | the price by 40% in the past year to 82 cents 
un — C47. £47 we na na 463  —04 wi $3 ,' 13 | alba two-year high. The price could top 90- 
; “+46 mwm 4 38 4 39 m — 23 +16 my 75 78 | centsthis season. World output is forecast to 
28 + 47 wy +48 — t 32 — 44 + 11 Dec .99 wy — 101 | fall by 4m bales (of 480lb), with the biggest 
ee IO TARA - 44 08 wy 79 « 89 | falls in China, Russia and America, the three. 
mr tA Me ETB  * 29m ^ *48  -02 rfe: — 61 w'* 66 | largest producers. However, higher cotton 
Ray EL. 28 wm R60 +t 380m. — 116 — T 47 ot 188 x° 160 prices relative to prices of grain and oilseed 
ecc MUT e OO TORO 90. — — 4B p. — 1412 24 .— may persuade South American producers te 
i + 5. *o41 — May B8 — na = ~ 92 + 97 Mato 17.7 wo 198 — plant a record crop n ^ 
| 300—003 way +70 + 29.0 + 12 + 3.4 ap 10 bon” 13 | i 
t8 oo +22 +290 +95  - 3B ai 05 m — 07 
1B — 13 ma , _ +31 522) 63 an 81 | 5-1 
* 18 +94 a +17 a - 15 .+02m 52. 54 
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. PRICES AND WAGES West Germany's 12-month rate of consumer-price inflation fell from 3.1% in | Food — 1026 — 10015 —— 49 -— At 

. dune to 3.0% in July. In the same month, Holland's inflation rate rose to 1.1%—by far the lowest Jc a Agen. E ae 

. fate of the countries in the table. In every country apart from Sweden, today's inflation rate is higher “Nae a Curs ae 

- thana year ago. In the year to June, wages of West German workers rose by 3.7%—a real payrise | -Metas — 1534 1788 ^1 15 L 

. Of 0.6%; Dutch wages rose by 1.2%—a real rise of 0.2%. | Sterling index ^ ^ 5 — 

BEEN consumer prices* wholesale prices" wages/earningst Food — 795 | 
3 mthst 1 year 3 mthst 1year — thst Ime | nm | I 

Australia +39 68m t 85 4 63 ae +62 +68 re a ae ee o | 
Belgium + 4.2 + 3.0 sun + 98 + 7.8 Wa nil + 54 m’ . “Mee 49i i8 16 89 
Canada + 74 + 5.4 an +06 + 23 sm 56 — t59wt — 5 T om———— eet 
France LSO + 36m EBO 2859 FIB Haku | ome ose 151-14 105 
W. Germany ——— 26 +30 x + 29 + 29 am *10.8 + 3.7 dun Food 808 808  — A6 —129 
DOW cese LCETTM AL $99 TU. 908 — Pr idm o0: 009m 
May — TO — 108 — 70 uy O O +65 — * 58 w All 1302 1292 +07 -— 89 
Japan NEM a8 + 3.0 su £112 + 3.7 Ju po a Wo ee 0 48 a Sua 
Spain ! t 4. OG Qoo 4B a E o o 182. 0 ee Mesh MAR dai UR DOY 
Dwedm 14 688 e 974 89 — 941 39 e | SEMEL. MAS M33 0 18 Int 
Switzerland t939 t30 m LL BILL XB NT 98 m^ $ per oz 368.75 36550 -— 39 -—142 
UK $120 | 41939 m |  t48 +49 uw 1.53 + 93 wu CrudeoliNorthSeaBrent —— ^ 0- 4 . 
MEA onec ULT. B2 .. . «2 — t590« — — M95. 142 M. . | & per barrel 17.20 — 1708 — 18 +118 





Hy wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA. hourly | $ Provisional if Non-food agticulturals 
ings; UK, monthly earnings for all employees. . | 

m BUSINESS CONFIDENCE Dun & Brad- 
street's latest survey of sales expectations 
. points to a soft landing for the world 
"economy. Its world index shows that a net 
+ balance (ie, optimists minus pessimists) of 






























59% of businessmen expect higher sales in 
_ the third quarter of 1989—down from 64% 
- last quarter. European businessmen have 
. mixed feelings. Over the past six quarters 
the net proportion of British businessmen 

expecting higher sales has plunged from 
- 7096 to 51%. Contrast that with West 
- Germany: there the proportion of business 
:: optimists has risen from 34% to 60% over 
. the same period. A net 67% of American 
_ businessmen expect higher sales in the third 
. quarter, down from 74% last quarter. Aus- 
; tralian executives are gloomiest: just 48% 
: expect higher sales this quarter. 




















votes applicable to ali tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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& FINANCIAL SYSTEMS Ali sorts of institu- 
tions make up a country’s financial system. 
A well developed system can help a country 

1o grow by ensuring savings are used 

efficiently. The chart shows the relative 

importance of different types of assets and 
institutions. Developing countries generally 
hold a bigger share of their total financial 
assets (4896) in banks than do industrial 
countries (3796). The relative importance of 
central banks in developing countries is even 
greater (20% compared to 3%). Industrial 
countries tend to have more sophisticated 
and diversified financial systems. France is 
an exception: bank deposits account for 

56% of its financial assets. Britain is notable 

for contractual savings institutions, like pen- 

sion funds. They account for 26% of finan- 
cial assets, a level matched only in Canada. 









































WORLD BOURSES Wall Street rose 2. 2% to within an ace of its GT 1987 all time 2 high dd 
spurred by bid fever and a strong pound, climbed 2.496 to a 1989 peak. Political worries hit Tokyo, 
which fell 0.4%. Switzerland was the week's star, rising 3. 8% to a new record. 














Stock price indices TD % Change on — | 
Aug 8 a 1989 ne one  . record .. 81/12/88 . 
high - low week year — high in local in $ 
ors UO 8 

Australia 16990 16990 14128 +37 + 25 -283 142 +31 
Beigium 62723 62876 565193 +13 +254 — 02 +127 +59- 
Canada 4013.9 4013.9 3350.5 +13 +233 =~ 24 +184 +20.6 
France 5036 5068 479 -03 +42  -— 06 +22 +148 
W.Germany 19797 19797 15957 +17 +319 -Ri 4198 +125 
Holland 2054 2054 1668.7 +20 +227 nl 4289 +64 . 
Hongkong 2607.9 33096  — 2093.6 +11 ~ 10  -340  —30  -29 — 
Italy 7 270019.-. . 7004. | 5775 +26 +328 -228 +189 4143 ` 
Japan 3475955 349539 301838  — — 04  - 234  — — 06 4153 +38 
Singapore 1361.8 13714 10307 -04 +156 — — 95 4311 4306 
South Africa — 27470 — — 27480 19610 +17 - 662 nil +40.6  +30.6t 
Spain — 811.38 3159 2686 - 18 + 35  —43 4134 - B1 
Sweden 4485.0 4491.1 3333.9 406 +469  —01! +302 4237 
Switzerland — 8100 8100 6131 - 38 +449 nl +342 4239 
TO 2348.1 23481 17828 +24 +21  - 39 +30 +177 





USA 2699.2 2699.2 2144.6 + 22 + 298 | — 08 ee +24.5 





rapidly. Yields on pa term government bonds ri rose in America and dese rig t the "i^^ 
Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 


% rise on year ago Money market Commercial banks Bond yields Eurocurrency - 

Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits ‘Bonds 

[M1] lending 3months — long-term 3 months - 
Australia +10.1 +24.6 way  1675** 1805** —2025** 17.70'*  1303** 1403'* 1765 1412 - 
Belgium — - 17 +39 « 825 845 1075 850 843 842 8.50 8.53 
Canada +50 +10.7 wn 1250 1225 1350 1225 941 1016 1156 971 
France +66 +76 » 919 900 9.60 9.13 8.38 882 906 9.19 
W. Germany + 59 +53 may 6.90 6.90 8.50 6.28 685 685 6.94 678 
Holland +43 +11.2 my 719 7.14 9.75 7.14 695 738 . 713 69- 
italy +78 +84 w 1250 1300 14.00 na 1157. — 1167  .1225 1096 - 
Japan t 27 +94 wn 516 4.79 488 204 506 545 531 "522. 
Spain £177 +128 a» — 1519 — 1531 1625 780 1320 1450 1455 na 
Sweden na +56 wy 1190 1197 1250 1190 1119 1183 1162 1131 O 
Switzerland — 6.3 + 60 my 687 687 8.50 ^ 6.50 5.16 568 706 557 
UK + 5.54} -i86tpo 1388 1384 15.00 1381 9.80 1198 1381 10.5 
USA — 07 +42 mm 894 848 1050 8.54 808 894 8.69 8.72 


Other key rates in London 3-mth Treasury Bills 13.3%, 7-day interbank 13.8%, clearing banks 7-day notice 4.0%. Eurodolla 
rates rates (Libor): 3 mths 8.8%, 6 mths 8.6%. 


———————M—— 


FMT exce except UK MO; M3 except Belgium, Holland, Italy and Sweden M2, Japan M2 pius CDs, UK MA. ‘Definitions of interest Tales quoted avaliable on requ | 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit L ed as fi Credit Lyonnais Bank Nederland, Svenska ; 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be constru offers by these banks. t}New series, ** Last. week's 's rates.: 








TRADE, EXCHANGE RATES AND RESERVES West Germany's current-account surplus increased to $10.0 billion in June; its 12-month surplus 
narrowed slightly to $53.5 billion. This is still 15% larger than a year earlier and the biggest surplus as a percentage of GNP of any OECD country. The 
dollar's trade-weighted index rose 1.2% during the week. It gained against all the currencies in the table with the exception of the Australian and 
Canadian dollars. The yen’s trade-weighted index fell 0.7%, the D-mark lost 0.3%. 





trade balance} current- trade-weightedti currency units per $ — currency units foreign reservestt 
. $bn , Account exchange rate ái | i Sin 
latest . latest 12 balance $bn . : i 2 
month months — — latest 12 mths  tatest — year ago latest year aga — perg  perSDR  perecu. May year ago 
Australia — 038 am = 34 - 138 m ma ma 130 125. . 210 165 141 122 12.1 
— 022 m 02 + 380 1060 1055 397 -l 645 . 505 — 434 .  101t* 90 _ 
C + 027 Mey + 61 — 001m 1049 1010 117 | 122 18 150 128 148 125 
: = 042 us ^ 65 — 420 996 994 2640 646 = 104. 8.15 7.02 257** 812 
+ 525 wy | 761. + 58.5 dw 1129 1120 |. 189 192 308 241 207 55.3 71.3 
+ 0.02 me. + 42 + 630 11003 1096 213. 216 347 2% 234 153 158 
— 155 we  — 118 - 52a 997 964 — 1359 1413 2209 —— 1731 — 1482 394  — 268 
+ 575 m © 4 924 + 723 jw 1408 1459 1399 | 135 ë 2% 177 152 948 865 
— 240 m = 247 — T5 im 1033 — 983  — 119 125 | 198 as 130 384 338 
Sweden + 055 wn F 4| BD we 96.1 95.3 645 6.54 | 105. . 823 7.07 60.  .100 
izerland  — 036 m | — 63 Lia 1077 noo t63 4860 265 207 Ew 203. 234 
3 = 293 w — 408 315 = 6 78 . 067. . 3986. .417 
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CONFERENCE 1989 


[] 18-22 September 1989 
4th Asian Retailers Convention 


[] 25-30 September 1989 
International Pipeline 
Contractors Association 
Conference 


L] 27 September- 1 October 1989 
15th Pentecostal World 
Conference 


(J September 1989 
International Publishing & 
Printing Opportunities 
Conference & Exhibition 
(IPRINT 89) 


[] 19-20 October 1989 
First International Export 
Services Conference 


























[] 24 October- 16 November 1989 
4th ASEAN Council on 
Petroleum (ASCOPE) Conference 

& Exhibition 












world. 





[] 28 November- 1 December 1989 
International Exposition of 
Quality Control Circles (IEQCC) 
Convention 

L] 28 November- 2 December 1989 
Confederation of ASEAN 


Journalists General Assembly/ 
Asia Pacific Press Convention 











EXHIBITIONS 1989/1990 


L] 15-18September 1989 
Asia Apparel Machinery & 
Accessories Exhibition '89 
(AAMA) 

L] 26-29 September 1989 
MachineAsia '89 — 8th Asian 
International Industrial Fair 


C] 14-16 November 1989 
Equinex 89 

[L] 6-10 December 1989 
Singapore Informatics '89 


[J 14-18 February 1990 
Asian Aerospace 90 Exhibition, 
Airshow & Conference 

















Exchange of ideas, that i E) v6 
Because as you can see from th e 
below, there's going to be a great deal 
happening in Singapore over the year. 
Whether your interests lie in electronic 
engineering, communications or psychology, - 
there are seminars, exhibitions and conferences - 
which involve you. They mean a chanceto ——— 
listen to top speakers and to discuss the latest E 
developments in your field. E 
And when thinking is over for the day, 
there's an exciting programme of entertain- 
ment in store. From luxurious hotels and 
thrilling sights, to unlimited shopping and 
a variety of splendid restaurants, Singapore 
offers all the best of exotic Asia. | 
And, for your ^ 
professional interest, 
some of the best 
conferences in the 








































SINGAPORE CONVENTION BUREAU 















O 3-6 April 1990 
Food & Hotel Asia '90 

© 29 May — 1 June 1990 
Communic Asia 90 

[J 29 May - 1 June 1990 
Infotech Asia '90 











To: Singapore Convention Bureau | 
Singapore Tourist Promotion Board, 
Suite 1402. Century Square, 
1-13 D'Aguilar Street, 
Central, Hong Kong, 


Please send me: 

L] more information about Conferences ~ 
& Exhibitions indicated 

[] theSingapore Convention 
Exhibition Calendar 


Name: 


Title: 








Organisation: 
Address: 








Tel: 





TE 051 


CONVENTION CITY 


INGAPORE 


Where the world comes together. 

















See Minolta copiers at: 
Australia 
New Zealend Viko Holdings L 
‘Hong Kong Minolta Hon 
Sitgapnre Minolta Sin 
Thailand Bangkok Busines 
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‘he new Minolta EP4300 with 30-cpm speed makes two- even when fully equipped. With productive functions like 

solor copying faster and easier than ever. Its Simul-Color H Quadruple Zooming Power, Automatic Duplexing, Page- By- 

unction lets you create a two-color copy with as many as Page Copying, image Shift and Frame Erase. | 

hree sections in one quick scan. 90 contact your Minolta distributor about the new EPA30g 
In fact, with Simul-Color II you can copy in black, copy in with Simul-Color II. vi 


solor or even erase with a single scan. Just slide the two 
ete awe to S de your copy s ee) into sections, 


Minolta. The simplicity of intelligence. 






T green are i hat simpl e m fast ! f L | 
< What’ s more, this copier remains surprisingly compact L. a 
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Sana Office Machines Corp. 10th FL, No. 120, Sec. 2, Chien-Kuo North Road, Taipei 10433 Phone: (02) 505-0013 

Jdoprosinc. Topros Sida, Banawe Cor. Atok Sis. Quezon City, Metro Manilo Phone: 732-14-2] 1, 71 H3, 70145, 71-4683, 71-41-85, 71-41-87, 71-41-89 
Methodex infres Lid. B-A Mohan Cooperative deer gr tate, Mathura Road, New Delhi HO 044. Phone: 636043 

-Aed Equiprnent Lid. First Foor, Nelson Chambers, 11. Chundrigar Road, GPO. Box 880, | Karachi Phone 219338, 210146 


‘Brothers re Hd, Nafional Scouts Bhaban, Inner Circular Road, Kakrail Dhaka, G.PO. Box 767 Phone: 400042, 404929 










. The world’s a big place. 196,951,000 square 
miles to be exact. 

And if you're an international business buying 
insurance country by country, it can seem even 
bigger. _ 

». Dealing with other customs, policies and pecu- 
 liarities can be more than just complicated. 

-it can leave you unsure of your coverage. If not 
completely uncovered. 

Thus the need for comprehensive global cov- 
 erage. The kind of coverage that the CIGNA 
companies can provide. 

.. Asdatruly global organization, CIGNA companies 
. Offer a wide range of property and casualty 
insurance all around the world. On both land and 
water. With local operations in nearly 80 countries, 
ed by experienced representatives who know 





local customs inside and out. 

Our global coverage can also help eliminate 
overlapping policies and gaps in protection. | 

What's more, we have a network of loss contr 
specialists to help you Moda accidents, 

As well as a worldwide claims-handling syster 
that can process claims quickly should any 
accidents occur. | 

And with over 48,000 employees worldwide 
and almost 200 years of global experience, fev 
companies can match our strength. 

To learn more about our worldwide property 
and casualty coverages, write CIGNA Companie: 
Dept. R8, 1600 Arch Street, . 
Philadelphia, PA 19403. 3 

And find out just how small 
d wong can 1G. : | 





JAPAN'S NEW FIRMS 
E conom KNEE LEVERAGED BLOW-OUTS? se cea 


MONEYTOWN BANGKOK 


M 
|HOUR 


71486°02674 













Tomorrow S telecommun catio 


networks will demand a new generatio 


grow a 1 healthy 
telecommunications 





of technologies. Switching systems with j LE 
ten times the processing power of today's SE 


fastest products. Databases with far 













for tomorrow?" 


greater storage capacity. 
Transmission systems capable of 


multiplexing thousands of broadband 





signals. Terminal devices that make 
information easier to access. 
To nurture these technologies, GPT 
is breaking new ground. In world-class 


telecommunication laboratories, we're 





planting the seeds of the next century's 
information networks. Challenging our 


engineers to shape new technologies to 






fit the needs of the New Century. 
aa - E. 

By planting the It’s a big investment. But we're sure it 
seeds today." will grow into big opportunities 
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ay’s world and no one is 
ore aware of this than the 


‘would put paid to all their 
pes for peaceful co-existence 
th the Turkish Cypriots. 


té Hellenism with national- 


1a term to identify people of 
eek origin, be they nationals 


other country. 


oud of their Hellenic origin 
ind heritage (as the Turkish 
ypriots are of theirs), they are 
etermined to defend the inde- 


heir country, Cyprus, against 
Turkish violations. 


Cypriots. But the 35,000 troops 
rom. Turkey have no business 


President Vassiliou of Cyprus 
has stressed once again that 
ntercommunal talks must go 
. His aim is to arrive at a settle- 
aent which will take into ac- 
ount the concerns and interests 
both communities and safe- 
d their rights and equality. 
other words "bicommunal" is 
prevailing theme in Cyprus 





reek Cypriots, who know that - 
t is more, it is a mistake to- 
ism. Hellenism is nothing more - 


Greece, Turkey, Cyprus or 
Although Greek Cypriots are | 


ndence and sovereignty of. 


c Cyprus is the homeland of. 
‘both the Greek and Turkish . 


n the island. In spite of the 
Gecupying army's provocation, - 


d: rape yes denen tritt kii IEE IAEA LINENS Y PRA ime RR: 


VY 1M y Panne LCA AS ADAE 3 AEE iy pua ma Y ER ORA nmn 


MM 


and not "nationalism" or your 


correspondent’ s understanding 


of “Hellenism”. 

This is also true of the univer- 
sity soon to be founded on the 
island. Hence the decision for 
lectures to be held in both Greek 
and Turkish. It is, therefore, 
hard to fathom how this deci- 
sion could be regarded as a “vic- 
tory” for the "Hellenisers". Af- 
ter all; Greek and Turkish have 
been the official languages of Cy- 
prus since the Republic Was es- 


tablished in 1960. 
NAFSIKA KRousri 
| Cyprus 
London High Commission 





SiR—Your seemingly cavalier 


dismissal of Cyprus's obvious 


cultural and ethnic ties to 
Greece is unwarranted. It is only 
natural for Greek Cypriots to re- 
gard Greece as the mother coun- 
try. You say that the distance be- 
tween Nicosia and Athens is 
roughly the distance between 
Athens and Rome. It is also close 


to the distance between Palermo 
and Milan, much smaller than 
the distance. between Anchor- 
age, Alaska, and Washington, i 


DC, and (dare I say it?) utterly 
negligible when compared to the 
distance between London and 


the Falkland Islands. 

Thousand Oaks, 

California = MARIUS VASSILIOU 
Si&— Your portrayal of the 


march of the Greek Cypriot | 


women as an act of “Hellenism” 
is a dangerous falsehood which 
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the source of the; contin wing dei 


vision of Cyprus.. 
Their motive was not to dem- 


onstrate an affinity to Greece | 


but to protest the fact that 40% 
of the Greek Cypriot population 
have been refugees in their own 
country for the past 15 years asa 


result of the Turkish invasion in | 


1974. The march was also dedi- 
cated to the 1,619 people still 
missing, many of whom are 
known to have been taken pris- 
oner and shipped back to Tur- 


key. The women's use of the | 


Greek flag is no more provoca- 
tive in Cyprus than the use of 


the Turkish flag. Both flags are 
recognised as being the legiti- 


mate flags of the respective 
communities. 

Nicosia, 

Cyprus ANDREW DEMETRIOU 





Shedding blood 


SIR—At least one sane voice . 


from England. Your editorial 
was necessary and right (August 


5th). It is unbelievable to me - 


that no one of any importance in 
the American government has 
called a spade a spade and con- 
gratulated Israel on arresting a 
dangerous criminal. 

What would the world's reac- 
tion have been if the United 
States had succeeded in captur- 
ing this terrorist? Undoubtedly 


President Bush would now be 


bestowing Medals of Freedom all 
round. 
Groningen, 


Holland HANs WYNBERG 





Sir—I find your cover in poor 
taste. If it is intended to engen- 
der anger, it does so; but at what 






















dt isa: master at run- 
ning cartels and dominating 
markets." I’m’ bewildered. 
Surely that is being “more effi- 
cient" than its competitors. And 
you accuse De Beers of shying 

“away from appearing in courts 
around the world," a policy 


which, it seems to me, makes em- 


inent sense to any prudent 
business. - 

. For the record, I run a pub- 
lishing company which is con- 


trolled by Anglo. In my 30-odd 


, years at work here I have never 


once in any way, shape or form 
been pressured to say or not say 
something about Anglo or the 
Oppenheimers. 

STEPHEN MULHOLLAND 
Johannesburg Times Media Ltd 





Breeding tigons - 


Sti&— You say “tigers cannot 
mate with lions" because "no . 
specíes likes to share its DNA with 
another" (“Transgenic ani- 
mals”, July 1st). This seems to be 
inaccurate. The Breslau Zoo in 
Silesia reared a healthy cross- 
breed between a tiger and a lion 
in the mid-1930s. The zoo's 
management was very proud of 
its successful mating experiment, 
as local newspapers reported. 

I saw the animal myself: its 
body shape was that of a lion, 
while its hide showed the typical 
stripes of a tiger. | am reasonably 
sure that this exceptional cross- 
breeding success must have been. | 
recorded in scientific joven of 


thet time. K^ 





COst to a serving offücerand his * € — 





family? 

Staten Island T.M. McGoey 
Anglophile 

Si&—Your piece on Anglo 


American and the Oppenhei- 
mers (uly Ist) displays an im- 


pressive ignorance both of eo- 1 
nomic theory and the realities of. 


business. Basic to the theory of 


the firm is that it should seek to. 
eliminate competition. No busi- - 
nessman who i is honest about it- 


has much "taste for competing 
in free markets." If you chaps at 


The Economist are earning your 
wages then you will be trying to. |. 


put your competition (is there 


^. 2 Jurong Port Road, Singapore 2261. T 


| spending in each of the 12 member 
| countries and projections of spending 











: pe Special Report No 1173 
Consumer Spending Patterns 
in the European Community - 


- Forecasts to 1993 


. $4,400 billion of consumer expenditure 
has been forecast for the EC in 1993 - 
what will Europeans spend their money 

| on, and what consequences will this 

: have for Single Market businesses? f 

| ort comprises an analysis of 14 
| different main categories of consumer 
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Bankers Trust Global Market activities have an impressive reputation as a premier Sales, Tr 
and Financial Engineering organisation. The economic research department provides an integratec 
package of products and services based on comparative research focusing primarily on the G 
economies. This research is key in supporting our trading i in foreign exchange, money markets and 
debt instruments. E i | : 
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I> Practical In this role you will be influencing idis decisions by: 
ie € producing regular data analysis dd ao A 
; research € providing an assessment of underlying pressures on interest rates au curté ncy struc ur 





è generating ideas on how economic developments impact on financial variables. - 


É closely allied 





You should have an economics degree, plus 1-2 years piedi in a trading floor er yi 





toa | be solidly research oriented. : ua. 
: | A practical understanding of economics, O5 government. policy p prioriti d diei lik 
trading team markets are vital, as will be flexibility in a changing environment. The role ‘req 


cae environment thinking in developing ways to exploit research for trading purposes, ‘a down to earth 
eT research is therefore essential. Strong written, » verbal communication ;: and prosésitación. $ 
important. | AGE 

In order to attract the calibre of economist needed for dis keib EN resear 
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1 Appold Street, Broadgate, London ECLA 2HE. Fax: 01-982 2262. 
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COMES TO CORPORATE. 
DO YOU HAVE ALL THE FACTS? 


ow you can, with a financial information 
N service designed specifically for corporate 


treasurers. Telerate's Corporate Service. 





A service that gives you specialised real- 
time financial information on your markets, 
whether you're in Hong Kong, Singapore, 
Japan, Australia or New Zealand. 

Telerate's composite page format clearly and 


concisely covers your most important markets 





at a glance. You can watch market-moving 
events, monitor and plan investment strategies, 
structure a system for hedging and keep an eye 
on your own company investments. 

With Telerate’s in depth commentaries and 
analysis, you can interpret current trends to 
predict future movements, and accurately 


develop a clear strategic position. 





As a recognised leader in worldwide 
financial information, Telerate gives you the 
tools you need to monitor world - markets, 


providing assurance, decision support and above 


all, complete control. 





TEL 


The Financial 
Information Netv 

















— Telerate (Asia-Pacific) Limited, 16/F, Three Exchange Square, 8 Connaught Place; — LT 
Central, Hong Kong. Tel: 5-8682687 (or call your local sales office) ——— | zx 














































YT STILL may not happen. If it happens, it 
^ & still may fail. But this week Poles were with- 
ina finger’s tip of getting what they voted for 
- and what their supposedly ruling communist 
party had not bargained for: a Solidarity-in- 
-spired government, Poland's first non-com- 
- munist one in more than 40 years. For the 
- first time ever, a communist party has been 
-. forced to accept that its Lenin-given right to ` 
_ tule has limits. It could be forced to accept — 
' nething even more revolutionary: that 
....te may be an end to its power. 

— The shock to communism's nervous system goes well be- 
yond Poland. Nowhere has a communist party ever allowed 
itself to be turned out of power. Even Hungary's reform- 
minded communists, who had been contemplating free elec- 
tions by next summer with laudable equanimity, must feel 
their ideological world begin to shimmer. They have been 
hoping for so muddled a vote, with their own opposition so 
badly split, that they would be able to dominate any post- 
election coalition. The power of the Polish example could up- 
set all these fine calculations. 

While some communists merely thought that what is hap- 
pening in Poland could not happen, others—the East Ger- 
mans and Czechs foremost among them—think it should not 
be allowed to. The communists whose opinion matters most 
were sitting uncomfortably on their hands this week: the Rus- 
sians proclaimed that they would not interfere. But they were 
waggling their eyebrows furiously. Quite obvious Soviet 

-;.alarm at the beginning of the week had been toned down to 
oncern" ' by mid-week, after Mr Lech Walesa's assurance 
slidarity government would not try to lead Poland out 
-ofthe Warsaw pact. But the consequences for Russia could be 
- profound. The pluralistic sort of comrade in Moscow will be 
.. encouraged. The conservative sort will be frightened by the 
< threat to the secure tenure of party men everywhere. Where 
Mr Gorbachev now draws the line for political change in his 
nd what further guarantees he will want of Poland's 
are anybody’ s guesses. 


be done? 

: Solidarity and Poland's other non-communists, 
asants’ party and the Democratic party, run into no 
Le ‘outside interference. What chance have they of making a 
< non-communist government work? 

- Poland’s communists, demoralised though they are, will 
ight them all the way to the swearing-in ceremony and be- 
nd. The party leader, Mr Mieczyslaw Rakowski, talks 
‘oughly of a "struggle for power”. The party's bitterness is all 
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zum the sharper because, M the debi 
 mered out with Solidarity before. th 
election, this was not supposed to- 
The communists feel they have bee 
-in the back by the Peasants and the 
crats, "allies" bought and. paid for o ON 
years by communist favours, — 
.. Yet Poland's communists ha 
. ground left to stand on. The re 
^ them accept that their par : y's pa 
- have brought Poland just about to 
The last time Solidarity challengec 
for FIO) in 19801, (pai tule w was a saved: ant the | 


































dd for, dion of inea dh tanks b ba 1 
to accept Solidarity's offer to join a tee nc 
coalition. Do would, tackle: the € -econ 


and the tanks uie A cree command of 
nists, it will be giving hostages to political fortu 
it will have precious little control. A nother is 1 
the levers of government in Solidarity's ha 
nist bureaucracy and its vast mischief-maki 
be at large. But Solidarity's greatest handica 
agreed economic policy. | 
The divisions in Solidarity that were welded: ovel 
tial law show signs of reopening. Political Solidari 
stands that if Poland is to: break out of its vicio: 
inflation and recession, prices will first have to rise 
tempt more goods on to the market; real incomes, al 
low, will have to fall further; and loss-making factorie 
have to shed workers and possibly close down. Trade- 
Solidarity, with its support mainly in the steelworks, ] 
and shipyards that face the first swing of the axe, is a 
making the sort of demands—for wage increases s and 
controls—that Poland cannot afford. - 
Solidarity will need mighty skill and luck to. gové 
cessfully. But if it does? That is the spectre haunting co 
nists, from Berlin to Beijing. 

















*HEY say it is insoluble, which it may prove to be. They 
also say it is incomprehensible, which it is not—not quite. 
st people have stopped trying to understand Lebanon, 
aiming it is like trying to understand a jigsaw puzzle that has 
i attacked with an axe. Most of the same people then say 
w terrible it all is, and can't it be stopped. If anybody is to 
elp Lebanon, the first step is to remember who is doing what 
» whom, and why. This may suggest how one or two 
'Cognisable jigsaw pieces might be slotted together; after 
hich, hopeful hands could start groping around for the rest. 
Item one is the Christian two-fifths of the population. 
ey are dominated by the Maronites—slightly modified Ro- 
ian Catholics—who make up about half the Christian total. 
|. the power-sharing deal of 1943 the Maronites put the 
‘hristians on top of the pile, with the strong presidency for 
themselves. This became increasingly unfair as the popula- 
on balance shifted, and in 1975 Lebanon's Muslims started 
to insist that it be changed. At one time the Maronites 
seemed ready for a new share-out, but their present (self-ap- 
pointed) leader, General Aoun, says no. 

|. Item two is the Muslim half-and-a-bit of the population. 
For every two relatively well-off and mild Sunni Muslims 
there are three poor, angry and rapidly breeding Shias. The 
Sunnis are now almost irrelevant. The thrusting Shias are di- 
vided between Mr Nabih Berri’s fairly rational lot, called 
Amal, who want a Lebanon that is better for Muslims, and 
the wild Iran-lovers of Hezbollah, who want to rearrange the 
whole world, minus an Israel. 

~~ [tem three is the 6% Druzes, who have an invented ex- 
Muslim religion, the hills south-east of Beirut, and a recently 
grabbed outlet to the sea. The Druzes will side with whoever 
Jost persuasively arms them or frightens them. They sided 
ith the Syrians in last weekend’s attack on a corner of the 
vinto which the Christians are now penned. . 

Item four is Syria, which wants a dutiful Lebanon but not 
that isa mere extension of Syria (because Israel would not 
‘ that). The Syrians assume this requires a tidy new bal- 
among the Lebanese factions, so their soldiers in Leba- 








"HE great. chief-who-must-be-obeyed turned out to be a 
ien elephant after all, eating up his people's resources 
‘goodwill. By unhappy. tradition; African autocrats go out 
mid bloodletting, and South Africa's President P.W. Botha 
ertainly did. Petulant. in his sickness, he abused the col- 





olish peacekeepers in that beleaguered country? Anything is now worth a try 


C puth Africa’ s new president — to move quickly to get his country out of its bind 















































non are backing the Muslims who. say General Aoun must 
agree to a dilution of Christian power. Item five is Iraq, which 
arms General Aoun because it hates Syria. 

Item six is Israel, which wants a Lebanon that will not help 
Palestinians or other Arabs to attack Israelis. Israel used to 
think this meant a Christian-run Lebanon, but it has now 
settled for an Israeli-run buffer zone in southern. Lebanon. 
Item seven is the Palestinians in Lebanon, who are divided 
between a minority that will fight alongside Syria and a major- 


ity that won't—because the majority supports Mr Yasser 


Arafat, and Mr Arafat and Syria loathe each other. 


The tranquilliser prescription 


How does this shamelessly simplified synopsis help with j 


saw-reconstruction? The cause of the latest fighting is Gene... 
Aoun. He not only refuses a new power-sharing compromise 
in Lebanon but has also demanded that Syria withdraw from 
the country. If he could be persuaded to drop the Syrian with- 
drawal bit, the Syrians might be persuaded to pull back a few 
miles from the Christian perimeter. The subsequent lull 
might last long enough for the fragments of Lebanon— 
Hezbollah fanatics apart—to think out whether they want to 
stay as fragments, or will try to glue themselves together again. 

This is a perilous opportunity for people who say they 
wish to help Lebanon. General Aoun will not easily give up 
his demand for a full Syrian withdrawal, because he fears that 
if the Syrians stay in Lebanon they will have another go at 
him. He might be persuaded by the offer of a few battalions of 
lull-superintending troops from countries that have 
neighbourly interest in the Levant, and can be counted on to 
take the job seriously. Britain, Italy, France, Turkey, maybe 
even a few Poles? Money from Gulf Arabs, and the world's 
surprised thanks, might persuade Syria to accept this. deck 
on its own freedom of Lebanese action. | 

Be wary. Such a force might fail to prolong the truce. TS 
would almost certainly be a target for Lebanon's assorted 
madmen. But if Europe means what it says about mattering in 
the world, can it turn its back on next-door Lebanon? 








leagues who had pushed him i into a reti einen; and re- 
fused the formality of handing over to Mr F.W. de Klerk.. 
Like him or not, Mr Botha was a tough ruler. In 11 years 
as leader of the ruling National party, he transformed his con- 
stitutional role from mere prime minister to all-powerful pres- 

















llied ightly less tough colleagues into 
ssion: T hey nad him | in the end, because his au- 
ic behaviour had done such a favour to the opposing 
er tribal faction, the Conservatives. — 
e Klerk had made a date with Mr Kenneth Kaunda, 
nt of Zambia, who has shaken hands with every 
can leader since John Vorster in 1975. Mr Botha 
ministers should ask presidential leave for such trips, and 
y denounced Mr de Klerk for failing to do so. Barely a 
- month ago Mr Botha himself had failed to consult his minis- 
. ters before taking tea with a far more considerable adversary, 
-the jailed Mr Nelson Mandela of the African National Con- 
= gress (ANC). Resenting his successor’s similar dash for dia- 
Ut logue, he provoked the coup against himself. | 
. ^ In a normal democracy such a squabble at the top might 
7 unseat the ruling party, which faces a whites-only parliamen- 
tary election on September 6th. In 40 years of uninterrupted 
rule the Nationalists have grown corrupt as well as overbear- 
ing. Yet, barring a fresh disaster, they will certainly be the 
largest party and will probably still have an outright majority 
in- the new parliament. As for Mr de Klerk, he smiled rather 
~ «msnarled when the old chief barked, and looked generous 
— ell as determined. Having faced down Mr ia he dons 
his old boss's authority as well as his job. - | 
Mr Botha's main achievement was that share was no mass 
insurrection during his presidency. His concessions to black 
protest were just enough for that. But they divided the Afrika- 















While westerners decide that Japan is different, Japanese companies are 


| getting more western every day 


cL UGE, threatening, unchanging, a closed shop: that is 
AA how more and more westerners see Japan. However of- 
ten or politely the Japanese promise to change, they will al- 
ways stay the same. This is the worst of the myriad myths 
about those strange islands at the end of the earth. In fact, the 
y certainty about Japan is that it is always changing. Much 
he change is incremental, and the web of Japanese society 
may flex to: accommodate it. Even then the changes can be 
“astonishing. 
-= ov Because an impe ‘ia death ind den a political drama have 
paralysed government for the past year, Japan seems particu- 
a y immutable at present. That encourages those westerners 
-who say that if Japan does not appear to follow the same path 
"of change that other industrial nations have gone down, then 
the country must be so different, so exempt from the laws of 
economics, that its relations with the rest of the world need 
special rules. Sadly, many Japanese reinforce that prejudice by 
s tering a self-serving but reassuring notion that there is a 
2 unique, enduring constant of Japaneseness. 

“Ås confirmation that Japan is different, westerners often 
point to its stubbornly large trade surpluses, despite the large 
appreciation of the yen. No matter that Japanese exporters 
have responded to market forces (cunning devils) by furiously 

retooling from to topt to bottom, crunching down costs and in- 









































ners and gave birth to the Conservative par 


New business, new Japan 


justifies suspending market economics and free-trad. 


Those defeats have been caused not only by scandal bi 






home for hardliners on the right. The remaining wing 
National party thereupon picked up support amon: 
whites (mainly English-speaking ones) who favour ca 
concessions. The Nationalists now hold the centre groune 
white opinion—which is why they will probably dom ie 
next parliament under Mr de Klerk, even if not as d 3 
as they did the last one under Mr Botha. x 

If Mr de Klerk has liberal leanings, he keeps them 
hidden. But he may be better aware of reality than h 
boss was. He knows he must appease opinion abroad; ! 
his plan to visit Mr Kaunda. He may not understand 
equal clarity how badly his tribe needs to come to terms 
the disfranchised black majority at home. His big tes 
come immediately after the election. Then he will be fre 
release Mr Mandela from prison, opening the way t 
ditional talks with the ANC, without whose parti 
South Africa will find no peaceful way out of its impasse 

South Africa's well-wishers have said often enoug 
needs to be done. The erosion of Afrikaner unity an 
consequent broadening of the National party's supp 
among forward-looking whites should make it easier fo 
de Klerk to shift once the election is over. Outsider 
nudge him forward, by making their handshakes and h 
tality conditional on progress in coming. to terms wit 
black majority. Inaction is the recipe for a South Afri 
saster, which it may not yet bet too o late to avoid id. 
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vesting in R&D, while ices la es timidly pu 
open the now-unbolted door of the domestic Japanese. 
ket. The Japan-is-unique school concludes that Japan pla: 
own game. From there it is a short step to saying that 


ples: so trade with Japan should be managed by governm 
there should be strict gunboat reciprocity in things like fi 
cial services; and it should be made as easy for Wall S 
investment bankers to earn fees stripping assets from Ja 
nese companies as from American ones. E 


Behind the myths. 


In reality, few Japanese need convincing of how ES life 
altered compared with even five years ago, or that the la 
economics do work in Japan, sometimes painfully: ask 
bankrupt subcontractor or free-spending entrepreneur. 
string of election defeats inflicted this year on the gover 
Liberal Democratic party is further testimony of cha 


by divisions widened by economic developments: the st 
yen, roaring stock and land prices, booming imports. 9 r 
nary Japanese instinctively recognise the pattern of chan 
Japan: that it is driven by business, with society 

following later. They are now impatient that the poli 
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two things: protectionism in their main export market, Amer- 
a, and competition from South Korea and Taiwan. As a 
esult, Japan’s lower-tech companies started shifting their 
roduction offshore. Businessmen were also worried that the 
echnology which had supported the export machine of the 
970s had run its course; so they moved into higher-value- 
dded manufacturing and information-based services. The 
ise of the yen and the urgings óf the civil service merely has- 
ied what companies were already doing. At the same time, 
country was awash with savings. Some of the capital went 
ad; much of it stayed at home, to flood through old, 
ly regulated financial markets and force a new freedom 
'orrowers and investors alike—whether or not the gov- 
ent wanted it. : 

‘The results of this economic restructuring have already 
en dramatic, and there is much more to come. Companies 
ve become leaner, often abandoning failed attempts at job- 
rotecting diversification (see page 51). Layers of placemen 
ave been stripped out, undermining the average sarariman's 
urity of prestigious employment and his ability to coast up 
e escalator of seniority. The shift into overseas production 
ltering the conservative and clannish way Japanese compa- 
s manage themselves. - "E 

Think of the implications. Until now, Japanese firms have 
' exporters, not multinationals. Having true overseas sub- 
diaries will require head offices to decentralise power and to 
ire locals not brought up in the Japanese way. More deci- 
ons will be made away from the incestuous world of Tokyo's 
political, civil-service and business elite. Companies will em- 
ploy more non-Japanese ready to question decisions made 
igher up the hierarchy and who lack any sense of sacrificing 


age sclerosis 





FI NGLAND humiliated again.” This summer's headline 
4 on its cricketers’ defeat by the Australians? Or next 
Par's, as a wage spiral pushes the inflation rate, unlike its 
atsmen, into double figures? Booming demand has left Brit- 
| with the highest inflation rate of any large industrial econ- 
my and, relative to GNP, the biggest external deficit. | 
- To cool demand, Mr Nigel Lawson, the chancellor of the 
tchequer, pushed up interest rates. This, he claimed, would 
: precise and fast-acting. It turned out to be the opposite— 
id to have the added drawback of immediately driving up 
e retail-price index, because it includes mortagage-interest 
ayments. (Agreed, it is silly for them to be in the index, but 
Lawson knew they were in there before he began to raise 
tes.) Now, at last, demand is clearly slowing, and figures due 
1 August 18th should show that retail-price inflation has 
aked. The trouble is that wage settlements are still rising, 
giving inflation a chance to dig in. 
- "Train drivers, council staff and 1ct’s workers have all won 








~ all for compar 


In the early 1980s Japanese businessmen were scared of executives wonder if they should join a forei; 


ritain's economy is slowing down. Would somebody tell the labour market? 








c “year: iH 
n firm for a'cou- - 
ple of years, the better to learn the gaijin 5 ways. 2 
The effect of free financial markets promises to be even. 
more explosive. One change has been a shift from raising cap- 
ital through debt to raising it in the equity markets. You 
thought Japanese firms lived on bank loans? Wrong, roughly 
since 1984. Until then, each firm had 50 banks it would have 
to keep sweet. Now it is the other way round. Shareholders, 
whose interests in a company have long lagged far behind 
those of managers, workers and suppliers, are being given 
more power by the courts and by the finance ministry to exert. 
the rights of ownership. Even the layers of cross- 
shareholdings that tie together many of the big industrial 
groups are getting looser (see page 62). Many Japanese firms 
have rushed to raise easy and cheap money ‘by issuing `; 
Euromarket warrants that can later be converted into equity. 
This is building up a pile of potential shareholdings which no: 


gs 


Japanese company chairman can rely on to be tame. | 

In short, Japanese companies are becoming more like per- — 
formance-driven western joint-stock companies and less like 
friendly societies. They will retain a distinct Japanese acce 
but they will not want to speak with the same voice as | 
government. Though Japan Inc was always an exaggeration, 
there were times when the interests of big business did coin- 
cide with those of the government. The flight from Japan Inc 
to Japan International is making that coincidence ever rarer. 

None of this means that westerners should relax their ef- 
forts to keep Japan's trading practices up to the mark. But 
those who advocate managed trade should remember that a 
government far removed from business is barely worth cut- 
ting deals with. Better to recognise that Japan is changing, 
and compete with the new reality, not the old myth. 





pay ríses of around 996, and by the autumn, when the « 
workers negotiate, 1096 could easily be the "going rate". As 





plies a real pay cut of 196, : nd a rise in unit labour costs of | 
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d, in the past five years real. earnings have 
. falle America, against a rise of 14% in Britain. 
: y rile British workers ix their sights on the “going rate" and 
cannot imagine a pay rise of less than the rate of inflation, 
some American workers have accepted freezes (or even cuts) 
That flexibility is the best reason for believing 
deral Reserve might steer the economy to 
out skidding it into recession. Britain's 
may be less fortunate. 











© Britain's labour market, though less clogged up than it used 
to be, still seems to require a higher rate of unemployment 
than America's to hold inflation steady. The reasons are fa- 
 miliar. In America unemployment benefits are less generous 
and harder to get: they force the jobless to search harder for 
work and put downward pressure on wages. Trade unions are 
also weaker. Only 1896 of American workers are union mem- 
bers, compared with 4296 in Britain. Fhis means that Ameri- 
can wage bargaining is less centralised. Pay can reflect local 
la hour-market pressures. 
"American workers are also more mobile. According to 
"vue survey, manual workers are 18 times more likely to move 
to a different state to find or keep a job than Britons, deterred 
by a horribly unhelpful housing market, are to move to an- 


Junking Sir James 






There is nothing wrong, in principle, either with junk bonds or with highly indebted 


companies. In practice, there can be 


Lo is fast becoming an unpopular word in Amer- 
ica and Britain. Put it into the past tense, add the noun 
“buy-out”, and politicians and pundits tend to start frothing 
at the mouth. Connect it with the phrase "junk bond" and 
you have apoplexy. 
| That, at least, is what the reactions on both sides of the 
^ Atlantic to Sir James Goldsmith’s £13 billion ($21 billion) 
reraged bid for B.A.T Industries suggest. Admittedly, the 200 
. congressmen that have written to Mr James Baker, America’s 
secretary of state, in protest at a bid for a British-owned con- 
- glomerate by a British-based firm, have done so partly out of 
-distaste for Sir James, partly out of xenophobia and partly out 
-of duty to a powerful and generous tobacco lobby. But they, 
- and some Britons, have raised their voices out of a deeper 
3 instinct: that bids financed by debt are sinister. 
< There is a grain of truth in this, but it is concealed behind 
i mountain of confusion. The danger is that this confusion, 
nforced by outrage at the huge rewards being sought (and 
etimes won) by folk such as Sir James, could produce a 
aconian reaction. Before the grain can be appraised, the 
“mountain must be removed. . 
© Tt exists because leverage has become synonymous with 
ik bonds; and junk bonds, because of their recent associa- 
n with Mr Michael Milken, an investment banker and junk 
usader who has been charged in America with securities 
Xffences, are seen as evil incarnate. Nothing could be further 







































































other region. One sad result is that, in Britai 
ences in labour-market conditions become big 
unemployment rates rather than big differences 
other is that inflation becomes a problem at high 
national unemployment—because local labour-m 
ness in London and the south-east sets the pace fo 
tlements even in areas with high unemployment. - 

For all Mrs Margaret Thatcher's supply-side ze 
could have moved a lot faster to lubricate Britain' 
market. The government is still the biggest emplo 
staff spread across the country. It should insist on 
wage-bargaining. A clerical officer in the social-securit 
partment is paid the same in Aberdare (where the unem 
merit rate is 15.496) as in Andover (where it is 1.9%). 

To encourage workers to move from areas of high 
ployment to areas of low unemployment, and so reli 
pressure for higher wages, the government might also ta 
tip from America and allow moving expenses to be ti 
ductible. Another possibility is to encourage jobs to mo 
people by letting national insurance contributions (NiCs 
regionally, with employers in areas of high unemploy 
paying a lower NIC. The maxim “if you keep losing the | 
change the rules” could be applied as profitably to Brita 
labour market as to a national sport where, this heaven- 
summer, a miserable sclerosis has taken hold. 





from the truth. Junk is a bad name for a legitimate fo 
borrowing—issuing an IOU that pays a high interest rat 
return for the holder accepting a high risk. Unlike most b 
loans or conventional bonds, junk gives the holder no cc 
eral and/or places him far down the pecking order for rep: 
ment in the event of bankruptcy. As a result, the yield 
America’s junk market are much higher than those on t 
most secure bonds available, Treasury bonds. ; 

Junk has existed, in one form or another, for centuries. 
the 1980s American companies became fond of it bec: 
banks, beset by their own problems, became a costly sourc 
ns Junk has offered firms a means to borrow long-t 
money directly from institutional investors, rather tha 
ing on shorter-term bank loans. Contrary to popular be 
most junk has nothing to do with takeovers. And most 
overs are financed with bank loans, not junk bonds. Junk 
become linked with bids because, in some dramatic case 
has raised more money, faster, than banks could. 

That is why nobody should mourn if a junk-bond m 
were to spring up in Britain. The real question, wherever 
market may be, is not whether junk is a good thins 
whether it pays enough interest to investors to offset th 
that a slump might bring down the company that is 
Proponents say that it does, in America, because the h 
of bond defaults can be traced through previous recessi 
The trouble is that America's junk market iux really take 































estors more ign ees than va yshould be. hu 
aay be rather like the 1960s re) that free love is fine be- 
tween consenting adults, provided nobody gets hurt. Do the 
ais know what they are consenting to? 


vers and levers 

his i is the proper question to ask about bete too. There 
sno “correct” level of borrowing for a firm. It depends on 
e circumstances. West German firms carry far more debt 
an do British ones. But, in general, they borrow from banks 
know them inside out and have seats on the board. The 





YUI RRILLA warfare will keep the opposition divided 
while we put our reforms in place,” said an adviser to 
»atcher government earlier this year, about plans to im- 
the national health service (NHs). But guerrilla tactics 
tter for defence than attack: if you are the invader and 
| against you, there is no point in bushwhacking a few 
agglers. Now that Britain's health ministers have hung up 
eir bandoliers for a summer break, they should ask them- 
selves why six months of sniping at the medical establishment 
ave left their plans in deep trouble. 
The main reason is that the government has been reluc- 
tant to push. hard for the most radical bit of its reforms: the 
reation of an internal market, which will cast doctors as the 
sroviders of properly costed services. This was always bound 
o be opposed by doctors, and particularly by consultants. 
hey currently do exactly what they like, when they like, 
thout being accountable in any managerial sense. With an 
ernal market, consultants will be put at commercial risk: 
| health authorities, as the purchasers, will ensure that 
ey follows the patient; hospitals unable to attract the pa- 
s will see their revenues fall. 
Because ministers were reluctant to tackle the consultants 
ad on, they opted for caution in explaining their pro- 
mme and setting out their priorities. This approach is fail- 
on three main counts. By definition, it limits reforms to 
all, incremental changes, which means there is little or no 
ospect of meeting the timetable trumpeted in the White 
er in January. Second, the managerial abilities of the De- 
rtment of Health, always questionable, are being over- 
etched by the need to press ahead with various initiatives 
ttered throughout the NHs. And third, the doctors have 
t allowed themselves to be picked off in small groups. The 
itish Medical Association (BMA) has managed to keep its 
nembers impressively united. 
_Labour’s assault on the reforms, despite this week's brou- 
aha, has yet to offer any constructive alternative to the prob- 
em of limited cash and infinite demand. But Tory back- 
enchers are alarmed at the prospect of endless squabbling 
with the doctors and nothing to show fori it by the time of the 





ill in search of a cure 


5 to reform Britain's health service are bogged down. Time for a pep-up 


p risu are = taken with the help of plenty of info 


British and American banks and investors nee to ask | 
themselves if they know enough to tell whether the prices (ie, - 
interest rates) on offer match the risks. The risks of debt, es- 
pecially the floating-rate sort, rise as recession looms. But the 
longer an economic boom runs, the more investors tend to _ 
forget about the risks. This is what investors, borrowers and 
regulators alike need to watch. Central banks must keep tabs 
on banks’ exposures. Investors must remain hard-nosed _ 
about their yields. As long as their eyes are open, investors - 
can decide whether Sir James Goldsmith should win his bid; 
not on principle, but on Price. 








next election. A change of tactics is eae eee perha. ; 
a change of metaphor. It may be that the government cannoc 
avoid a fight with some doctors; but it may equally be true 
that reforms on the scale proposed can succeed only if a large » 
proportion of doctors can be persuaded to support them. In . 
which case, the appropriate imagery should come from the 
methodical approach of management textbooks, not from 
Clausewitz: bore-bore, not war-war. | 





Pick a region 


Seeking the support of the doctors is not a prescription. for 
soft-headed concessions to their lobby: the BMA will still have- 
to be confronted. But ministers must also ensure that every- 
body in the NHS can see, in detail, what the reforms mean. To 
do this, the health secretary, Mr Kenneth Clarke, should di- 
vide his reforms into two groups. The first will comprise those 
aimed at basic improvements, readily appreciated by anyone 
with even a passing knowledge of the NHS: above all, mana- - 
gerial reforms to bridge the yawning gaps in local health au- 
thorities’ financial controls, highlighted again this week bv 
the National Audit Office. The second group should cont: 

the more ambitious plans to create the internal market. — 

Mr Clarke should push the first set of reforms as hard as 
possible. But those in the second group should be applied 
only in a single region of the NHs—like the West Midlands, - 
with over 5m people—which can act as a reasonable proxy for 
the country as a whole. Within this smaller area the govern- 
ment would have a better chance of winning support from 
local managers, doctors and nurses—particularly if it says that 
any weaknesses that might emerge in the envisaged market 
system would be treated with extra cash. - 

Mr Clarke can take comfort from. aon has already hap- 
pened in Britain's schools. The government proposed re- 
forms, the teachers bitterly opposed them. But once the re- 
forms reached the classroom, the. teachers changed tack. The 
same thing will happen in the NHS, as soon as there are things 
to look at rather than just talk about. Role =. thet text- 
books would call them. i | 
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Amid the sourness, a portion 
of China that is still Sweet 


FROM OUR SPECIAL CORRESPONDENT IN GUANGDONG 


OB-SEEKING girls from the inland prov- 
inces choke the factory gates; party com- 
rades pay their restaurant bills in Hong- 
kong dollars; heavy-goods trucks churn 
along potholed roads. Only the tourists are 
missing, their enchantment with China 
rudely destroyed by the suppression two 
months ago of the student democracy move- 
ment. Otherwise in Guangdong province— 
the part of China closest to capitalism—it is 
iness as usual. 

For how long? The answer matters to 
Guangdong, of course (which is why its gov- 
ernor, Mr Ye Xuanping, led a delegation to 
Beijing last week, presumably to lobby for a 
continued long leash for the province). It 
matters also for China's future, and for 
Hongkong 's. 

By virtually any material measure 
Guangdong leads China (see chart, next 
page). The province's 60m-plus people have 
more telephones, cars and televisions than 
the inhabitants of any other part of China. 
They devour more energy and raw materials, 
produce more goods and attract more for- 
eign investment. Of the $700m allegedly 
brought into China's black market from 
abroad last year, some $300m is said to have 
been spent in Guangdong. 

The province, next door to Hongkong, 


Wealthanakérs 


THE ECONOMIST AUGUST 19 1989 





has long ignored directives from distant 
Beijing; it still goes its own way in the indus- 
trious Cantonese pursuit of wealth 
(Guangdong’s rallies in May in support of 
Beijing’s students were held at night lest 
production be disrupted). In the first half of 
this year, despite efforts by the central gov- 
ernment to cool China’s overheated econ- 
omy, Guangdong’s industrial output in- 
creased by 25% compared with the same 
period last year. This followed a growth of 
30% for 1988 over 1987, and a feverish 70% 
for 1987 over 1986. Inflation in Guangdong 
is as high as anywhere in China, but wages, 
up by 25% last year, have grown fast enough 
to blunt its impact. 

To imagine all this can last is to imagine 
miracles. The most obvious constraint is en- 
ergy. Even the humblest of factories, sewing 
handbags for bosses in Hongkong, needs a 
generator of its own to supplement the sup- 
ply of power from the state; many factories 
are rationed to four days’ supply each week. 
According to a study by Baring Securities, 
China’s government allocates Guangdong 
only 12% of the coal it needs; the rest it 
must buy on a more or less open market. 

That, alone, causes problems. Poorer 
provinces object to Guangdong's using its fi- 
nancial clout to bid up prices and so deprive 








© Special economic 
zones 





Beijing 


























HEBEI 


them of raw materials and even food. Last — 
year Hunan province set up its own customs — 
patrols to stop farmers from selling their — 
pigs for the higher prices available in — 
Guangdong. After the Tiananmen Square — 
massacre of June 4th, capitalist instincts of 
the sort found in Guangdong are no longer - 
held in such esteem elsewhere in China. To — 
doctrinaire Marxists the Guangdong style, 
with its thousands of entrepreneurs and - 
free-market prices for 80% of all goods, - 
smacks of “bourgeois liberalism”. Long be- 
fore the June crackdown, politicians from 
inland provinces were already conspiring — 
against their Cantonese comrades. 4 
Yet, as the province's governor is com- _ 
fortably aware, for the central government - 
to humble the Cantonese would be a fool 
hardy revenge. The China of Mr Deng Xiao- 
ping is committed to the open-door policy — 
he began ten years ago. Unless foreign in- 
vestment flows through that door, China | 
will not improve its industry, and will fail to 
export enough to let it comfortably service a — 
foreign debt that has grown in the 1980s - 
from just over $4 billion to around $40 
billion. 4 
Only the most bigoted of the central 
planners—of whom plenty have emerged | 
from retirement in the aftermath of June 
4th—can happily contemplate the social up- 
heaval and economic mess of shutting 
China off from the outside world. The en- 
lightened see the need to overcome foreign 
disgust at China's politics. This is why last - 
week the city of Tianjin, south-east of | 
Beijing, gave a 70-year lease on a large tract 
of land to an American businessman. It is - 
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ing p province an ny to Guangdong ind the 
ew province of Hainan island, should be 
llowed to retain its privileges, enticing for- 
ign business with tax incentives in the hope 
hat the wealth then created will seep 


This was the idea of Mr Zhao Ziyang, 
he Communist party boss who was ousted 
rom power in June for sympathising with 
he students. Under Mr Zhao, Guangdong 
was the main prop for the open door: it had 
hree ot China's four "special economic 
es". In a country where personal connec- 
e more in politics than the logic 
olicy, the danger is that Mr Zhao's poli- 
will fade along with him. 
essimists can already see the signs. The 








































































ive cut spending by state enterprises by 
95. Taxes on luxury items have been 
ised, and a tax on construction has been 
posed. Together, these things are slowing 
en headstrong Guangdong. According to 
Baring Securities, one Guangdong televi- 
n firm has seen its sales to the domestic 
arket fall from 1m last year to only 
,000 so far this year. There is talk that 


economic zones will no longer be able to 


: FROM OUR CHINA CORRESPONDENT 


TE WANT to guide students so 
s that they. become close to the 
' workers and peasants,” says China's 
. deputy minister of education. Which is 
«why China's unluckiest students are to 
be packed off either to the army or to 
< fields and factories. 

^ Let the deputy minister, Mr He 
~ Dongchang, explain: "During the unrest 
and counter-revolutionary turmoil we 
painfully saw how students had gone far- 
ther and farther along the road of bour- 
geois liberalism.” He means the stu- 
dents’ pro-democracy demonstrations 
last spring in Tiananmen Square, and 
their naive calls for reform of the Com- 
munist party and an end to corruption. 
A stint of “re-education”, by political in- 
- doctrination and manual labour, is the 
- obvious cure for the students’ wrong 
. headedness—just as it was during the 
- cultural revolution in 1966-76. 

| Surely history cannot repeat itself SO 
: ludicrously? So far the government's re- 
venge is being taken only on a small frac- 
tion of China's 1.9m college. students. À 
full year of military training is the fate of 
the first-year intake of Beijing University, 
and this intake will be only 800, rather 
than the 2, 000. originally planned. “A 
year or two" in the fields or factories 
awaits onm the 35.000 students who 


tral government's credit restrictions 













keep all the foreign exchange they earn; in- 
stead, they will have to give some to the cen- 
tral government. This spring’s upheaval has 
had an impact: production at the Coca-Cola 
factory in Canton has slumped because 
there are fewer tourists in China to buy ex- 
pensive soft drinks. 

But the pessimists overstate their case. 
Such is the meshing of Guangdong’s busi- 
ness and politics that, as one foreign busi- 
nessman puts it, "every party cadre here is a 


atii the students a lesson 


i 
| 
| 
should, next month, be starting their | 
graduate courses ("especially those inthe | 
social sciences”, as the China Daily put | 
it last week, pointing the finger at the | 
main source of "bourgeois liberalism”). | 
Yet however limited the waste of time | 
and intelligence, the pain will be real | 
enough for those involved. Soldiers, 
farmers and factory workers will not wel- 
come the students. The students, inex- 
pert and unmotivated, will increase in- 
efficiency and reduce profits (and so 
everyone else's bonuses) No wonder | 
many students fear being lost in a rural | 
limbo, disliked by the peasants but un- | 
able to get the documents needed to re- | 
turn to the cities. | 
Their best hope is not that the regime 
will somehow become liberal, but that it | 
will bend to economic pressures and ad- | 
ministrative difficulties. There is already | 
a lot of unemployment and underem- 
ployment in China’s towns and country- 
side, which is why people drift by the 
hundreds of thousands to Beijing and 
richer coastal provinces like Guangdong. | 
Forcibly putting students out to work 
would only add to these woes. Even Chi- | 
na's old-model conservative leaders may | 
quietly conclude that a phony re-educa- | 
tion campaign is not really worth the 
time, cost and effort. | 


| Zhao's men i 
^ scathed. Their purge would risk a collapse of 


in 1 Guangdong remaiit un- 


business and the end of foreign investment. 
Moreover, Guangdong businesses have 
enough foreign exchange stashed in Hong 
kong to sutvive all but the tightest of credit 
squeezes by the authorities in Beijing. - 

The debate, however, will be academic 


" unless foreigners still want to invest in 


Guangdong. Last month one Guangdong 
town, Henggang, agreed to lease 60m square - 
feet of land for 25 years to an American 
camera-making company. The company has 
put no money down, and it can lease the 
land on to others. Such a deal, the first to 

allow a foreigner to sublet Chinese soil, is 
sweetness indeed. 

Not everyone will be convinced. Some 
planned investment is bound to be can- 
celled, especially by large American compa- 
nies susceptible to the pressure of public 
opinion back home. But for others, espe- 
cially in Hongkong, the financial advantases 
of Guangdong are overwhelming. It cos: 
Hongkong company HK$500 ($64) a moi... 
to employ a hard-working girl at a factory in 
Guangdong’s Baoan. gnus. her equivalent 
in Hongkong would earn at least HK$4,000 
a month—and she would soon hop to an- 
other factory for better pay. That is why per- 
haps 2m people in Guangdong work directly 
or indirectly for Hongkong companies (to 
be joined by hundreds of thousands more if 
China devalues its currency). 

. If Guangdong suffers, so does Hong- 
kong—and since Hongkong provides two- 
thirds of China's foreign investment, China 
suffers too. Those practical Cantonese are 
praying that the gerontocrats in Beijing ap- 
preciate the link. 

EISNER 


Cambodia 


Where am |? 


N THE mountains and fjords of Norway 
no one is more knowledgeable of the ter- 
rain than Lieutenant-General Martin 


Vadset. On the border between Cambodia 
and Thailand this week he confessed that he 
was lost. The Norwegian general is in charge 
of a team appointed by the Paris conference 
ce to Camb c Yi ia. 


that is trying to. bring p pe 
Have a look round, the í 
him: Check whether the: Vietnamese are 
packing their bags, and what can be done to 





. make sure they go, as promised, by Septem- 


ber 26th. Talk to the government in Phnom 


i Penh and to the resistance. 


All this the general and his 14 assistants 


: of various nationalities have done, in so far 
-as they are able to. But, as strangers in Indo- 


china and with no knowledge of the lan- 
guages, they have had to rely on their hosts. 
This week General Vadset asked to see 
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| Where the resistance operated on 
der. His hosts were Thai soldiers. Reporters 
were prevented from accompanying the gen- 
eral. When he returned he was asked where 
he had been. He seemed upset. He did not 
know. The name of the place they had gone 
to had not been given to him. “It depended 
on the Thais,” he said. 

The general's experience underlines the 
difficulties the Paris conference faces in set- 
ting up what it calls "an international con- 
trol mechanism” for Cambodia. If the bor- 
der is perplexing, how much harder it will be 
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to police the jungles and mountains o 

ia. When the general’s team returns to 
Paris this weekend it will report on the feasi- 
bility of inspecting Cambodia. 

The Vietnamese withdrawal is not the 
only thing that has to be inspected. It is ar- 
gued that the Vietnamese want to get out, if 
only to win respectability in the eyes of the 
West, and reap the benefits of aid and credit 
this will bring; and it may prove to be true. 
Some 600 men will try to establish whether 
the Vietnamese are on their way out, and 
are not merely exchanging their uniforms 


Singapore gives America a helping hand 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HE Americans get little thanks for be- 

ing the nursemaid of East Asia. But 
there is always Singapore. Its prime minis- 
ter, Mr Lee Kuan Yew, has never grum- 
bled about having American soldiers in 
the region. Quite the opposite. In his view 
the Americans have provided the security 
within which Singapore and its neigh- 
bours have grown prosperous. 

It comes as no surprise therefore that 
Mr Lee wants to help out America over a 
big local difficulty concerning its bases in 
the Philippines. He is worried that the 
Americans may get so fed up over Philip- 
pine carping about the bases that they will 
move away. With this in mind, he got one 
of his foreign ministry officials, Brigadier- 
General George Yeo, to announce early in 
August that America could have “military 
facilities" in Singapore. 

The gesture is likely to be welcomed by 
the Philippine president, Mrs Corazon 
Aquino. She appears to be personally in 
favour of keeping the bases, which bring a 
lot of money into the Philippines and pro- 
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vide 68,000 jobs. But she is well aware that 
her country's sense of pride is affronted 
by playing host to the soldiers of a former 
colonial power. Why, her critics ask, is the 
Philippines the only country in the region 
to have such bases? If the Americans are 
so important to the security of South-East 
Asia, let others share the burden. Singa- 
pore's gesture will be useful to Mrs 
Aquino in the debate ahead over whether 
the leases on the bases should be renewed 
when they expire in 1991. She may stand 
again in the presidential election due in 
1992, so she needs to win this debate. 

Mr Lee is acting out of self-interest. He 
has no great love for Mrs Aquino. Singa- 
pore is perched at the centre of three sea 
lanes—the Straits of Malacca, Sunda and 
Lombok. Most of Japan's oil from the 
Middle East travels through them. Singa- 
pore would probably be a target in any re- 
gional conflict. Singapore, with Malaysia, 
has a defence treaty with Britain, Austra- 
lia and New Zealand. But the ability of the 
Philippine bases to support America's 
warships and aircraft gives Mr Lee greater 
comfort. 

The United States is grateful to Singa- 
pore for more than the offer of a bit of its 
territory. In making the offer, Mr Lee has 
strengthened America's bargaining posi- 
tion over the Philippine bases. Nothing 
that Singapore could provide would 
match the vast facilities of Clark air base 
and Subic naval base in the Philippines. 
But Singapore does have a splendid port. 
It already repairs and services American 
warships and is a transit point for Ameri- 
can transport aircraft. 

Singapore could thus offer a base for 
several warships and aircraft. Together 
with improved bases in Guam and possi- 
bly elsewhere in the Pacific, the Ameri- 
cans would have a plausible alternative to 
the Philippines. Although it would not 
match Subic and Clark, at least the Amer- 
icans will now be able to talk from 
strength when they meet Mrs Aquino's 


f Cam- 





x 
DES 
firi 


- 
ail 








for Cambodian ones. Xi x 
Policing Cambodia after the Viet 
ese go, if they do, is an even bigger task; it 
will require thousands of men. Even if s ct 
a force could be assembled, it may not | à 
allowed into the country. In May Vietnam’, 
foreign minister, Mr Nguyen Co ch, 
said that representatives of countries be- 


è 


longing to the United Nations would be ad- 
mitted into Cambodia, providing they paid 
their own expenses. The UN itself was not 
invited. Vietnam’s obduracy stems from the 
fact that Cambodia’s UN seat is held by the 
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| 
negotiators. | 

The Americans have been pondering | 
their Singapore-anchored alternative for | 
the past 18 months. In June they senta | 
team to Singapore to see what it has to || 
offer. This month the commander of the | 
Pacific fleet, Admiral Huntingdon | 
Hardisty, paid a visit. - 

The Singapore offer has apparently - 
upset Malaysia. Its foreign minister, Mr * 
Abu Hassan, wants the regional organisa- | 
tion ASEAN to discuss the proposal. ASEAN - 
has a plan, drawn up in 1971 and tucked 
away in a pigeonhole, for a “zone of peace, | 
freedom and neutrality” in South-East || 
Asia. It calls for America to reduce its mil- || 
itary presence in the region. But Thailand, |. 
which has military exercises with Amer- || 
ica, supports Singapore. Indonesia has || 
not commented on the offer but is pro- | 
American, as is little Brunei. If the matter. | 
does come before ASEAN, Malaysia is | 
likely to get a flea in its ear for trying to | 
resurrect a plan that most sensible people || 
had assumed was safely buried. ni 
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government in Phnom Penh. Vietnam 
-= wants the seat to be declared vacant. 
Meanwhile, in Paris, the chances of an 

agreement of any kind at all do not look 
- good. When the Paris conference started on 
im 30th it was attended by the foreign min- 
isters of 17 countries, including America, 
- China and the members of ASEAN, the 
« South-East Asia organisation. All these min- 
isters have now left Paris to put the world 
F. Eight somewhere else, leaving the details to 
— besettled by a handful of working groups. 
4 One group consists of representatives of 
à : a three resistance factions and the Phnom 
= Penh regime. It is supposed to agree on 
Cambodia’ s future government. The group 
= js meeting in private, but observation 
= through the keyhole suggests nothing but 
. dissension. The resistance, led by Prince 
Norodom Sihanouk, wants the Khmers 
Be Rcives to be represented i in the interim gov- 
— ernment that, it is hoped, will pave the way 
for a free election. Better to have them in- 
- side than outside. The Phnom Penh people, 
- Jed by Mr Hun Sen, refuse to accept the 
—. Khmers Rouges, recalling their murderous 
. record when they ran Cambodia. If the 
E. . deadlock continues when the foreign minis- 
. ters meet again in Paris on August 28th, the 
= early optimism will look pretty tarnished. 





~ Hongkong 
. Now they are 
E 


HE plight of Hongkong's unwanted 
Vietnamese is turning from tragedy to 
inim This week the Hongkong office 
| of the United Nations High Commissioner 
for Refugees said that several thousand boat 
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. One way out of the camps 





resistance, not by the Vietnamese-backed 


Sede on the island of Tai Ah Chau were 
near malnutrition, to the point of being vul- 
nerable to diseases that could kill them. 

Two weeks ago hundreds of Vietnamese 
broke out of the Sek Kong detention centre. 
A few days earlier, riot police had to be 
rushed to the Sham Shui Po camp to end 
fighting between gangs from northern Viet- 
nam. Last month, in clashes between in- 
mates and police at Sek Kong, one Vietnam- 
ese died of “unnatural causes” and four 
others were injured. 

Hongkong is finding it increasingly diffi- 
cult to handle the rising number of boat 
people washed up on its shores. In May 1988 
Hongkong was home to 13,700 Vietnam- 
ese—refugees enjoying “first asylum" in the 
British colony as a prelude to resettlement in 
America or some other dreamed-of country. 
A month later, as the numbers grew, the 
Hongkong government changed its policy. 
Since then boat people have been be treated 
as economic migrants—and so illegal immi- 
grants—unless they can prove a reasonable 
fear of political persecution back in Viet- 
nam. The intention is to deter new arrivals. 
Those judged to be illegal immigrants have 
been threatened with forced repatriation. 

The new policy has failed spectacularly. 
There are now 54,000 boat people in Hong- 
kong, by far the colony’s biggest expatriate 
community. They live behind barbed wire, 
in converted factories, in tents and on ferry 
boats turned into prison ships. Only 4,000 
or so are in open camps, with the right to 
move freely and work in Hongkong. No 
wonder so many others are tempted to 
squeeze through holes in the mesh, perhaps 
to find work or perhaps—as many Chinese 
allege—to beg and commit crimes. 

The Hongkong Chinese ask: why 
should the boat people be favoured when 
many fellow-Chinese, slipping into Hong- 
kong from the communist mainland, are 
sent back? In the Sai Kung country park, vil- 
lagers are trying to stop a new camp for boat 
people from being built. Show- 
ing a very un-Cantonese con- 
cern for the environment, the 
villagers say the camp will 
cause pollution. 

The truth is that, unless 
Vietnam suddenly turns itself 
into a capitalist democracy, it is 
not easy for Britain to recon- 
cile humanitarian duties and 
the pretty open hatred of 
Hongkong Chinese for Viet- 
namese immigrants. Only a few 
hundred boat people have vol- 
unteered to be repatriated to 
Vietnam. A group of 121 vol- 
unteers flew back to Vietnam 
on August 17th. For others, 
“involuntary” repatriation is 
proposed. 

But could such a policy be 
practised? The Americans, 





whose voice counts in Britain, are against it. 
The boat people have threatened to cofnmit 
suicide if they are sent back. 

The colony’s Chinese—who may be 
boat people themselves one day—should 
perhaps take a more balanced view of the 
numbers involved. The 54,000 Vietnamese 
refugees amount to less than 1% of the 
population of a place whose government last 
year had a budget surplus of HK$16 billion 
($2 billion). This flush government's latest 
concession is a promise to improve the boat 
people's diet on the island of Tai Ah Chau 
with deliveries of cooked rice and charitable 
donations of fresh fruit. 





Australia 


No time to borrow 


FROM A CORRESPONDENT IN CANBERRA 


AST year Mr Paul Keating said his bud, 

would "bring home the bacon”. T. 
week, after an overheated Australian econ- 
omy has contradicted most of his assump- 
tions, Mr Keating wasn't predicting when 
breakfast will be served. 

The treasurer, as Australia refers to its 
finance minister, plans a record A$9.1 bil- 
lion ($4.5 billion) budget surplus for the fi- 
nancial year 1988-89. Some of this will come 
from cuts in government spending, some 
from a higher income-tax take, some from 
making companies pay most of their 3996 
corporate tax in the year in which it was in- 
curred instead of a year later. There are poli- 
cies designed to encourage people to save for 
their retirements, making them less depen- 
dent on state pensions. All in all, Mr 
Keating is trying to deal with Australia's bal- 
ance-of-payments and inflation woes with- 
out causing a recession. 

Interest rates of 1896 and more will stay 
in place. They are intended to curb con- 
sumer spending, especially on impor 
which are still rising: July's current-accou 
deficit was A$1.7 billion. These rates make 
Australian mortgage costs among the high- 
est in the world; they will have to come 
down if Labor is to have a chance of winning 
the next election. It seems improbable that 
interest rates can start declining before the 
end of the year, but that still leaves some 
time. Àn election is not due until July next 
year, though it is expected earlier, perhaps 
in May. It could go either way: the opinion 
polls show neck-and-neck support for Mr 
Bob Hawke's Labor party and the Liberal- 
National party opposition led by Mr An- 
drew Peacock. 

The government's own poll«akers be- 
lieve the voters understand economics bet- 
ter than before, and that they will now ac- 
cept more reality and less vote-buying in 
economic policy. All the same, they give 
warning that Labor's credibility in manag- 
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Chinese culture Se l 
blends with the 
Ambassador spirit. 


At the Ambassador Hotel, you will find a distinctive blend of traditional Chinese culture 
and the "Ambassador spirit!” From Chinese decors and works of art to authentic Chinese 
cuisine and Chinese hospitality. And nowhere more so more than our Executive Floors 
and VIP Rooms where businessmen are pampered with our highest standard of service. 











Ambassador Hotel takes pride in being the ‘‘pioneer of the hotel industry"' in Taiwan. 
It has over 25 years of history, a fact attested to by local and foreigners alike, who on 
their visit to Taiwan have come to regard the Ambassador Hotel as the place where 
a blend of Chinese culture and the “Ambassador spirit" means an unforgettable 
experience in a lifetime. 


THE 
AMBASSADOR 
HOTEL 

TAIWAN 


XIE 


Taipei Ambassador: 63, Chung Shan N Rd., Sec2, Taipei, Taiwan, R.O.C. Tel: (02)551-1111 Telex: 11255, 11184 Cable. AMBASATEL Fax 886-2-561-7883, 886-2-531.5215 
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Kaohsiung Ambassador: 202, Min Sheng 2nd Rd Kaohsiung, Taiwan, R.O.C. Tel: (07)211-5211 Telex: 72105, Cable. AMTELKAO Fax. 886-7-281-1115. 886-7-281-1113 A 
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identity | 


Nineteen years experience designing identity 
programs for corporations in the UK, continent 
of Europe, USA, Australia and Japan. 

For a brochure please fax your request to: 


Roger van den Bergh, 

Atlantic & Pacific Design Group, Inc. 
2] East 22nd Street 

New York, NY 10010 

Telephone 212 254 6670 a 
Telefax 212 475 6929 E 
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Questions for Keating 


ing the economy is in serious doubt. 

Last year Mr Keating badly miscalcu- 
lated the strength of domestic demand. He 
predicted that the current-account deficit 
would be A$9.5 billion and inflation only 
4.5%. In fact, prices rose 7.6% and the defi- 
cit was A$17.7 billion. This added steeply to 
Australia’s already high overseas debt, 
which, at A$105 billion, puts it behind only 
America’s, Brazil’s and Mexico’s. 

This time Mr Keating forecast GDP 
growth of 2.7%, compared with this year’s 
3.3%. He predicted inflation of 7.5% and an 
increase in average earnings of 7%. That 
would mean a rise of 1% in real unit labour 
costs, compared with a fall of 3.1% last year. 

Mr Keating is keeping fingers crossed 
that world commodity prices will stay up 
and wages will not take off. A strike by air- 
line pilots who want 30% more pay could, if 
successful, start a wages breakout. The Aus- 
tralia Council of Trade Unions is restive. It 
does not like the way bargaining is going 
over proposals to tie pay rises to higher pro- 
ductivity and an end to restrictive practices. 

Mr Peacock said the budget was the 
work of a tired government. He may be 
tight. But would the opposition’s policies be 
any fresher? 





Pakistan 


Recalling that 
fatal moment 


FROM OUR ISLAMABAD CORRESPONDENT 


NE year ago General Zia ul Haq was 
killed in an air crash. Democracy was 
restored in Pakistan and Miss Benazir 
Bhutto was elected prime minister in No- 
vember. Not everyone in Pakistan considers 


20 


the results of these events beneficial. Miss 
Bhutto’s fiercest opponent, Mr Nawaz Sha- 
rif, chief minister of Punjab, is trying to use 
the occasion of Zia’s death as a weapon 
against her. 

On August 17th, the anniversary of the 
crash that took Zia’s life, Mr Sharif and 
other opposition leaders were due to attend 
what they hoped would be a mammoth rally 
in Islamabad. The government banned po- 
litical meetings in the capital, but this was 
ostensibly a "religious ceremony”. Mr Ejaz 
ul Haq, Zia's son and the moving spirit be- 
hind a would-be mass movement in his 
name, said that the meeting consisted of “all 
those who loved and respected my father”. 
This week's rally was planned as the first of a 
series. Mr Sharif and his followers hope to 
cause enough commotion to force an early 
general election. 

They are probably over-optimistic. Miss 
Bhutto's government is widely regarded as 
inefficient, but it is still young enough to 
blame the country’s ills on General Zia's re- 
gime. Although the ordinary Pakistani has 
not seen his quality of life improve since 
Miss Bhutto took power, neither has his 
hardship got worse. Miss Bhutto will have to 
prove herself if she hopes to be re-elected, 
but she probably has some time in hand to 
do this. 

One way she hopes to win popularity is 
by being seen to stand up to the army. In 
May she removed the head of military intel- 
ligence and replaced him with a man pre- 
sumed to be more sympathetic to her own 
thoughts about Pakistan's policy towards 
Afghanistan. Miss Bhutto may be about to 
pounce again. A government leak this week 
suggested that she intends to remove Admi- 
ral Iftikar Sirohey, chairman of the chiefs of 
staff; he was close to Zia. It is assumed that 
she would replace him with General Aslam 
Beg, the army chief. It was General Beg who 
ensured that last November’s general elec- 
tion went ahead. 


In what may be an attempt to warn off 
General Beg from supporting Miss Bhutto, 
the opposition is demanding an investiga- 
tion of what it calls the suppression of the 
report on the crash that killed Zia and 29 
other people, including five generals. The 
hint behind the demand is that senior army 
officers were responsible for the crash. A re- 
port by a Pakistani air force team said the 
aeroplane had probably crashed because of 
“a criminal act or sabotage”. No culprit has 
been named. 

This is dangerous ground for Mr Sharif 
to be treading on. The army does not like to 
be suspected of murder. However, he may 
be getting desperate. His position in Punjab 
may be crumbling because of the federal 
government’s use of its powers to under- 
mine him. Ittefaq, the industrial group 
owned by Mr Sharif's family, has been de- 
nied the railway wagons it needs to trans- 
port scrap iron from Karachi to its foundries 
near Lahore. More than half of Ittefaq's 
plants have been shut down, throwing sot 
3.000 people out of work. The oppositi 
alleges that government-controlled banks 
are refusing loans to the company. 

Neither Mr Sharif nor Miss Bhutto is 
likely to be pleased about another develop- 
ment, the probable return of Mr Malik 
Ghulam Mustapha Khar to the prime minis- 
ter’s party (he now calls himself an indepen- 
dent). He was the chief lieutenant of Miss 
Bhutto’s father, and his ruthless effective- 
ness as the populist governor of Punjab in 
the 1970s earned him an enduring fame 
which outshines that of any ruling-party fig- 
ure save Miss Bhutto herself. 

One woman who knows Mr Khar said 
that if he returned to Punjab politics he 
would “make one mouthful” of Mr Sharif. 
With his second gulp he would probably 
take in much of Miss Bhutto’s party—which 
is one reason she is hesitating to welcome 


him back. 
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je eir differences on culture. and 


ic in big is rising. By ese to one, 
«americans say they now see Japan as a 
greater threat than the Soviet Union. 

And the worm is turning. America- 
bashing is in vogue in Japan, where the trou- 
bles of the Liberal Democrats and the recent 
success of the Socialists are nudging the 
country down a more nationalistic and pro- 
tectionist path. 

Most Japanese reckon that America’s 
domestic economic policy, specifically its 
budget deficit, is responsible for the trade 
gap between the two countries. Mr Taro 
Nakayama, Japan’s foreign minister, said on 
August 11th that America’s failure to pene- 
trate the Japanese market was its own fault. 
The Washington correspondent of the Ja- 
pan Times, Mr Ayako Doi, commented re- 


cently that Japanese editors now want am- | 
‘munition for America-bashing, not fair a 


assessments. 


. American explanations for the bilateral 
ade deficit ($55 billion in 1988) have grad- 


lly shifted. At first, the imbalance was ac — 


cepted as a consequence of the strong dollar 
and the budget deficit. Then, increasingly, it 


was put down to Japanese protectionism, 


- this explanation reaching its zenith during 


m Representative Richard Gephardt’s presi- 


ist year. Now the ground 
i uifting again, to “structural impedi- 
- ments". These consist of Japan's distribu- 
. tion system and its arcane ways of doing 
- business which, say American companies, 
| stand in the way of American sales success in 
- Japan. Notice that the explanation has 
~ steadily evolved from blaming America for 
A the deficit to blaming Japan. 


ntial campaign la: 










The explanations offered for Japan's in- 





- dustrial success follow a similar evolution. 










minding Japan's post-1945 economic 


ipanese are better than 
selling things, argue 
just that they are dif- 
new to the United 
apan, where cultural 
unique 


| striae cesignedly : agreeing 


An early one, set forth in a 1982 book by 
halmers Johnson, credited the Ministry - 
iternational Trade and Industry with - 





































miracle. This i interpretation was more a crit- 
icism of America for failing to adopt an in- 
dustrial policy than a paean of praise for Ja- 
pan. In that form it still lingers, especially 
among the high priests of high-definition 


television who see government-led consortia 


as the elixir that the American electronics 
industry needs. 

But MITI worship fell out of fashion as 
the ministry's mistakes became clearer. lt 
gave way to micro-explanations that blamed 
American policy less and credited Japanese 
practices more. Things like the high Japa- 
nese savings rate, the diligence and innova- 
tiveness of Japanese engineers, the short- 
term outlook of American investors—all 
wére emphasised. Mr Clyde Prestowitz, a 
former trade negotiator with Japan, wrote in 
his book “Trading Places" of the Japanese 


i having invented a new form of capitalism. 


A third interpretation is now in fashion: 


culture. The two books that have caught the 


“current mood, James Fallows’s "More Like 
Us" and ' ‘The Enigma of Japanese Power” 
-by Karel van Wolferen (who is Dutch) are 


essentially telling Americans: do not try to 
beat the Japanese at their own game; they 
are culturally better suited than Americans 
to getting the most out of their kind of cap- 


_ italism. They work longer hours for less re- 
' ward; they conform; they save; they have a 


loyalty to domestic products that stems as 


much from prejudice against foreigners as 


from rational economic choice. For the Japa- 
nese, free competition is abhorrent chaos: 
for the Americans, free chaos is creativity it- 
self. The Japanese have made their economy 





a heaven for producers and a hell for 
consumers. : 

Some of this is true, though there is 
cious little justification for the basic 
sage: that the Japanese are irrational 
sumers. If they are—if Japanese-Ame x 
differences are cultural, indelibly imprints 
into the character somewhere between me 
osis and university—then the traded 
cannot be cut by reducing the budget defic 
or the exchange rate, creating MITI on tl 
Potomac or doppia the unero of Am 


clusion long ago. A recent poll in Bu: 
Week found 79% in favour of quota 
sure the entry of American goods t 
and 69% in favour of quotas to limit: 
port of Japanese goods to the | 
States—considerably higher perce 
than favoured. tarifs on lapanese goo 
outmoded "solution" based on a. 
tural explanation. Business is rea 
same conclusion, too. In February t 
sory committee for trade policy and. n 
tions, à businessmen's group, called 
sults-oriented negotiations". Congres: 
been a convert for months, led by D 
crats such as Mr Gephardt (who is le 
Japanese, the better to manage trade) 
Senator Lloyd Bentsen, but with the 
port also of many Republicans. | 
That leaves the administration as : 
bastion of free trade. Is it crumbling? 
Robert Mosbacher, the commerce sec 
speaks of Japan’s subtle barriers. Mrs 
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AMERICAN SURVEY 


Hills, the American trade representative, 
talks of the need to use threats of retaliation 
to lever markets open. Mr James Baker, the 
secretary of state, is probably a convert to 
the cultural argument. All have come a long 
way from the Reagan era’s laisser-faire talk. 
That does not make them practising protec- 
tionists any more than Mr Reagan’s talk 
made him a practising free trader. What it 
does ensure is that they will drive hard bar- 
gains at a time when Japan’s policy-makers 
are under pressure to be newly assertive. 

A new book, “The Japan that Can Say 
'No"" by Akio Morita and Shintaro Ishi- 
hara, is every bit as vicious in its America- 
bashing as any Japan-bashing book pub- 
lished in America. The authors are not 
extremists: Mr Ishihara is a former transport 
minister who ran, not very seriously, for 
prime minister this month. In the same 
breath, he both scorns America for its weak- 
nesses and wails with self-pity at Japan’s 
helplessness in the face of such a bully. “It is 
our choice. We must bluff to counter Ameri- 
can bluff, otherwise we will continue to be 
the loser,” he writes: 


American racial prejudice toward Japan is very 
fundamental and we should always keep it in 
mind when dealing with the Americans . . . In 
short, their historical prejudice and cultural 
narrowness has reached a point where they can- 
not see another’s point or see the value of an- 
other culture. All this has made Americans, in 
the postwar period, very irritable on the issue. 


Are these two great nations, whose relations 
one way or the other mean a lot for the 
world's peace and prosperity, fated to hate 
each other? If they continue to focus on real 
or imagined cultural differences, it is a seri- 
ous danger. To Americans, the obsession 
with racial purity, contempt for foreigners, 
sexism and conformity of life in Japan are 
repellent. To Japanese, the self-righteous ob- 
session with "rights" , the disorder, the prof- 
ligacy and the self-indulgence of Americans 
are just as bad. “The more I hear Americans 
bellowing complaints that Japan is unfair, 
the more I would like them to calm down 
and think," cries Mr Ishihara in near 
despair. 

In both countries the school that urges 
calm discussion (or, the bashers would say, 
appeasement) is on the defensive. Threats 
and ultimatums may be taking over. And to 
blame culture is to blame something that 
seems immutable. 

But it is not. Listen to Mr Fallows quot- 
ing an Australian who visited Japan just be- 
fore the first world war: 

My impression as to your cheap labour was 
soon disillusioned when I saw your people at 
work... You are a very satisfied, easy-going 
race who reckon time is no object. When I 
spoke to some managers they informed me it 
was impossible to change the habits of national 
heritage. 


Culture changes—and will change again. 
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Education 


Phillips in Osaka 


ENID, OKLAHOMA 


EN Mr Tanezo Yamazaki, the cre- 
ator of ten trade-schools in Japan, 
turned up in Enid, Oklahoma, last year 
looking for an American college to buy, the 
city fathers would have gladly accepted his 
$24m offer for Phillips, a liberal-arts college 
founded in 1906 by the Disciples of Christ. 
The town, once happy with its oil and 
wheat, is sadly down at heel. But the univer- 
sity demurred, holding out instead for a 
branch campus in Japan, to be built by Mr 
Yamazaki and managed by Phillips. 

A couple of weeks ago, 14 students from 
Phillips University of Japan in Osaka arrived 
to spend a month on the parent campus, im- 
proving their English and getting direct ex- 
posure to American culture and ways. The 
Osaka campus, with 850 students, is already 
bigger than its parent: it offers a liberal-arts 
curriculum, to be taught, eventually, half in 
English and half in Japanese, with a Phillips 
degree at the end. The partnership has not, 
as yet, let loose a flood of yen on Enid but 
the university, and the town, have high 
hopes that the Osaka campus will be a rich 
source of tuition-paying students: the 14 
pioneers are being treated most tenderly. 

Phillips is one of a growing number of 
colleges hoping to peddle American-style 
higher education to the Japanese. The deals 
range from simple student exchanges 
through branch campuses to something ap- 
proaching a takeover. Temple University in 
Philadelphia has had a branch campus in 
Tokyo since 1982. Salem College, a small 
school in rural West Virginia has been 





Absorbing American culture 


Guns in the bed ' 


ENID, OKLAHOMA 


LITTLE tale about the town of 

Enid this spring could be illumi- 
nating for its Japanese student-visi- 
tors. Mr Lih Fong Chew, a Phillips 
student, was found to have a stock- 
pile of semi-automatic guns, hun- 
dreds of rounds of ammunition, gun- 
powder, detonating devices and 
sodium cyanide in his dormitory 
room. Rumour linked Mr Chew to 
the Japanese Red Army. Mr Bob Bur- 
nett, Enid’s sheriff at the time, did 
nothing to pooh-pooh the terrorism 
scare. After all, as he told reporters, 
the city was about to host an impor- 
tant occasion: the Tri-State, an an- 
nual high-school marching-band 
competition. 

But then it turned out that Mr 
Chew, an ethnic Chinese from Singa- 
pore who belonged to all the local ri- 
fle clubs, was an unlikely member of 
the Red Army. The weapons and 
chemicals in his room could all be 
bought over the counter. Mr Chew 
was fined $750 restitution for shoot- 
ing at a building, and suspended from 
Phillips. Mr Burnett was turned out 
of office at the polls. So that’s all right 
then, said the town. 


merged with Teikyo University, a 20,000- 
student establishment, to become Salem- 
Teikyo University. Warner Pacific College 
in Portland, Oregon, sold 49% of its campus 
to Amvic International, which runs a chain 
of English-language schools in 
Japan, and then leased it back. 

For many small American 
colleges, floundering in a 
shrinking pool of applicant 
the hope of Japanese studer 
is a life-raft. But some, such as 
Southern Illinois University 
with its branch campus in 
Nakajo, are inspired with a 
more evangelical approach. 
The Foundation for Interna- 
tional Economic Policy, 
founded by Representative 
Richard Gephardt and based 
in St Louis, has the grand aim 
of an American branch cam- 
pus in every Japanese prefec- 
ture. It wants to boost the 
number of Americans studying 
in Japan and, according to its 
executive director “try to revo- 
lutionise and reform the educa- 
tion system in Japan”. 
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WASHINGTON, DC 


HE battle over whether to teach Ameri- 

can children a little of the pernicious 
doctrine known as evolution has moved 
from the law courts back : 
The creationists' att 
science" taught alo 
schools were thy 
Court, on the gre 
not science but 
teaching is unco 
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by the Supreme 
at creationism is 
ind. therefore its 
: ful in watering down any 
." mention of evolution in biology textbooks. 
This year, the evolutionists are fighting 
back. 
- California and Texas are choosing new 


ttbooks from which to teach their chil- 
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- from creationists, Texas had issued guide- 
- lines saying not only that alternative theo- 
. ties should be mentioned in textbooks but 
àt evolution should be presented as 
nly" a theory. This is like insisting that 
. flat-earthism be taught alongside the only-a- 
¿theory that the earth is round. (Scientists 
' use the word theory to mean a rather water- 
tight and tested set of ideas; colloquially, 
= people use it to mean the opposite—a top- 
.. ofahe-head guess.) 
California's book-adoption board, un- 
ve influence of the state's energetic 















A view of Darwin that lives on 


education superintendent, Mr Bill Honig, 
has been rejecting this “dumbing down" 
since 1986. This year it drew tough guide- 
lines for its biology textbooks: the discus- 
sion of creation, it ruled, belongs to religious 





WASHINGTON, DC 


] '*REATION scientists subscribe to a 


M jumble of half-truths. that they say 
_ prove Darwin wrong and Genesis right. 






|| Their “science” is not endorsed by any 


established church. The Pope has con- 
| demned it. A Lutheran priest testified 
against it in California last month, claim- 


_. ing that he represented most of mainline 


Christendom. But enough evangelical 


. preachers (Pat Robertson, for instance, 


and Jimmy Swaggart) endorse it for most 
of Bible-belt America to confuse it with a 
_ belief in God—and therefore to like the 
| ida. 
Creation scientists say they can 
prove, scientifically, five things. All 
-methods used to date the age of the earth 
are inaccurate (true). Life’s complexity 
implies the existence of a creator (to 
many an attractive belief, but neither 
verifiable nor falsifiable). There are no 
transitional forms in the fossil record 
(nonsense). All fossils were created and 
deposited in one year following the Bibli- 
cal flood (funny they ended up in such 
neat order all over the world). Finally, 
man and dinosaurs co-existed. 
This last is the only proposition for 
which they offer conventional “proof”. 
| Their evidence for the other proposi- 


tions consists mostly of obfuscation of 
the "there's life on Mars—they did an 
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In the beginning God created... 




































books, not biology books. _ | 
Texas may now be plucking up co 
to follow California's lead. In March i 
gested that its biology books should in 
evolution. This made the creationi 
ous. One of them predicted that "it 
plunge our schoolchildren into 
darkness and make them act lik 
(this is a common argument: a Georg 
in 1980 described the teaching of ev 
as the direct cause of incest and adu 
After a campaign orchestrated by f 
mentalists, Texas relented, but not a 
way: it now calls for the teaching of alt 
tive theories to evolution "if any". - 
There has been a curious revers 
roles here. In the Scopes trial in Ten 
in 1925, the creationists worr the. 
(Scopes was convicted and fined for 
ing evolution), but the evolutionists wo 
argument. This was less to do with 
than appearance. Scopes was a pers 
martyr to free speech. Now, cleverly 
creationists have turned the tables ar 
guised their educational terrorism as an 
peal for free speech. Ae 
In Idaho one biology teacher 
taught that the earth was 6,000 years 
and fossils were put there in Noah’s ti 








experiment on rats that proves it" vari- - 
ety. But in the Paluxy River in Texas, 
they claim to find fossil dinosaur tracks 
and fossil man tracks criss-crossing each 
other. This sounds convincing until you 
see the man tracks, which are blurred de- 
pressions that could have-been made by 
anything from an ostrich to a hippo and 
were probably made by relatively small 
three-toed dinosaurs of a type commo 
in the area at the time. ME 

These arguments emanate mostl 
from the Institute for Creation Scienc 
in California, where a few miscellane 
ex-scientists (none of them biologi 
who believe in creationism present the 
selves as free-thinking researchers. ' 
knots into which they tie themselves. 
illustrated by the case of Archaeopter 
a fossil animal that was half-way betwe 
bird and small dinosaur, and thus a st 
in an evolution. Nonsense, said t 
creationists, it's just a bird with ta 
teeth and claws: nothing reptilian abo 
it. Then along came Sir Fred Hoyle witl 
his (refuted) charge that the feather 
were faked. Told you so, said th 
creationists, it's just a reptile: nothin: 
bird-like about it. California has recent} 
revoked the institute's licence to gran 
science degrees, saying it teaches 
religion. 
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has been championed by the local commu- 
nity after being attacked by both the state 
and the church. The sympathy is with the 
underdog as it was in Scopes's day. One 
poll, by the Dallas Morning News in 1987, 
found 70% in favour of teaching 
creationism. All we ask, say the creationists 
beguilingly, is for equal time: tell children 
about both creation and evolution. 

Here is a perverse result of the first 
amendment to the constitution, which for- 
bids an established religion. Freed to teach 
the bible in state schools, fundamentalists 
might leave biology alone (as they mostly do 
in Europe). Few biologists would object to 
the contamination of children by religion 
outside the biology class. After all, Charles 
Darwin trained for the priesthood. 





Computer exports 


Trade victory 


WASHINGTON, DC 


R ROBERT MOSBACHER, the sec- 

retary of commerce, declared victory 
this week in his fight with the Defence De- 
partment over the export of personal com- 
puters to the Soviet Union and other com- 
munist countries. Indeed, he rubbed salt in 
the wound. He refused, despite a fierce pub- 
lic assault from the defence secretary, Mr 
Dick Cheney, to back down from his July 
decision to remove controls on these ex- 
ports. And, in response to pressure from 
America’s partners in Cocom (the Paris- 
based organisation that governs transfer of 
western technology), the new rules an- 
nounced on August 15th extend the cate- 
gory of decontrolled computers to include 
some laptop models that were not let 
through last month. 

The Pentagon, aggrieved, is keeping 
mum. Defence officials dispute Mr 
Mosbacher’s view that the desk and laptop 
computers are so freely available in non- 
Cocom countries as to make export controls 
on them pointless. They have carried their 
concerns to Congress. The Senate earlier 
this month added a provision to the defence 
bill demanding a full report, plus recom- 
mendations for avoiding another interde- 
partmental row. These might lead to an 
amendment to the Export Administration 
Act requiring Commerce to consult for- 
mally with Defence before relaxing export 
controls. 

Behind the bureaucratic turf-war lurks a 
genuine clash between commercial and de- 
fence interests. There is strong industrial 
pressure, encouraged by the warming rela- 
tionship between East and West, to permit 
the export of all kinds of computers and 
electronic equipment to communist coun- 
tries. Some companies argue that, if the ad- 
ministration does not relax its rules soon, 
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they will simply lose out to rivals in other, 
perhaps less scrupulous, countries—a way of 
putting things that is designed to appeal to 
Mr Mosbacher’s concern with competition 
on a level playing-field. 

The Pentagon, for its part, argues that 
powerful mini-computers have an increas- 
ingly significant defence role. Some of their 


experts mutter about the risk of top-class 
western computer technology helping. the 
Russians to devise a way of detecting the 
Stealth bomber—thus sending a $70 billion 
American investment that is already under 
attack in Congress down the drain. If they 
press that point, friction could turn to open 
war. 





Atlantic City 
Go to jail 


ATLANTIC CITY 


HE properties in America’s version of 

“Monopoly” are in Atlantic City, a 
beach resort on the New Jersey coast that is 
given over to casino gaming. Just as in the 
board game, the real players in the real At- 
lantic City often go to jail. They include 
leaders of four of the resort’s past six admin- 
istrations. If the state police get their way, 
they will soon be joined by leaders of the 
present administration as well. 

The last mayor, Mr Michael Matthews, 
is still in a three-tennis-court federal jail in 
Allenwood, Pennsylvania, where he is serv- 


iB or 


ing a 15-year sentence for accepting bribes 
from mobsters. He chuckled as he chatted 
on the telephone with a local newspaper re- 
porter who called him about the recent ar- 
rest of his successor, James Usry. Mr Usry 
defeated Mr Matthews in a recall election in 
1984 by promising to clean up the city. 

A Republican, Mr Usry is the first black 
mayor of Atlantic City and is president of 
the National Conference of Black Mayors. 
He and the 13 other local businessmen and 
municipal officials who were arrested with 
him are now out on release. They are trying, 


Ute illum. act 


The games that keep the city poor and corrupt 


rather unconvincingly, to go about their 
business while a grand jury in the state capi- 
tal of Trenton ponders the case against 
them. 

The case comes out of an investigation 
code-named “Operation Comserv". It is 
based largely on secret tape and video re- 
cordings made in an eight-month und-- 
cover operation by Mr Albert Black, a por 
local businessman. Mr Black says he volur- 
teered to be wired for sound by the police 
after being told by members of the resort's 
zoning board that he would have to perform 








"community service" before he could re- 
open a petrol filling station. "Community 
service” is alleged to be a euphemism for the 
bribes routinely extracted for municipal li- 
cences, contracts and concessions in Atlan- 
tic City. 

Corruption has dogged the resort for as 
long as anybody can remember. The Repub- 
lican machine of Louis Kuehnle produced 
more votes than there were voters in elec- 
tions. When Kuehnle fell in 1911, power 
was seized by his friend Enoch "Nucky" 
Johnson, who ran Atlantic City until he was 
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chine dominated Atlantic City for the next 
30 years. 

For its citizens, the big difference is that 
Atlantic City was once white, prosperous 
and corrupt and is now black, poor and cor- 
rupt. Its fame as “the Queen of Resorts” has 
gone. The convention business and family 
holidays take increasingly distant second 
and third places to gaming. Few of the many 
billions of dollars that are bet each year in 
the beachfront casinos that line the board- 
walk splash over into the rest of the town 
(see page 56). 

The casinos' employees have followed 
Atlantic City's business and professional 
people inland to live in places that are 
mainly white and relatively affluent. De- 
crepit parts of the downtown area, with 
boarded motels, empty sites and cracked 
streets, are now known locally as “Beirut”. 
Drug addiction is as pervasive as corruption. 
“lantic City has the highest crime rate in 

w Jersey. The new county jail that was 
opened to relieve overcrowding five years 
ago already holds nearly twice as many pris- 
oners as the number it was designed for. 

. Prominent local citizens, surviving 
members of what was once called “the com- 
mittee of 50”, want the state to take over the 
government of Atlantic City temporarily. 
But Mr Al Glasgow, the hard-boiled pub- 
lisher of an insiders’ newsletter on gaming in 
Atlantic City, says that political scandals are 
good for the boardwalk. Since they dissuade 
other states from legalising casinos, they 
thus reduce the risk of gamblers being lured 
away. 





Traffic 


Getting smarter 


! ^S ANGELES 


NURSING your local traffic jam? Try Los 
— Angeles's freeways in the rush-hour. 
The city boasts the three busiest roads in the 
world; daily delays clock up 500,000 vehicle- 
hours. And things are getting worse. Plan- 
ners reckon that in the next 20 years the 
number of daily car journeys will rise by 
4096, the proportion of trips suffering seri- 
ous delays will rise from 1096 to 5096, and 
the average speed on the freeways will be cut 
in half 
There is no shortage of solutions on of- 
fer. The car lobby wants $20 billion spent 
on new freeways, for which there may not be 
room and which would not reduce hold-ups 
for long. Local authorities dream of repeat- 
ing by diktat the experience of the 1984 
Olympics, when increased car-pooling, bus- 
riding and staggered journey-times kept Los 
Angeles blissfully free of traffic jams for two 
weeks. But Californians dislike rules. Rail 
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jailed for yx evasion in 1941. Control then 
passéd to Frank “Hap” Farley, whose ma- 
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Last stop before the soda fountain 


Jalopy nostalgia 


LOS ANGELES 


IRED with the fervour of a Georgian 

conservation group, Angelenos are 
fighting to preserve an automatic car- 
wash. The 1954 structure, at the intersec- 
tion of Laurel Canyon and Ventura Bou- 
levard in Los Angeles’s Studio City, is 
closing in September and is later to be 
pulled down—unless local residents can 
save it. 

The car-wash has a triple-boomerang 
steel structure on the roof that makes it a 
distinctive local landmark. It stretches 
the language to call it great architecture, 
and the city's cultural-heritage commis- 
sion recently refused to list it as a cultural 
monument. Undeterred, the save-the- 
car-wash campaign persuaded the coun- 
cil to order an environmental-impact 
study that will delay demolition for an- 
other six months. Nostalgia rather than 
love of art lies behind the campaign. Mr 
Jack McGrath, its leader, gets misty-eyed 


enthusiasts pour their hopes into a new light 
railway, whose first line from Long Beach to 
the city centre will open next year. Los 
Angeles's street-car system fell into disuse 
partly because it could not adapt to new sub- 
urb-to-suburb commuting patterns. The 
new railway runs the same risk. 

The most promising solutions rely on 
new technology. CALTRANS, the state's 
transport department, is sponsoring re- 
search in three areas: 

e Smart streets, equipped with road sen- 
sors that monitor traffic flow and are linked 
to central computers that instantly adjust 
trafic lights and freeway-entry meters to 
smooth the traffic. Since the Olympics, Los 
Angeles has had automated traffic-signal 
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over the 1950s when young teenagers || 
would gather in the evenings at the car- 
wash before going off to the local soda — 
fountains. Mr McGrath would like the | 
developer who owns the site to incorpo- | 
rate the car-wash into: his rebuilding || 
plans, and has got a local architect to || 
show how it could be done. EE 
The developer, Mr Ira Smedra, will 
have none of it. He wants to build—you | 
guessed it—a shopping mall to add to the 
hundreds already there. Unimpressed by 
local threats to boycott his shops if he 
tears down the car-wash, he points out 
that he bought the site on the open mar- 
ket and that his plans are consistent with | 
zoning restrictions. The most he will of- || 
fer the conservationists is the preserva- 
tion of the boomerangs somewhere else. 
Like good archaeologists, the campaign- 
ers reply with talk of the need to preserve 
them on their original site. 


control in the city centre. Now it plans a 
more extensive system in the streets that 
parallel to the Santa Monica freeway. | 
experiment should be operating by 1991. 

e Pathfinder, which will place computer 
screens inside cars, giving drivers up-to-the- 
minute advice on accidents or jams ahead. 
Researchers point out that half the conges- 
tion is caused by accidents or breakdowns; 
they reckon Pathfinder information for mo- - 
torists could get rid of most of that. To tie in 
with neighbouring smart streets, the system. 
will be tested along a stretch of the Santa - 
Monica freeway. The two should be working. 

together by the mid-1990s. E. 
e Smart cars, fitted with radar and a sort of. 
inverted cruise control. The radar points A 
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be controlled too through sensors in the 
ad-lanes. lt is estimated that the use of 
these new tools could double or triple free- 
way capacity by permitting narrower lanes 
id reducing the gaps between cars. The 
in Diego company that makes the radar 
lision-control equipment plans to start 
sting it shortly, though it will be some 
ears before enough smart cars are ready to 
e a full freeway experiment. __ 
CALTRANS hopes to persuade by incen- 
The collision-control radar currently 











)ore are produced. But drivers who buy 








ie researchers’ long-term goal is an auto- 
ated highway rather like the fly-by-wire 
ystem of modern airliners that takes the 
control of cars out of drivers’ hands from 
he moment they get on the freeway to the 
oment they leave. 

= Although California's car enthusiasts 
ay not enjoy being under outside control 
y more than do most airline pilots, this 
may be preferable to the present stress and 
at of summer freeway jams which, in the 
ast, have led to people shooting one an- 
her. Except, of course, they will then have 
to find somewhere to park all the extra cars 
hat the new technology allows on to the city 


streets. 












































Medicaid 


Asking for more 


IROVIDING health care for poor peo- 
-ple is a complicated and expensive busi- 
ess that requires Congress and the 50 state 
vernors to work in tandem. That co-oper- 
on is now endangered. Congress is de- 
inding that the states spend more on pre- 
tal care—and the states are rebelling. 
` The Medicaid law, passed in the 1960s 
an afterthought to the Medicare pro- 
ramme for old people, left it to the states to 
ecide which people, mainly women and 
hildren, were sufficiently impoverished to 
ualify for free health care. (People receiving 
Yoney under the programme for aid to fam- 
ies with dependent children are covered 
utomatically.) Not surprisingly, many poor 
Or mean) states decided that very few 
Yould be chosen, setting the qualifying 
el. of poverty at rock bottom. As time 
sed, the states, urged on by Congress, 
ave raised the level. Now Congress wants 
hem to raise it again, specifically for preg- 
nt women and babies. un 
The federal government, which pays the 
le cost of Medicare, pays on average 
t 55% of Medicaid: wealthier states 


lly braking the car. Side movements may. 


st $10,000 a car though the price will fall - 


ll benefit from lower insurance rates and. 
ight be allocated special freeway lanes. | 



























have to match the federal contribution, 
poorer states pay less (Mississippi is required 
to pay only 20%). During the 1980s, Con- 
gress, growing impatient, issued a series of 
“mandates” requiring the states to extend 
their Medicaid rules to include more prena- 
tal and infant care. A further set of man- 
dates, again raising the poverty qualifica- 
tion, are expected to be included in the 1990 
budget bill. 

The governors, who, unlike the federal 
government, are obliged to balance their 
budgets, are lobbying to prevent this from 
happening. They complain that they have 
not yet had time to raise the money for the 
mandates issued in 1987 and 1988 and that 
Medicaid is taking money from other ser- 
vices, such as education. At the National 
Governors’ Association meeting in Chicago 
at the end of last month they wrote a resolu- 
tion calling on Congress and the White 
House to issue no more mandates for the 
next two years. Only two of the 50 gover- 
nors failed to sign this non-binding docu- 
ment: New York’s Mario Cuomo and Loui- 
siana's Buddy Roemer-the latter not 
because he disapproved but because he 
could not be found to sign it. 

This clash with Congress comes at a 
time when the southern states, which tradi- 
tionally have a poor record on infant mor- 
tality, have been trying to do something 
about it. The Southern Regional Project on 
Infant Mortality, created five years ago to try 
to close the gap between the South and the 
national average, has issued a report show- 
ing some improvement between 1983 and 
1987 in about three-quarters of the south- 
ern states. One exception is Washington 
DC, not a state but a mainly black city where 
the infant mortality rate increased. The dif- 
ference in the rate between black and white 
Americans (see chart) is a striking indict- 
ment of Medicaid’s failures. 


needy will 





g the system to the slightly less 
| not automatically make it ‘more 
accessible to the neediest. Black women 
whose mothers and aunts never heard of 
prenatal care tend to hang back. Applying 
for aid means filling out a notoriously long 
and complex form. Finding a doctor that 
will accept Medicaid patients is not always 
easy. And the latest, most dispiriting, devel- 
opment is the spreading use of crack by 
pregnant women, an addiction they pass on 
to their babies. 









Beer 


Bordeaux of 
brewing 


GROUP of British brewmasters, who 

recently made a tour of America’s w~ 
coast to drum up business for their a 
were probably disappointed when tney 
reached Oregon and Washington states. 
With so many "microbreweries" there al- 
ready, the area around Seattle has been 
called "the Bordeaux of brewing”. Beer 
drinkers in the city are said to have a wider 
choice of local brews than in any city in the 
world. Together, the states have 20 brewer- 
ies turning out more than 50 beers. 

These are not ordinary American beers. 
They are brewed on a small scale in a tradi- 
tional manner. They sport colourful names: 
Grant's Pale Ale, Full Sail Golden or Bridge- 
port Blue Heron Bitter. They are made to be 
savoured, and drunk by the pint. 

The natives have taken to these brews 
with gusto. In Washington state consump- 
tion of microbrewery beers is about 5m 
pints a year. Hardly a mote in the eye of 
Budweiser and other American mega-beers, | 
but still something. In Seattle locally brewed 
beers and ales now out-sell impo 
"Brewpubs" devote themselves almost 
tirely to the products of local breweries. ^ 

Nearly all of the breweries have usec 
English-style ales as their model. Ale is fer- 
mented longer than lager and produces a 
full-bodied, tangy, sometimes even fruity fla- 
vour. No two north-west beers are alike and 
ale drinkers speak reverentially of a brew be- 
ing “nutty”, “spicy” or having “toasted” 
qualities. s 

Considerable ink—and beer—has been 
spilt in an effort to explain why all this 
should have taken hold in the north-west. 
One hypothesis is that the region's damp cli- 
mate resembles Britain's. Another explana- 
tion is that the first two microbreweries in - 
the region were launched at the same time, 
in total ignorance of each other. The result 
was instant, cut-throat competition that 


boosted both businesses. 
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crusade 


& T EIRUT will be another Stalingrad. It 
LÀ will be demolished and levelled to 
the ground.” The fearsome prediction of 
— : Walid Jumblatt, the Druze warlord, is al- 
| idy half true. Two weeks ago Lebanon’s 
war was the tragic backdrop to the hostage 
saga. The backdrop now occupies the centre 
of the stage. Artillery duels berween the Syr- 
-ian army and Christian forces loyal to Gen- 
- eral Michel Aoun have become even more 
savage. Syria and its Lebanese allies are try- 
"ing to break into the Christian enclave. 
" Western countries wring their hands, but 
. Taise not a finger for General Aoun. 
; Some feel the general has only himself 
le did, after all, start the fighting 
aunched a “crusade” last March to 
he 30,000 or so Syrian “peacekeep- 
"troops who have occupied much of 
< Lebanon for more than a decade. The ambi- 
© tious general, who declared himself prime 
minister when. Mr Amin Gemayel’ s presi- 
dency ended with no successor in Septem- 
-ber 1988, casts himself as the saviour of his 
oun He seems to have believed he could 

























Butchery and the general's 


force Syria out, disarm Lebanon’s armed 
gangs, impose peace and ignore his Muslim 


fellow-countrymen's demands for a fairer 


share of power. The only result of five 
months' combat is the reduction of Beirut 


. to rubble (see next page). 


Syria’s patience is running out. It is 
tightening the noose around the Christian 
enclave. On August 13th, 7-62 tanks of the 
Syrian 41st Army brigade under General 
Hashem Moualla, supported by Druze mili- 
tiamen and pro-Syrian Palestinians, at- 
tacked General Aoun’s positions at Souk el- 
Gharb, a ruined town on the ridge 
overlooking East Beirut. The attack was re- 
pulsed; General Aoun claimed a great vic- 
tory. On August 15th Syrian tanks struck 
again at Ras el Metn just east of Beirut and 
at Madfoun farther north. 

General Aoun’s defiance threatens Mr 
Hafez Assad’s command of Lebanon, and 


even puts at risk his shaky hold on Syria it- 


self, where resentment of his 18-year-old 
Alawite regime is increasing. The Syrian 
economy goes from bad to worse. Since the 








ceasefire in the Gulf war, Mr 
enemies have deepened his di y 
tion. Egypt has rejoined the Arab. 
and Mr Yasser Arafat of the Palestine. 
ation Organisation has escaped Syrian 
trol. General Aoun’s effrontery enrages 
Syrian leader all the more since it is supp 
ed by his mortal enemy, President Sad 
Hussein of Iraq. NE 

Crushing General Aoun would t 
sent too many difficulties for th 
Syrian army. In General Mou 
pressed an uprising in the S 
Hama in 1982, at the cost of m 
10,000 lives) President Assad 
does not flinch from slaughter. |] 
Syrians storm the Christian. enc. 
world will condemn them and Israel : 
confront them. Syria was once seen as 
bilising force in faction-ridden Leban 
deployment of its army in West Be 
1987 was widely welcomed. Thing 
changed. The Arab League put muci 
blame for the failure of its recent Lebane 
peace mission on Syria's refusal to agree 
a timetable for withdrawing its troops. 

The Syrians would. ee ; 
nese allies to dcn Cenaa Aou 


















































Shia d Anal senior men Piae t 
Iranian Shia group Hezbollah, en 


Eod them, they rae an n armi 
tion against General Aoum, — | 4) 
Despite the destruction that his n | 
liberation" has brought dow: Las 
rut, the general is determined to cari 
He says he has enough weapons for a 
war, and that Iraq has promised him 
when they run out. "We will resist unt 
ia agrees to negotiate a withdrawal," h 
But his position seems hopeless. 
The Damascus meeting explode 
claim to be fighting on behalf of al 
nese. In the north, troops loyal to M 
man Franjieh, a Christian warlord 
mer president, are said to have E 
action against General Aoun's men; i 
does not even have the backing of a 
nese Christians. His troops hav 
well; their morale seems high. But old 
sions in the Christian camp may be 
ing. General Aoun was originally op 
by the leaders of the Maronite church. 
a few months ago he was fighting the í 
tian militia called the Lebanese For 
whose leaders have not forgiven him. 
The most dispiriting thing for the gene 

























































cim he could not E eiect the ey a b 
ce, His gamble was that, as the fighting 
ot worse, it would attract outside interven- 
to keep the Syrians at bay, or even to 
yrce their withdrawal in favour of an inter- 
ional peacekeeping force. The Ameri- 
ans denounced Syria's actions as "irre- 
»nsible". The Pope spoke of genocide. 
rance sent envoys to Damascus to try to re- 
train Syria, and to other Arab capitals to 
y to persuade the Arab League to resume 
s peace efforts. But nobody wants to put 
their soldiers in the Lebanese slaughter- 
house. 
<> Fewer and fewer people think General 
un worth rescuing. He has further upset 
ebanon's fragile power balance, complicat- 
] the affair of the western hostages, and 
istracted attention from the business of try- 
to make progress towards an Arab-Israe- 
ettlement. The Israelis may be relieved 
the new fighting in Lebanon has divert- 
ention from their seizure two weeks 
go of Hezbollah's Sheikh Obeid. But they 
re lying low and—no doubt remembering 
v price of their Lebanon adventure in 
82—saying that Israel would not get in- 
ved "unless its own security was at risk”, 
< The United Nations Security Council 
iet on August 15th and called for the cease- 
General Aoun wanted. He promptly ac- 
d, reserving his "natural right to self- 
efence’’. The rival, Muslim, claimant to the 
e ministerial job, Dr Selim al Hoss, also 
nt along. Mr Assad promised to do his 
tmost to silence the guns, then sent in fresh 
ipplies of shells. Few Lebanese believed a 
:asefire could last. Most felt, in the words 
the Amal leader, Mr Nabih Berri, that 
y a military solution can solve the 


Botha or neither 


FROM OUR SOUTH AFRICA CORRESPONDENT 


HE Conservative party could not be- 

lieve its luck. With a general election 
coming up on September 6th, President 
P.W. Botha, sick and drawn, went on televi- 
sion on August 14th to announce his res- 
ignation and deride his own cabinet. He un- 
dermined his ruling National party more 
thoroughly than any Conservative cam- 
paign could have done. 

It all started in January, when Mr Botha 
had a stroke that weakened his powers with- 
out reducing his irascibility. He stepped 
down as party leader but not as state presi- 
dent. The new party leader, Mr F.W. de 
Klerk, quietly mobilised his colleagues. 

A meeting arranged between Mr de 
Klerk and Mr Kenneth Kaunda, the presi- 
dent of Zambia, aroused Mr Botha to nes 





FROM A CORRESPONDENT IN BEIRUT 


OR fourteen years of civil war, Beirut 

retained a curious vitality. That is 
over, for now. Five months of fighting 
between the Christians and the Syrians, 
culminating in four days and nights of 
continuous bombardment beginning on 
August 10th, have driven most Beirutis 
away. The 300,000 who remain—less 
than a fifth of the normal population— 
are getting used to living underground. 

Since General Aoun declared his 
"crusade" on March 14th, the rich and 
well-organised have been leaving Leba- 
non at the rate of around 2,000 a month. 
Beirut's airport is closed, so Muslims 
from West Beirut go to Damascus, filling 
the hotels while they wait for flights. 
Christians from East Beirut have to take 
a more dangerous route, to Cyprus on 
the 300-seat hydrofoil which slips under 
shellfire each night out of Jounieh. 

A million Beirutis have left the city 
for safer parts of the country. Muslims go 
south: on the Beirut-Sidon coast road, 
traffic jams ten miles long have been re- 
ported in the past month. Those Chris- 
tians who can afford it go to chalets in 
the mountain resorts above Jounieh. 
Others seek out relatives in the Chris 
tian area around Mount Lebanon in the 
Syrian-occupied north. 

The Syrians’ bombardment has bat- 
tered every bit of the city and its sur- 
roundings: the Christian enclave to the 
north, the Druze-held Chouf mountains 
to the south and the Syrian-controlled 
Bekaa valley to the east. For a while shells 
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The bunkers of Beirut 
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Congres terrorists, and Mr Kaunda was 
helping the anc by advocating sanctions 
against South Africa. Mr Botha implied that 
Mr de Klerk was at best gullible. 

Watchers began to assess the damage to 
the National party. Mr de Klerk, sworn in as 
acting president on August 15th, set out to 
limit it. He praised Mr Botha for putting 





| South Africa on the ' ‘road to reform”, at- 





tacked claims that Mr Kaunda was duping 
him on behalf of the ANC, and reiterated the 
government's refusal to negotiate with the 
ANC until it renounced violence. He pro- 
duced a letter from Mr Kaunda to Mr Botha. 
In it the Zambian president said that he sim- 

ply wished to get to know Mr de Klerk as he 
knew Mr Botha (his "dear old friend", Mr 


Kaunda unkindly added). Mr de Klerk ar- 





\frica’s leaders refused 
to talk to the head of any country where the 


outlawed ANC had a representative, thev 
INTERNATIONAL contiones on page 3: 





were falling two a second on the presi- 
dential palace at Baabda, beneath which 
General Aoun has his concrete bunker. 

The Beirutis who stuck it out in the 
city spent the long weekend in base- 
ments or in underground car parks. Sol- 
emn and weary, they talked about the 
number of floors above them, the thick- 
ness of the walls and the number of sand- 
bags covering the windows. They lis- 
tened to the radio and to the fury above. 
On Thursday night the main cable from 
the Zouk power station was hit. [n most 
areas the sporadic current faded com- 
pletely. The shelters’ occupants resorted 
to candles and gas lamps, and the occa- 
sional electric light powered by a cary 
battery. 
The fires arte by phosphorous 
bombs have burned unchecked because 
shelling has kept the fire brigade off the 
streets. The Red Cross was out collecting 
blood from donors who telephoned. in 
response to radio appeals. In the past six 
months, 12 Red Cross workers have 
been killed and 80 wounded. 

At about 8 o'clock on Sunday eve- 
ning the shelling stopped; but people did 
not surface until Monday morning, in 
the fresh air and sunlight for the first 
time in four days, searching for food in 
streets = littered. with glass, rubble, 
wrecked cars.and fallen cables. After a | 
few hours the shelling started again.. |- 
With their bread, cheese and candles, |. 
people: dashed for shelter. Beirut had |. 
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MISSE USA 


This year, Boeing jetliners 
will carry more people than live 
inthe world’s 100 largest cities. 


Boeing jetliners will carry the Mexico City. Paris. Bangkok. Rio. That sounds, of course, like an 
equivalent of 12% of the world’s Sydney. Cairo. And nearly a hun- unbelievably large number. 
population this year. dred other major cities. But when you consider that 

That's more people than live in The actual number of passen- Boeing airplanes take off or land 
Tokyo. New York. London. Beijing. ^ gers will be about 675 million. about a million times a month, an 





unbelievably large number becomes 
largely believable. 

Boeing. We dont just deliver a 
lot of airplanes. We deliver a lot of 


people. 
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In Singapore 
where else 
but the 
Shangri-La. 


The peace and tranquility 
of a landscaped tropical 
garden. The elegance and 
grace of the East. 

It could only be the 
Shangri-La Singapore. One 
of the world’s leading hotels. 


3 


S Shangriba hotel 
iud SINGAPORE 
A SHANCRI-LA INTERNATIONAL HOTEL 





SHANGRI-LA HOTEL, 22 ORANGE GROVE ROAD, SINGAPORE, TEL: 737 3644. TLX: 21505 SHANGLA RS FAX: 733 7220/733 1029. 
SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG (5) 810 7782 * KUALA LUMPUR (03) 230 6248 
SHANGRI-LA INTERNATIONAL HOTELS and RESORTS: CHINA * FIJI * HONG KONG * MALAYSIA + SINGAPORE + THAILAND. 


_ Front runners 
in the field 


of property ' 


Guess who has more projects under 
starters orders- be it Business Parks, 
Golf Courses, Shopping Centres or 
City Centre Offices ? 


INNOVATORS IN SOUND PROPERTY ADVICE 


London Edinburgh Leeds Paris Frankfurt Dusseldorf Hamburg New York Tokyo 


De Klerk faces : up to the big white chief 


would never go anywhere. 
Mr de Klerk, playing the gentleman, left 
ie hard words to the foreign minister, Mr 
. -k Botha, who has often been publicly hu- 
miliated by his namesake. Getting some of 
his own back, he denied that Mr P.W. Botha 
had not been told about the Kaunda talks. 
Pique and forgetfulness, he implied, were 
the problems. He depicted the ex-president 
as a sick old man, jealous of Mr de Klerk's 
trips abroad, including his meetings with 
Mrs Thatcher and Mr Helmut Kohl. 

For support, Mr Botha was left with the 
Conservatives. Ever since their party was 
formed in 1982, the Conservatives have ac- 
cused Mr Botha of betraying the whites. 
Suddenly he and the right-wing opposition 
were allies. A couple of days before the presi- 
dent resigned, the Conservative leader, Mr 
Andries Treurnicht, had made a speech that 
took a line remarkably similar to Mr 
Botha's. He accused Mr de Klerk of plotting 
against Mr Botha because, unlike Mr de 





Klerk, the president disapproved of taking 
advice on South Africa's internal affairs 
from Mr Kaunda and Mr Joaquim 
Chissano, Mozambique's president. 

The bust-up is bound to harm the Na- 
tional party's chances at the polls. In the 
present parliament the party held 123 out of 
the 166 seats. Even before the presidential 
row the opinion polls suggested it would lose 
heavily. The worst predicted a hung parlia- 
ment, with 65-78 National party seats. The 
party itself guessed it would lose 26 seats. 

According to those polls, around a third 
of the voters were undecided. They will have 
to consider not only their own leaders' 
squabbles, but also the possibility of change 
among their government's real adversaries. 
In early August Mr Oliver Tambo, the head 
of the ANC, was flown in a hurry from Zam- 
bia to Britain to be treated for “fatigue”. 
The favourite to succeed him, Mr Thabo 
Mbeki, called for “intensification of the 
armed struggle" — meaning more terrorism. 





razil 


Collor television 


FROM OUR BRAZIL CORRESPONDENT 


HE front-running candidate for Brazil's 

presidential election in October, Mr 
Fernando Collor de Mello, has a new and 
useful friend. Late last month Mr Roberto 
Marinho told a newspaper interviewer that 
he would use the “maximum possible influ- 
ence" in the young candidate's favour. Mr 
Marinho is influential indeed. He is propri- 
etor of one popular Rio de Janeiro newspa- 
per, O Globo. More important, he owns 
seven television stations and controls the 
news programmes of 42 affiliated ones. To- 
gether, their broadcasts reach practically ev- 
ery television set in Brazil. 

TV-Globo, Mr Marinho's main com- 
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pany, sells soap operas, bright musicals and 
slick videos to vast audiences far beyond 
Brazil, contributing to an annual income 
which, although unpublished, is thought to 
give TV-Globo the largest revenue of any pri- 
vate television company in the world save 
the three giant United States networks. At 
home, Tv-Globo and its affiliates have a po- 
tential audience of some 80m of Brazil’s 
140m people, and are the main source of 
news for one of the world’s least literate elec- 
torates. The proprietor’s support for Mr 
Collor is, to be sure, conditional on the can- 
didate’s continued opposition to govern- 
ment meddling in private enterprise. But it 





br ni no means exthicies private ineddliig wih 
government. 

While backing Mr Collor, Mr Matinha di 
was seeking the dismissal of an adversary, : 
the curator of Rio's National Historical M wc 
seum. The offence of Miss Solange Godoy. 
was to have rejected the offer of an exhibit — 
portraying Brazilian history through the me- 
dium of animated electric dolls. The frus- 
trated donor, Mrs Lily de Cavalho, is a mil- - 
lionairess and the constant companion of | 
Mr Marinho (who is 84). In protest at the 
outsider's attempt to fire her, 100 civil ser- 
vants at the Ministry of Culture resigned: | 
Miss Godoy, so far, is still in her job. x. 

Next in Mr Marinho's sights were the — 
finance minister, Mr Mailson da Nobrega, 4 
and the planning minister, Mr Joao Batista — 
de Abreu. With heavy hints, the Globo ma- — 
chine urges that they be dismissed for faili 
to contain Brazil’s soaring inflation (with idi y 
parallel hint that Congress, by refusing legis- _ 
lation to carry out their plans, may at least - 
share the blame). The malicious recall that, - 
last year, the two ministers squashed a debt- - 
relief scheme that would have allowed ex- — 
ports to be paid for in discounted foreign — 
debt-certificates that could then be con- — 
verted into full-value local money. This no- — 
tion—inflationary, and probably in contra- — 
vention of GATT rules—would have brought 
huge profits to Brazilian exporters, includ- _ 
ing some of Mr Marinho's companies. | 

On August 4th O Globo, the Rio news- 
paper, baldly stated that both ministers - 
would be sacked. President Sarney, as usual, — 
dithered. But Sao Paulo industrialists, and - | 
the president of Citicorp who happened to 
be in town to talk debt, were anxious for sta- ; 
bility, and said so. Brazil was rescued ff 
its fifth change of economic team in five 
years. i. 

Mr Marinho does not always win. Pact 
his nightly prime-time “Jornal Nacional" is 
said to have as much political influence as 
the Roman Catholic church, and he pa ig 
detailed attention to its content. “We give 
all necessary information, but our opinions - 
are in one way or another dependent on my | 
character, my convictions and my patrio- - 
tism,' ' Mr Marinho told the New Yor ko 
Times in a celebrated interview last yea t. 
Some of his journalists think informa 
about human rights in Chile, or land reform 
at home, has been considered inapprop 
on grounds other than "necessity" by 
hands-on proprietor. g 

Left-wing parties have called for laws 
such as the United States and Britain have. e 
to repel the danger of a media monopoly. 
The second runner in the opinion polls to 
Mr Collor de Mello is the veteran socialist 
and ex-governor of Rio, Mr Leonel Brizola. 
He has sworn, if elected president in Ne 4 
vember, to crush the Globo empire. Many 
suspect that wide coverage of his campaign. 
on TV-Globo will not be necessary. 












































The riddle of 
Rafsanjani 


THE inauguration of Mr Ali Akbar 
_ A Rafsanjani as Iran's president encour- 
_ aged some westerners to think that they now 
. had a man to do business with. The old 
 ayatollah's pragmatic successor, they said, 
. would open doors and start bargaining over 
_ the hostages in Lebanon and all the rest of 
Iran's unfinished business with the West. 
. Not so. Or not yet. 

= Mr Rafsanjani has indeed talked of 
helping to settle the hostages tangle and of 
starting indirect talks with America. The 
idicals say no. They therefore wanted to 


cep him on a tight rein, and curiously de- 






layed his accession to the presidency. His 
formal inauguration took place on August 
- 3rd, in the presence of the departing presi- 
dent, Mr Mohamed Ali Khamenei, and 
Ayatollah Khomeini's son, Ahmad. The 
radicals then attempted to keep him from 
actual power until Mr Khamenei's term of 
- office expired on October 8th, “unless he 
decides to step down before then”. 
= But Mr Rafsanjani called their bluff, and 
took over his new job on August 17th, when 
parliament met. In the see-saw world of Ira- 
nian politics, the anti-western radicals had 
lost a battle. But they have by no means lost 
the war. Their latest recruit seems to be Mr 
Khamenei, who was elected “leader of the 
Ie olution” when Ayatollah Khomeini 
- died. Once upon a time he believed in better 
- relations with the West, and advocated eco- 
nomic reform. He was called a moderate and 
. regarded as a chum of Mr Rafsanjani. 
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— Donning 
gaining promotion to the exalted clerical 
rank of ayatollah, has radicalised Mr 
Khamenei. He has warned Mr Rafsanjani 
that he will permit no deviation from the 
Imam’s line. He has recently attacked the 
United States with as almost as much vigour 
as solid old radicals like the interior minis- 
ter, Mr Ali Akbar Mohtashemi. Next to Is- 
rael, he said with relish, America was “the 
most cursed government in the eyes of the 
Iranian people"; Iran would not start talk- 
ing until the Israel-America alliance had 
been broken. 

As president Mr Rafsanjani will enjoy, 
in theory, vast new executive powers—con- 
trol of the cabinet, budget, security and 
armed forces. But the limits to this power 
are tight. He will be constitutionally answer- 
able to parliament, which has the power to 
impeach him and has been showing a radical 


streak. Its members opened their session by 
voting in a fiercely anti-western cleric, Mr 
Mehdi Karrubi, as their new Speaker. He 
may simply be there to fill the gap until the 
rising Mr Khomeini gets himself elected in 
three months’ time; whichever man holds 
the job, he will be radical, and parliament 
will keep a close eye on the president. 

The guileful and powerful Mr 
Rafsanjani emerges with some of the shine 
off his reputation. For all that, he is presi- 
dent, even if a more tightly constrained one 
than he had expected to be, and even if the 
radicals are stronger than they had appeared 
(especially now that Mr Khamenei seems to 
have joined them). Mr Rafsanjani's cabinet 
may be less flexible than the West had 
hoped. So, perhaps, will his policies. That 
would be tough on the hostages, and just as 
tough on the Iranian people. 








the old Imam’s mantle: and 
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EING arrested is routine for the brave 

few human-rights campaigners who 
dare to stay in Cuba. Messrs Elizardo San- 
chez, Hiram Abi Cobas and Hubert Jerez 
were picked up again on August 8th, signal- 
ling another bout of oppression. Banning 
official Russian propaganda is a newer and 
stranger symptom. The magazines Moscow 
News and Sputnik have been singled out for 
punishment—from the 36 Soviet publica- 
tions which together circulate 15.8 million 
copies a year in Cuba (that is, one-and-a-half 
copies per Cuban). “In their pages’’, says 
Mr Fidel Castro's official news agency, “one 
can find an apology for bourgeois democ- 
racy as a supreme form of popular participa- 
sot as well as fascination with the Us way of 
ife. 

The Russians have, in principle, come 
down in favour of the freedoms to vo h 
freeishly and to eat enough. The Cuba.. 
junta is appalled: whatever next? Well, next 
comes the prospect held out by Mr Fidel 
Castro himself: “We cannot say with cer- 
tainty that the supplies from the socialist 
camp which have been arriving here with 
the punctuality of a clock for nearly 30 years 
will continue to arrive with the same secu- 
rity and punctuality.” The value of those 
supplies has been something near $4 billion 
a year, or almost $400 per Cuban. If they 
start to get unpunctual, the already rationed 
Cubans will feel the pinch fast. 

Mr Castro’s treatment of senior dissi- 
dents has been ruthless, especially since the 
execution in July of General Arnaldo 
Ochoa, former commander of the Cuban 
expeditionary force in Angola. The purge 
continues, skilful as well as tough. The dissi- 
dents are accused not so much of political 
deviation as of plain criminality: theft and 
drug-dealing. Several dozen senior officer- 
were publicly associated with the televise — ' 
show trial that ended in the death sentences, 
so the blood is on their hands as well as on 
their political bosses'. The upshot is that Mr 
Raul Castro, the president's tougher but less 
loquacious brother, has taken control of the 
interior ministry as well as-of defence. 

But the masses cannot eat ‘ideological. 
purity, and if the Russians significantly cut 
their aid ideology is about all they will get. 
Whatever happens, Cuba's rulers will be 
more concerned with domestic politics than 
they have had to be during the 31 years 
since they overthrew their ghastly predeces- 
sor, General Batista. Without weapons and 
transport from the Soviet Union they will 
have to stop exporting their revolution to 
their neighbours' territory. 

Exporting revolution to Central Amer- 
ica is a passé trade, if you believe those who 
have practised it. Russian spokesmen visit- 
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The revolution gets tired 


ing Costa Rica have assured President Oscar 

rias that they no longer send weapons to 
„ie Nicaraguans. The Nicaraguans swear 
they are making no fresh deliveries to their 
friends of the Farabundo Marti Liberation 
Front in El Salvador. 

Outsiders on the other side are also 
backing off. The Americans no longer send 
bullets for the rifles of the Nicaraguan 
contras they support. The Honduran army 
says it has the contra soldiers surrounded in 
their camps, while the contra officers queue 
for tickets to Miami. 

Not all these claims of non-intervention 
should necessarily be believed. But Central 
Americans do seem to be talking peace more 
seriously, after two murderous decades dur- 
ing which their own quarrels and failures got 
caught up in the gears of superpower rivalry 
and so made even worse. Economically, the 
conflicts helped to ruin the region. But, sur- 
prisingly, its countries are now stumbling to- 
wards a chance of better governments than 
-Hey started with. 

Panama, to be sure, is a disaster. Costa 
Rica has a genuine democracy. Intense inter- 
national scrutiny might give Nicaraguans 
the unusual opportunity to vote freely 
enough next February. Like him or not, 
President Freddy Cristiani of El Salvador 
has just been elected in a fairly free contest. 
In Honduras and Guatemala the military 
men prefer to let elected civilians run things, 
for the time being at least. That is a far 
cleaner regional record than anybody could 
have expected at the start of the 1980s. 

None of the countries of the region 
(save Costa Rica) has had much practice at 
making democracy work, or even at running 
its own affairs. For a century they were be- 
devilled by American interference (mostly 
by companies, not by the government) or in- 
difference. After Cuba’s revolution Russian 
mischief-making stirred things up else- 
where. Meanwhile, the Central Americans’ 
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own oligarchs ran their countries with 
greedy incompetence. Now the oligarchs, 
who still hold most economic power, have 
the chance to choose cleaner politics, if they 
want. 





Madagascar 


A debt to nature 


FRICA’S debt could become nature’s 
credit, if the continent’s first debt-for- 
nature swap, agreed on this month in Wash- 
ington, sets a trend. The deal, modelled on 
similar schemes worked out for Costa Rica, 
Bolivia and the Philippines, will put $3m- 
worth of local currency into Madagascar’s 
national parks. Its contribution to relieving 
the country’s debt burden is fairly small: 
Madagascar owes $3.5m, which it has no ap- 
parent chance of repaying. But it provides 
an unusually large sum for conservationists 
to work with. 

Biologists treat Madagascar less as a 
large island (it is about the size of France, 
with less than one fifth of the population) 
than as a small continent. It has drifted grad- 
ually across the Indian Ocean for millions of 
years, filling up with unusual species of ani- 
mals and plants, rather as trade protection- 
ism fills a country with its own brands of 
products. It has baobab trees like living beer 
bottles; strange little prickly hedgehog-like 
creatures called tenrecs; lemurs that hold 
their tails up like question marks. Of the 
200,000 plant and animal species found on 
Madagascar, three-quarters are found no- 
where else. 

Still weirder creatures have vanished: el- 
ephant birds, pigmy hippos, seven kinds of 
giant lemurs. Conservationists worry that 
other plants and animals will share their 
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fate. Madagascar’s utter poverty and its pol- 
icy—sensible but recent—of paying farmers 
more for food combine to squeeze the re- 
maining wild habitat, which varies from 
leech-filled rainforest to a “spiny” desert. 
The island’s population, though sparse, is 
growing at a rate of 2.8% a year. The loss of 
25,000 acres of forest a year causes terrible 
erosion. 


Despite their problems, the Malagasies . 


have been more receptive to conservation- 
ists’ alarms than most mainland Africans. 
They drew up an environmental action plan 
in 1985, to find out how much damage had 
been done and how to stop it. The plan ga- 
zetted 12 national parks and many small re- 
serves, accepting help from international 
organisations for, among other things, train- 
ing and equipping guards. This enthusiasm 
for conservation is all the more welcome 
given the relatively small size of the local 
tourist industry; the wildlife is strictly for the 
connoisseur—no lions or elephants. 

The debt swap was brought off by the 
American branch of the World Wildlife 
Fund which, after some years of effort, has 
managed to persuade Madagascar to let it 
buy $2.1m of Malagasy debt from seven pri- 
vate western banks, led by Bankers Trust 
Company. The price was $950,000, 45% of 
face value, and the fund is entitled to ac- 
quire more debt up to a ceiling of $3m. Mad- 
agascar will repay the debt by spending local 
currency on several conservation projects, 
including the addition of 400 park rangers. 

The key was a grant of $1m from the 
American government, through its Agency 
for International Development, to pay for 
the swap. The agency's director, Mr Mark 
Edelman, calls this “synergism at its best for 
environment and development’’. He means 
that a small number of dollars should save 
an awful lot of rare animals and plants, and 
safeguard the land for the people. 
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Watershed in Warsaw 


FROM OUR WARSAW CORRESPONDENT 


S THE unthinkable about to happen? 

This week Poland was edging close to be- 
coming the first communist country to get a 
government led by non-communists. The 
politicians were in hectic huddles discussing 
the idea of a prime minister from Solidarity, 
possibly Mr Lech Walesa, leading a coalition 
that would include two small parties which 
up to now had always been controlled by the 
communists. Partly to keep the Russians 

ippy, the communist party itself would 
„pld on to the defence and interior minis- 
tries. Maybe the idea is too rad- 
ical even for Mr Gorbachev’s 
Russia to accept. Maybe Gen- 
eral Jaruzelski, Poland’s presi- 
dent, who has to nominate a 
new prime minister, will resist. 
Maybe it would not help Po- 
land climb out of its economic 
ditch anyway. No matter. The 
very possibility has made this 
August just as nerve-jangling as 
the one nine years ago when 
Solidarity was born. 

The possibility exists be- 
cause the semi-free election in 
June left Poland with what 
amounts to a hung parliament. 
True, the rules of the vote lim- 
ited Solidarity’s share of the 
seats in the Sejm, the lower 
" ouse, to 35% (otherwise Soli- 

arity would have swept to the 
sort of victory it achieved in the fully free 
vote for the Senate, the new upper house, 
where it won 99 out of 100 seats). But the 
small Peasants' and Democratic parties, hav- 
ing spent most of the past 40 years as little 
more than communist fronts, suddenly 
found themselves holding the balance of 
power. They have surprised everybody by 
showing signs of using it. Bargaining over a 
coalition continues furiously—a process any 
Italian politician but few of today's Leninists 
would find familiar. 

The issue had seemingly been settled on 
August 2nd, when a top communist, Gen- 
eral Czeslaw Kiszczak, was appointed prime 
minister. The general was hardly a popular 
choice: as interior minister in 1981, he had 
jailed Solidarity leaders after martial law was 
declared (though he later won respect for his 
role in the round-table talks that opened the 
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way to the June election). Still, Solidarity 
had refused all offers of a junior coalition 
partnership. It appeared happy to leave the 
communist party in charge of the govern- 
ment and therefore of the economic mess. 
Then, in what may become known as 
the Gdansk coup, Lech Walesa confused ev- 
eryone (including his own movement's dep- 


.uties in parliament, led by Mr Bronislaw 


Geremek) by offering to lead a coalition in- 
cluding the Peasants and Democrats. His 
timing, as so often in the past, turned out to 





Walesa and Geremek, the two sides of Solidarity 


be excellent. The Democratic party was 
tired of being treated like a communist poo- 
dle. The Peasants’ party decided it would 
not support Mr Kiszczak's ministerial candi- 
dates after all. Poles, fed up with price rises 
and with seeing generals run their country, 
started going on strike. On August 14th a 
hapless General Kiszczak gave up begging 
people to join his cabinet, and announced 
his intention to step aside after less than two 
weeks in office. 

Mr Walesa reiterated his offer, and the 
game began again. To tempt the Peasants 
away from a Solidarity-led coalition, Gen- 
eral Kiszczak proposed their leader, Mr Ro- 
man Malinowski, as his replacement. On 
August 15th Solidarity's negotiators upped 
the stakes by proposing Mr Walesa as prime 
minister. The following day Solidarity’s par- 
liamentary members accepted the idea, but 






































Poland's puzzle 
Seats in the Sejm 


Democrats 27 


Communists Z 
173 É 


only after an argument. Many of them 
doubt whether Mr Walesa is suited for the 
job, or whether Solidarity should be shoul- 
dering responsibility for government at all: -— 
communist placemen throughout the bu- - 
reaucracy could thwart Solidarity at every 
step. Mr Walesa, having backed himself for — 
prime minister, emerged from — 
the meeting suggesting maybe — 
someone else might be bett 
By Thursday, politics had - 
coiled into a confusion ex- - 
treme even for Poland. | 
Poles cannot afford to take | 
too much time sorting it out. k 
Production is falling, inflation 
is rising. It is not just’ the divi- 
sions between the main groups — 
in parliament that is making it 
hard to put a government to- 
gether. All the groups have oi 
contend with deep divisions ir 
their own ranks. lé 
The communists once 
had something called party dis- 
cipline. It seems to have van- 
ished: the younger of their 2m. 
members talk of "social | 
democratisation”, older mem- — 
bers talk of re-centralisation. But the party is — 
not ready for surrender, especially under its 
new leader, Mr Mieczyslaw Rakowski. His 1 
promotion from prime minister was sup- - 
ported by those who believe the part Y 
should not:bow out of power without ; 
fight. Mr Rakowski has united all comrades ay 
willing to protect their privileges. His re- 
sponse to Solidarity’s bid was typically co = 
bative: he is said to have told a meeting of 
communist deputies on Wednesday that “a 
real struggle for power” had developed. 
Solidarity cannot quite make up its. 
mind whether it is a trade union or a politi- 
cal party. Different answers lead to different 
conclusions about its strength, policies and 
even its leadership. As a trade union it has 
shrunk from 10m members in 1981 to 2m 
now, it has a higher percentage of unskilled 
workers, speaks in mildly populist tones and 
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follows Mr Walesa. As a party, it has the 
‘support of most voters. This Solidarity con- 
sists most prominently of its members of 
parliament under Mr Geremek (who would 
bean obvious alternative to Mr Walesa as a 
Solidarity prime minister). 

= Noreal split has yet opened between the 
two Solidarities, although they have come 
close to one: Mr Walesa's statements are not 
always approved by the deputies, and vice 
versa. Differences between Solidarity's eco- 
. nomic liberals and those who want to pre- 
serve the jobs of its members would almost 
certainly grow if the movement went into 
government. The proliferation of voices 
vithin the opposition has already contrib- 
uted to the confusion of recent weeks. 

= The Peasants’ party, founded on the 
ashes of the pre-war peasants’ movement, is 
the most authentic of the communists’ ju- 
nior allies. Its 500,000 members give it a real 
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| What an insult 
| | FROM OUR WARSAW CORRESPONDENT 


| MAÁARX and Engels knew what 
| AVA “communist” meant “the 
| most advanced and resolute section 
|| of the working-class parties of every 
|| country, that section which pushes 
| forward all others." Not in Poland. 
| There the word is, more than ever, 
| merely an insult. 

I Mr Roman Malinowski, the leader 
|| of the Peasants’ party, is dismissed by 


| his detractors as “just a communist", 
| meaning someone associated with the 


|| old regime. A child spotting someone 
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| hethinks isa secret policeman says he 
|| has seen “a communist dressed up in 
| ordinary clothes". “The commu- 
| nists" are blamed for the current 
|| shortage of matches and for the rise 
|| in the price of meat. 

| In some contexts, the word means 
|| a bumpkin with no common sense. In 
|| others, it means a dishonest careerist. 
|| But no one is telling many communist 
|| jokes these days. It’s just not funny 
| any more. 


base in the countryside. It has served as a 
farmers' lobby in recent years: for example, 
Mr Malinowksi claims that last month's de- 
cision to free food prices was the direct re- 
sult of his party's pressure. 

But, like Solidarity, the Peasants’ party 
has felt a divide opening between its newly 
elected deputies, who this week said they 
would support a Walesa government, and a 
leadership dominated by people, like Mr 
Malinowski, closely linked to the old regime. 
Only nine of its 76 deputies in the Sejm have 
served in parliament before. Many won 
their seats with the help of local Solidarity 
activists, and some have even joined Rural 
Solidarity. These deputies want to be re- 
elected next time round, and seem prepared 
to be more adventurous than some of their 
colleagues, who would settle for a commu- 
nist-led government in which the Peasants 
were given a few extra ministries. 
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The remaining “parties” are relatively 
insignificant. The Democrats are a sfhall 
business lobby and seem willing to back Mr 
Walesa. The three small Christian parties 
are usually referred to as "Christians who 
are not recommended by the church". They 
have consistently voted with the commu- 
nists on every issue that matters. 

The Soviet Union may not be in the 
Polish parliament, but its voice counts. Re- 
cent hints from Moscow—foreign-ministry 
statements, a Pravda editorial, invitations 
for chats with the Soviet ambassador—indi- 
cated that the Kremlin would not like a Soli- 
darity-led government, though this was of 
course entirely Poland's own business. No 
one is talking about tanks rolling in, but the 
economic levers are there to pull: Poland's 
oil and gas, for example, come from the So- 
viet Union. The unthinkable in Poland is 
still by no means unstoppable. 





Migration from communist Europe 


Exodus from the East 


Before Poland became so dramatic this week, we were planning to run a 
leader on the massive movement of people out of the communist half of 


Europe. Here it is 
HS awkward it can be when your 


wishes start coming true. For years 
Western Europe badgered Eastern Europe 
to let people emigrate as they wanted. Now, 
in huge numbers, they are coming out: this 
year nearly 1m people will quit communist 
Europe for good. And it is all rather embar- 
rassing. The crush of asylum-seekers has 
forced West Germany to close its diplomatic 
missions in East Berlin and Budapest. The 
chancellor, Mr Helmut Kohl, 
has written to East Germany's 
Mr Erich Honecker asking him 
to make his half of Germany 
nicer, please, so that fewer folk 
want to leave it (fat chance of 
that: old Mr Honecker was this 
week reminding his Germans 
that they live in a socialist para- 
dise). The exodus is as much a 
challenge to the West as it is to 
the East. 

The largest number of Eu- 
ropeans voting with their feet 
are those claiming some sort of 
German blood. West Gertnany 


this year expects about 
330,000 "ethnic German" im- 
migrants from the Soviet 


Union, Poland and Romania: 
up from 200,000 last year and 
only 40,000 in 1986. Another 
90,000 or more (compared 
with the annual inflow of 
20,000 before 1988) will flood 
in legally from East Germany 


to claim their automatic right to West Ger- 
man citizenship. Thousands more are get- 
ting round the Berlin wall by way of Hun- 
gary and its newly relaxed border with 
Austria, or turning up at West German em- 
bassies or missions in East Berlin, Budapest 
and Prague. 

Then there are the ethnic Turks— 
nearly 300,000 of them in the past four 
months—pouring into Turkey from Bul 
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garia. Some have been shoved out as sup- 
pos&d trouble-makers, most are just grab- 
bing the chance to escape discrimination. 
Perhaps 20,000 Romanians have fled Presi- 
dent Ceausescu's tyranny and made it half- 
way to the West by escaping to Hungary or 
across the Danube to Yugoslavia. And un- 
countable thousands of East Europeans are 
overstaying their holiday visas to earn pre- 
cious hard currency in the West. It is no 
wonder that flights to London from Warsaw 
are full for the next two months, or that the 
man cleaning your car-windscreen in Rome 
comes from Cracow: the cash from a 
month's work in the West, converted at the 
black-market rate, can bring Poles the equiv- 
alent of three years' wages back home. 
Much of this movement is a result, di- 
rectly or indirectly, of glasnost. Freer travel 
is giving many East Europeans a chance to 
get out for good; and Mr Gorbachev's desire 
to be chummy with Bonn helps explain his 
willingness to allow more ethnic Germans 
^ut of the Soviet Union. In the more repres- 
ve countries, the news of reform elswhere 
ui the East is creating pressure for change 
which conservative leaders like Mr 
Honecker and Bulgaria's Mr Todor Zhivkov 
can contain only by letting more people 
emigrate. 


Keep the door open 


The flow is bound to continue. At least Im 
of East Germany's 17m people are said to 
have asked to leave, and there are 3m ethnic 
Germans elsewhere in communist Europe. 
More than 600,000 ethnic Turks are still in 
Bulgaria. Reforms may ease the political rea- 
sons for going west (there is no mass move- 
ment out of freeish Hungary). But for the 
next several years they may only add to the 
economic urge to go, as market forces close 
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Blockage in Budapest 
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loss-making Lenin coal mines and Red-Star 
steelworks across Eastern Europe. 

The West should welcome the exodus, 
not fear it. The West Germans who are bear- 
ing the brunt of it ought to remember that 
the 12m refugees who came from Silesia and 
other former German territories in 1945-46 
helped to create their postwar economic 
miracle. Luckily, the new arrivals are coming 
at a time when gaps in the German labour 
market are opening up—despite 8% unem- 
ployment, the construction industry is des- 
perate for men—and when a shortage of 
young workers looms as a result of the baby- 
shy 1970s. “If we could absorb millions of 
people in really hard times,” says Mr Kohl's 
interior minister, Mr Wolfgang Schäuble, 
"we should be able to absorb a few hundred 
thousand now we're rich." 

But prosperity has not made the Ger- 
mans more generous. Finding jobs and 
homes for the newcomers is expensive; 
many of them, despite their ancestry, speak 
barely a word of German. Politicians look 
nervously at the rise of the right-wing Re- 
publican party, which won 796 of the vote in 
June's election for the European Parliament. 
The eastern influx may help the Republi- 
cans to scaremonger their way into the Bun- 
destag next year. 

A bit of burden-sharing, in the form of 
cash from the EEC kitty, would help. After 
all, in coming to West Germany the immi- 
grants from the East are entering the great 
West European market promised after 1992. 
But Western Europe needs something more 
important than money. It needs moral cour- 
age. It could not live with itself if East Euro- 
peans, yearning to breathe free, pushed at 
the door to freedom only to have it slammed 
in their faces. 





The Baltics 


Nasty turn 


VERYONE loves a David-and-Goliath 

story. When Estonia, Latvia and Lithua- 
nia—the three tiny Baltic states grabbed by 
Stalin in 1940—decided to take on Mikhail 
Gorbachev's mighty Kremlin for the right to 
run their own affairs, they won sympathy 
and applause, at least from outside Russia, 
Pluckiest of the three Davids has been Esto- 
nia. Its cheeky, well-aimed slingshots have 
won big concessions for all three Baltic re- 
publics, including last month a degree of 
economic self-government once barely imag- 
inable. And Estonia's liberalising sort of na- 
tionalism has contrasted encouragingly with 
the nastiness that has disfigured much of the 
Soviet south. But Estonia has now done two 
illiberal things that could endanger its new- 
found freedoms. 

On August 8th its parliament, flouting 
the Soviet constitution, passed a law decree- 
ing that people who want to vote in local 
(city or district) elections must have lived in 
the district for at least two years, or else- 
where in the republic for five years. Five 
years’ residence in the district or ten in the 
republic are required to earn the right to 
stand for local office. According to Radio 
Moscow, the new rules will disenfranchise as 
many as 100,000 of the Russians living in 
Estonia. When up to 40,000 Russians went 
on strike last week in protest, the Estonian 
government passed another decree. This 
one banned strikes. The strikes went 
ahead—and have continued—regardless. 

The pressure on Estonia’s Communist 
leaders from the nationalist Popular Front is 
intense. The Front was formed two years 
ago with a healthy sprinkling of Commu- 
nists, officially to push for greater "sover- 
eignty" within the Soviet Union but really 
to work towards complete independence for 
the republic. It swept the board in the elec- 
tion to the Soviet parliament earlier this 
year. To many Estonians, who have seen 
their culture and economy choked by Rus- 
sian-imposed central planning, new regula- 
tions favouring Estonians (now barely 6096 
of the population) in language, schooling, 
housing and now politics are fitting revenge. 

They could also bring more than strikes 
in retaliation. Soviet army chiefs have bri- 
dled at some Estonians' demands for their 
own army. Party conservatives who already 
see perestroika as the thin end of the capital- 
ist wedge have looked on in horror as Esto- 
nia has sold land into private ownership and 
promoted private industry. On August 16th 
the praesidium of the Supreme Soviet, the 
country's parliament, said that Estonia's 
election law was unconstitutional, and de- 
manded that it be revised. 

By deliberately hitting the Russian mi- 
nority in Estonia with restrictive new laws, 
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the Estonians risk forging a conservative- 
cum-nationalist alliance against themselves. 
By flouting the Soviet constitution to do it, 
they have given their increasingly vocal op- 
‘ponents better ammunition to fire back. 
Ominously, Pravda this week accused the 
Baltic nationalist movements of fomenting 
Nationalist hysteria”. 
— In an attempt to reduce tensions, the 
Soviet parliament has sent a special commis- 
‘sion to Tallinn, Estonia's capital, to try to 
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is FROM OUR SPECIAL CORRESPONDENT IN STRASBOURG 


| | ‘See Alsace really still have an identity 
: W^ problem? Germany annexed it in 
B 1870 and again in 1940. But it is more 
|| than 70 years since France took Alsace 
|| back at the end of the first world war and 
| 45 since it did so after the second. Some 
| 60% of today's Alsatians cannot remem- 
| ber any but French teachers, drill ser- 
|| geants and bosses. Except for Germanly 
|| neat villages and a disappearing dialect, 
I. Alsace, surely, is now just another region 
| of France? 

It might be if Alsatians themselves and 
| the "French of the interior", as they half- 
|| jokingly call their compatriots, accepted 
|| Alsace as such. Yet many Alsatians rather 
| like being different, and the rest of France 
|| has not wholly changed its attitude to- 
wards Alsace since Voltaire called it “half 
| French, half German and totally 
|| Iroquois”. 

| Being next-door to Germany obvi- 
. ously makes a difference, though it is hard 
. to get two Alsatians to agree on how 
| much. Mr Richard Kleinschmager, a po- 
| litical geographer, thinks Alsace is more 
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|| Crossroads of cultures 
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mediate in the dispute about voti 
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ng rights. 
In the new spirit of glasnost about the murky 
past, Soviet officials now admit, as the Balts 
have long asked them to, that the Hitler-Sta- 
lin pact of 1939 contained a secret protocol 
assigning the Baltic states to the Soviet 
Union. That admission gives the Balts a 
moral victory to celebrate on August 23rd, 
when they plan to commemorate the fiftieth 
anniversary of the infamous pact with an ex- 
traordinary human chain across all the three 


.A chip on France's shoulder 


and more open to German cultural influ- 
ence, especially now that German televi- 
sion is received, on his reckoning, in a 


fifth of Alsatian homes. 
The editor of Derniéres 
Nouvelles | d'Alsace, Mr 


Alain Howiller, acknowl- 
edges the economic contact. 
Foreign firms, with Germany 
second behind America, 
provide some 36% of the re- 
gion’s jobs. About 30,000 
Alsatians go to work in Ger- 
many each day, putting un- 
employment two points be- 
low France’s national rate of 
10%. Germany’s talent for 
mechanical engineering is found also in 
Alsace, notably in the De Dietrich com- 
pany, founded by an arms-maker and 
mayor of Strasbourg who commissioned 
the “Marseillaise”. 

Yet the political influence of Germany, 
Mr Howiller thinks, is almost nil. He dis- 
misses “Paris commentators" who saw in 
local election results last spring a reflec- 
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republics. | 
None of this gets the Estonians, Latvi- 
ans or Lithuanians any closer to indepen- 
dence. Last month Pravda published the 
texts of the original "appeals" by the gov- 
ernments of the Baltic states to join the So- 
viet Union. Extracted at gun-point, these 
documents hardly expressed the will of the 
Baltic peoples. But their publication is a re- 
minder that the Soviet Union is not about 
to let go of what it grabbed 50 years ago. 


tion of recent trends in West Germany 
(the Alsatians gave victories to the Social- 
ists at the expense of the old centre-right, 
and some success to the Greens and the 
far-right National Front as well). Alsace's 
anti-nuclear Greens are a local product, 
he thinks. The leader of Strasbourg's 
Greens, Mrs Andrée 
Buchmann, proudly agrees. 

Stuck between two lines 
of hills, and sitting on one of 
Europe's biggest water-ta- 
bles, Alsace faces enough 
problems of air and water 
pollution to have produced 
home-grown ecologists. In 
the 1970s Greens in Alsace 
stopped a plan to build six 
nuclear power stations in the 
region. Only one, at Fessen- 
heim, was put up; unlike any 
other nuclear plant in France, it must un- 
dergo a safety check by an independent 
board that includes foreigners. 

A few of Alsace's peculiarities remain. 
Church and state are not separate, as in 
the rest of France. The prefect of Alsace 
pays the region's clergy, and an hour of 
religious teaching a week is required in 
schools. Social security, dating from Bis- 
marck, is about 196 dearer—and more re- 
munerative—than in the rest of France. 
Alsace's apprenticeships resemble Germa- 
ny's. It has its own laws for professions 
and for hunters. 

Old language wars are over. Although 
some Alsatians speak the Alsatian dialect, 
or German, almost everyone speaks 
French. Derniéres Nouvelles does a fifth 
of its run in German, but this is likely to 
dwindle. A. 1970s revival of regionalism 
led to the introduction of an hour a week 
of German in schools—hardly enough to 
dent the dominance of French. 

The Socialist mayor of Strasbourg, 
Mrs Catherine Trautmann, seems to 
speak for this new Alsace. At 38, she be- 
longs to a generation for which "German 
influence" has more benign than other 
associations. She was a leader of the So- 
cialist list for the European election in 
June. She thinks her booming region at 
last has a chance to outgrow its “Alsace 
complex”. 
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Turkey 


Inhuman rites 


FROM OUR ANKARA CORRESPONDENT 


ORE than anything else, it is Turkey’s 

dim reputation for human rights that 
has blighted its claim to belong fully to the 
West. In a bid to erase some of the stain, and 
under pressure from prisoners on hunger 
strike, the government on August 13th an- 
nounced a major reform of its prisons. 
Along the way it has admitted to abuses that 
it had always stoutly denied were being 
committed. 

According to Mr Oltan Sungurlu, the 
justice minister, all prison practices which 
are out of line with those in Western Europe 
will be stopped. He mentioned several: no 





Sitting in sympathy with the strikers 


more chaining of prisoners together when 
"hey are moved as a group from their cell 
lock; no more solitary confinement "in 
dark cells"; no more corporal punishment; 
no more bread-and-water diets for trouble- 
makers. Prisoners will be allowed a wider 
range of visitors (not just immediate rela- 
tives), in greater privacy. À new code of 
prison discipline is being prepared. 

These steps are partly a result of Tur- 
key's almost desperate desire to join the Eu- 
ropean Community. But they have also 
been taken because of a public outcry over 
conditions in the jails, prompted by hunger 
strikes in prisons all over the country. A 
score of inmates are said to be near death. 

One incident has particularly riveted 
public attention. The authorities at Eskise- 
hir prison, between Ankara and Istanbul, 
discovered two escape tunnels. They evacu- 
ated the prison and on August 2nd trans- 
ported the inmates in a military convoy to 
Aydin jail, about 250 miles away. During the 
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Gucci comes to Dublin 


FROM OUR DUBLIN CORRESPONDENT 


MONG the sturdy men of the Irish 
countryside, the phrase “Italian tai- 
loring" has only ever had one meaning: 
the sort of clothes worn by the Pope. 
Which may go some way to explaining 
the stir caused by Mr Ray MacSharry, 
Ireland's EEC commissioner, when he vis- 
ited the Dublin horse show on August 
10th. Before he left for Brussels in Janu- 
ary, Mr MacSharry was the picture of a 
politician from the populist Fianna Fail 
party. He wore overly-sober suits, po- 
maded hair, white shirts and stout shoes. 
He usually stuck two pins in his lapel, 
one a fainne pin, which fluent lrish 
speakers wear to invite others to address 
them in Irish, and a "pioneer" badge, a 
mark of support for the temperance 
league. 

No more. After seven months in 
charge of the agriculture portfolio in 
Brussels, Mr MacSharry has gone conti- 
nental. For the debut of his new style at 
the horse show, he wore a bright blue 
checked suit. It had a box-jacket and 
baggy trousers. His shoes were Gucci, or 
nearly so. His tie was paisley. The po- 
made was gone from his hair. 

There may. be more to this change 
than just a mid-life crisis for the 51-year- 
old commissioner. Mr MacSharry was a 
highly regarded finance minister in Mr 
Charles Haughey’s previous govern- 
ment. He helped push the debt-ridden 
Irish economy back towards recovery. 
He left for Brussels when his own popu- 
larity, and Mr Haughey’s, were high. 

Since then Fianna Fail has suffered a 
humiliating election defeat: in June, Mr 
Haughey failed for the fifth time to se- 
cure an overall majority in parliament, 
and was forced into a coalition with the 
Progressive Democrats. The coalition is 
causing discontent in the local branches 
of Fianna Fail. There is talk of replacing 
Mr Haughey as party leader. If a move 
against him comes—probably after Ire- 





move two of the hunger-strikers died, both 
allegedly members of a Kurdish terrorist 
organisation. Their lawyers and relatives 
claim they were beaten to death by guards. 
The government denies it. Some newspaper 
columnists have argued that the hunger- 
strikers should never have been forced to 
make the long journey, and accuse the 
prison authorities of rejecting medical ad- 
vice. Whatever the truth, prison conditions 
suddenly became a hot topic of public 
debate. 

The leaders of the rival left-wing parties, 
Mr Erdal Inonu (Social Democrats) and Mr 


land finishes its six-month term as presi- 
dent of the EEC in the middle of 1990— 
Mr MacSharry will be near the top of the 
list of likely successors. E 
What has that got to do with the | - 
Armani look? Any student of Mr | 
Haughey’s style will have noticed how 
much the party grassroots enjoy the 
prime minister's new-money chic. Mr 
Haughey, born poorish, now lives in a 
stately home, owns a private island, and 
wears notably slick suits. Well done, his 
followers say. The Irish, who suffer one 
of the heaviest tax regimes in Europe, 
like to be kicked with a well-shod foot. 
Mr MacSharry may be planning to 
use his lush new salary (more than 
$150,000 after tax) to present the same 
sort of picture. He perhaps went too far 
for the moment with his suit, but then he 
is searching for the right balance. A 
fainne pin was still stuck in the Milanese 
lapel. 








































That Euro-look 


Bulent Ecevit (Democratic Left), are both 
calling for an amnesty for all political prison- 
ers. The prime minister, Mr Turgut Ocal, is 
unlikely to go that far: too many Turks ill H 
think that left-wing militants convicted oi of 
terrorism deserve to be inside—albeit in bet- 
ter conditions. More than 1,000 prisone S 
are still on hunger strike, though the gov- 
ernment’s promises had gone a long way to- 
wards meeting their main demands. Will the | 
promises be kept? A lot of people, not least 
in Brussels, will continue to watch what goes 
on in Turkish jails. 
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ireen, troubled land 


he new environment secre- 
tary welcomed a report that 
applied free-market principles 

o the environment. It argues 
hat ' 'environmental assets" 
rom hedgerows to butter- 

s) should be given a cash 
ue; taxes could then be im- 
on polluters who reduce 
















| rival of British troops in 


i thodest. The new- 


republican march without in- 
dent. The To director. 
of Nor 





he first ti time since the 
'alklands war, Britain and 
entina began official 

$— but not over the 









policeman's lot 


e South Yorkshire police 
rity rejected the resigna- 
of Peter Wright, the dis- 
rict's chief constable. Mr 
/right had accepted respon- 
vility for the Hillsborough 
tball ground disaster. He 
iad been criticised by a report 
nto the tragedy, now the sub- 























Ister. ine riots were, by past. 










































Britain had its biggest crack- 
down on police corruption 


for 15 years. The chief consta- 
ble of the West Midlands po- 







fof the |" lice purged the whole of his 
Ci nstabulary mingled with a. 






criminal i investigation depart- 
ment's top brass and closed 

. down his serious crime squad. 
Fifty three officers have been 
reassigned to other jobs. 







Holland introduced a football 
| identity-card scheme; it was 
a shambles. Britain's govern- 
ment said it remains commit- 

- ted to its scheme. 




















A survey " di population at 
large, rather than of crime vic- 
tims in particular, showed that 
crime was rising more slowly 
than police figures suggest. 
The Home Office survey - 
showed robberies had risen 
9% in 1981-87; police statis- 
tics give a 62% rise. The ex- 
planation: a sharp rise in the 













|. number of crimes reported to- 
ect of a criminal investigation. |. 






police. 





YOURE NICKED! 


| The country’s ninth-richest 
| | man, German-born Octav 
| Botnar, sold a majority stake 
in Nissan UK (Britain's largest 
car retailer which was owned 
- by him, not by the Japanese 
car manufacturer) to Union 
Bank of Switzerland. 

















Electricity privatisation ran 
into more problems. Because - 
_ of technical hitches, the indus- 
try said that it could not meet 
the government's timetable; 
„| | privatisation may be delayed 
|| by six months. 















| The last coal pit in Kent, 

:]- Betteshanger, won a reprieve 

_| from impending closure. Min- 
| ers agreed to. co-operate with - 





Business as usual — | 
fom du. 
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: Wales will have to study a for- 
anguage. At the mo- 
ver than half of 14- 
and I5-yeat olds do: so. 






- The courts chose; two ee 

_ for release home on bail, 

| tagged by experimental elec- 

4 tronic devices. The first sus- 
-pect’s landlady said she would 

not admit the security staff 

who were to visit him; the sec- 

ond suspect’s house did: not 

have the telephone necessary 

to monitor the bleeps. 


Source: CSC 






Government figures showed, 
for the first time, disposable 
income per head by county. 
The richest, Surrey, is 1.6 
times as rich as the poorest re- 
gion, Northern Ireland. West 
Germany's richest region, 
Hamburg, is twice as wealthy 
as its poorest, Saarland. 


Traffic figures were published 
for 1988. Number of extra 
cars on the road: 1m. Number 
of extra miles of motorway: 0 
(for the first time since motor- 
way building began). 


The chancellor’s high inter-. 
est rates began to bite. A sur-. 
vey by the Confederation of - 
British Industry and the Fi- 
nancial Times said that the — | | + 
growth of consumer spending. las 
had stopped. The association 
of chambers of commerce fret- . 
ted that the policy was biting 
too hard. 





The Daily Telegraph, Aum 
16, 1989. Throughout the 
| land, pioi is oe 
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ngerous doctors 


.. Since February the Department of Health and the British Medical Associa- 
- tion have been s lugging it out over the government’s proposals for the fu- 


- -ture of the nationa 
. match for Whitehall 


Ox ICARCELY a day goes by without an- 
«J other setback for the health minister, 
_ Mr Kenneth Clarke, and his deputy, Mr Da- 
vid Mellor. On August lOth the House of 
10ns social services committee pub- 
yed. a withering report on the govern- 
nt’s proposals for the national health ser- 
-'.vice (NHS). It dismissed the government's 
nm timetable as unrealistic and warned that its 
"main reforms might disrupt the whole ser- 
- vice. 

Five days later the National Audit Of- 
fice complained that, far from possessing the 
expertise needed to implement the propos- 
als, many district health authorities are igno- 
rant of their costs and unable even to bal- 

~ ance their books. Shackled with inadequate 
financial controls, they lack the information 
on which to base the most elementary plan- 
ning decisions. 

Meanwhile, Mr Clarke's attempts to 
persuade general practitioners to accept a 
new service contract have collapsed. In a 
show of strength that he does not really 
have, he has been forced to impose a con- 
tract on a hostile profession. 

The government may be glum, but its 

shite paper on the NHS reforms, ' ‘Working 
atients”, is seen in the Labour party's 
ters as the brightest news for a 
= long time. L abour strategists are convinced 
" that their be oes est st jot at winning the next elec- 
: the three Ms: mortgages, mud- 

a : dici in J On Wednesday Mr Robin 
d shadow health min- ^ 
unched a jazzy Heard | 




























PORE with ad- 
nts, posters and post- 
is clearly intended to 
e health service on the 
ont pages for weeks. 
~ . No doubt this will all be ir- 
 fitating for Mr Clarke. But as 
che takes stock of his position 
from his holiday retreat in 
ance, he is less likely to be 


ed about Labour than 
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ealth service. The doctors have proved more than a 


about the British Medical Association 
(BMA), that bastion of the medical establish- 
ment which has outsmarted him and his of- 
ficials at almost every turn. 


Rebuilding its position 

Ten years ago the BMA could not have taken 
on any government, let alone one as ideolog- 
ically self-confident and politically experi- 


-enced as Margaret Thatcher’s. The associa- 


tion was in the doldrums, firmly linked with 
such un-elevated activities as striking for 
higher wages and softer contracts. A hostile 


public dubbed it the British Money Associa- 


tion and its secretary of the time was 
nicknamed “Docker” Stevenson. In- 
dignant doctors fled to the royal col- 
leges, and membership fell to 
barely half the profession. 
Stung by adverse pub- 
licity and worried about 
diminishing cash, the 
BMA made a deliberate 
decision to revamp its 
image. Out went indus- 
trial disruption; in came - 
well-publicised cam- 
paigns on smok- 
ing, drinking 
and seat 


/ y é 


belts. As it built up a patient 
disillusioned doctors returned t 
Membership is now back to m 
three-quarters of the profession. . 
Mr Clarke appears not to have no 
this revival when he set out on his. 
paign. His strategy—which was intend 
pick off the leaders of the medical profe 
in small groups, isolating the BMA. : 
voice of the wallet-conscious back 
men and winning the support of t 
Colleges—was pitched at the Bv 
rather than 1989. The disastrous: 
that all branches of the profession 
united behind the association. ~~ 
To make matters worse for Mr 
the revival of the BMA has accompa 
riod of turmoil for his own de 
Never regarded as one of Whitehall" 
and still recovering from drastic sur 
July 1988—when Mrs Thatcher s 
from the Department of Social Secur 
lopped off a junior minister into t 
gain—the Department of Health has 
suffering a bad case of divided loyalties 
For decades its civil servants have ma 
their lives easier by corn ! 
























































` recent years Mrs hate 
done her best to. 







Clarke and Mellor: itumarted 
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visory board, still look purely cosmetic (see 
box). Others have hit home. Senior civil ser- 
vants have been drafted in from the Trea- 
sury; strategic planning has been handed 
over to a management executive dominated 
by outside businessmen; the National Audit 
Office has been brought in to monitor NHS 
expenditure, and the Audit Commission to 
go over the books. But while these changes 
have begun to shift the balance in the de- 
partment away from the producer lobbies, 
they have exacted a high price in terms of 
morale and continuity. 

. The department's enthusiasm for the 
NHS reforms was hardly increased by the fact 
that it had little part in drafting the white 
paper. "Working for Patients" was foisted 
on its civil servants by a high-level cabinet 
committee, dominated by the prime minis- 
er, heavily influenced by the Treasury, and 
advised by hand-picked experts like Mr Da- 
id Willetts, director of studies at the Centre 
for Policy Studies. Some Whitehall insiders 
believe the department's resentment against 
this treatment prompted a senior official to 
leak a draft of the white paper just before its 
formal publication, allowing Labour to ruin 
the government's carefully contrived press- 
aunch on January 31st. 

— This is ironic, since nowhere has the de- 
partment been more clearly outmanoeuvred 
by the BMA since January than on the press 
front. Both have spent millions on videos, 
roadshows, leaflets and posters. But the BMA 
has seized the initiative, countering the 
health department's deeper pocket by using 
its nationwide network of sympathetic doc- 
tors to sell its case. 

. Most doctors’ practices have littered 
their waiting rooms with BMA literature. 

And GPs have not been averse to airing their 
grievances to the general public. One mid- 
dle-ranking minister, on a routine visit to 
his GP, was subjected, before he could get his 
shirt off, to a 25 minute harangue on bully- 
boy Clarke and his gung-ho reforms. Politi- 
cians may feel indignant at stories of such 
flagrant misuse of consulting time; but the 
scale of the BMA's operation which they re- 
veal is causing many to pause for thought. 
Doctors, after all, continue to enjoy almost 
automatic public trust—and see some 
700,000 patients a day. 


As well as the GPs, the association has 
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experience on its side. Unlike mo 
civil servants, the BMA's leaders are 
old hands at medical politics, spend- 
ing years learning their craft in the 
labyrinthine bureaucracy of the orga- 
nisation. Its public-affairs division 
employs 13 press officers (as many as 
the Department of Health) and has 
extensive contacts among politicians 
and journalists, including a comput- 
erised list of the medical interests of 
all MPs. 

A remarkable number of opin- 
ion-formers are in hock to this press 
department. Harried journalists can phone 
the BMA and receive neatly packaged opin- 
ions on the medical issues of the moment— 
from abortion to listeria—complete with 
the names and opinions of authorities on all 
sides of the question. 

The association's experience has shown 
in the present campaign, for which it began 
its homework in January 1988, when Mrs 
Thatcher originally announced her inten- 
tion to reform the NHs. By the end of Febru- 
ary 1988—when the internal market was no 
more than a gleam in Mrs Thatcher's eye— 
the association had drawn up detailed con- 
tingency plans. 

Throughout 1988 it lobbied vigor- 


ously—and effectively—against some of the 


Tosh 


UESTION: What does the new 

NHS policy board actually do? 

Answer*: "The NHS policy 
board advises the secretary of state on 
policy formulation for the NHS and 
the strategic oversight of the Nus. It 
does not concern itself with manage- 
ment responsibilities and operational 
detail, which are delegated from the 
secretary of state to the NHS manage- 
ment executive. 

In the light of these principles, the 
board’s functions are to: 
€ support ministers by bringing NHS 
and wider management perspectives 
to bear on the formulation of policy 
objectives for the NHs; 
@ advise ministers on the determina- 
tion of the strategy within which the 
management executive will operate; 
@ advise ministers on the desirability 
and feasibility of operational objec- 
tives proposed for the management 
executive; 
€ monitor the management execu- 
tive's stewardship and performance.” 
Verdict: It would not last long af- 

ter a leveraged buy-out. 


*Source: Hansard, July 26 1989, written answer 
by Mr Kenneth Clarke. 
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more radical ideas doing the rounds in the 
think tanks, notably the introduction of 
vouchers or a wholesale shift to an insur- 
ance-based health system. Even now, the 
BMA has yet to reach the peak of its long 
campaign. Only when the government's bill 
comes before Parliament in November will 
the BMA's propaganda become really blood- 
curdling. 

So far the BMA has clearly got the better 
of the fight—and it knows it. Its secretary, 
Dr Ian Field, jovially suggests that it should 
award Mr Clarke its gold medal for out- 
standing service. Having united doctors be- 
hind the BMA, the health minister has per- 
suaded 1,516 lapsed members to return to 
the fold, and membership is now at its high- 
est in living memory. The association's 
claim to speak as the voice of the profession 
has never been stronger; its relations with 
other medical and health-service bodies 
such as the Royal Colleges rarely closer. 

Blooded by the battle, Mr Clarke is no 
longer inclined to make jokes about doctors 
reaching for their wallets. Once tipped as 
possible successor to Mrs Thatcher, he .. 
now eyed nervously by many backbenchers. 
Ms Harriet Harman, one of Labour's team 
on health, pinpoints his dilemma: “If he 
falls forward the doctors and the public will 
get him. If he falls backwards the prime min- 
ister will get him.” 

The BMA's campaign has taken its toll of 
Conservative confidence. Some leading 
party figures fear that the reforms will be a 
medical and political disaster. "What we 
have is a menu without prices”, argues Sir 
Barney Hayhoe, a former health minister. 
“It is a menu with attractive dishes, some 
without recipes and others untried and un- 
tested." Mr Nicholas Winterton, a Conser- 
vative member of the social services select 
committee, warned last week that the re- 
forms could well cost the government the 
next election. 

But the likes of Sir Barney and Mr 
Winterton—not to mention a gaggle c* 
timid backbenchers—should takelessonsi — : 
politics from the BMA. The BMA’s leaders are 
quite aware that the government cannot 
back down on the main thrust of its reforms: 
the introduction of an internal market. 
They are past masters at whipping up na- 
tional campaigns against reforming govern- 
ments—and then backing down when they 
have got what they wanted out of the new 
system: witness their treatment of Lloyd 
George in 1911 and Bevan in 1948. 

All the expensive brouhaha about sav- 
ing the NHs is designed not to drive the gov- 
ernment back to the drawing board but to 
win concessions. Quite what the BMA has in 
mind remains unclear. “If you reveal the 
bottom line," whispered one leader pri- 
vately this week, letting his Dr Kildare mask 
slip for a moment, "it rapidly becomes the 
top line.” 
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ve E the environmental 
ups, none has a 















px ada accepting 
on ained polychlori- 
'in g shipped from 





consignments th 
nated biphenyl: 
Canada for treatr 
The British h 
tively unworried 


dc waste. Arecent 
_ poll by Mori found that only 44% of respon- 
dents saw it as one of 


of th ox 
important environmental is- 
sues—compared with 66% "i 
nuclear waste. But three-quar- 
"r$ of those polled thought 
itain should not accept im- 
. ' ports of toxic waste from other 
 .EEC countries under any 
Circumstances. 

In fact, Britain does accept 
pe imports, and in rapidly 
growing quantities. (Officially 
described i in Britain as “special 
waste", toxic or hazardous 
waste is defined in confusingly different 
ways by different countries—hence the dis- 
crepancy in British and OECD estimates for 
Britain's imports shown in the chart and ta- 
ble.) The imported variety is still only small 
beer in Britain compared with the domesti- 
cally generated stuff: 80,000 tonnes last year, 
compared to a home-grown 3.7m tonnes. 

The PCBs that Britain was proposing to 
import are the top end, as it were, of the rub- 
bish market: commercial firms charge up to 


ast, been rela- 









i Coming coppers 


FS months on a the country’s 52 
chief constables are the least con- 
spicuous men of power in the land. Then 
something hurls them into the spotlight. 
In recent days this has happened to three 
~ of the most senior. 
je First Mr Hugh Annesley, the new man 
<>} at the top of the Royal Ulster Constabu- 
| lary, went on to the streets of Belfast to 
«watch a Republican march. It showed his 
Officers that he was in charge, and the 
"marchers that he was brave. Then the 
South Yorkshire police authority refused 
to accept the proffered resignation of Mr 
| Peter Wright, the county's chief consta- 
. ble. Mr Wright's force had been ham- 
¿mered by Lord Justice Taylor's inquiry 
to the tragedy at Hillsborough football 
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-£2,000 a tonne to Das them, more than 


for almost any other type of muck. The saf- 
est way to get rid of them is by burning them 
at an immensely high temperature, and only 
two incinerators in Britain can do it: one 
owned by ReChem at Pontypool, the other 
owned by Cleanaway at Ellesmere Port, 
Cheshire. For both, other countries’ PCBs 
are a fraction of throughput: of the 239 
tonnes of PCBs incinerated by Cleanaway in 
the first half of this year, only 38 tonnes 
came from abroad. —— 

Britain has captured the trade partly be- 
cause it began building incinerators capable 
of coping with PCBs 15 years ago, before 
most other countries. But Britain is one of 
only a handful of OECD countries that takes 
other countries’ toxic waste. In Britain's 
case, most of the waste comes from Holland 
or from Ireland, which exports 
all its toxic waste. 

Britain is even more un- 
usual in dealing with all its own 
toxic waste at home (see table); 
although it disposes of more 
than do most other countries 
by dumping it at sea. Almost 
all rich countries, including 
those of Western Europe, send 
at least part of their toxic waste 
abroad; and the greener the 
country (eg, West Germany), 
the more likely it is to pay 
somebody else to do the dirty job. The 
Swiss, who hold referendums to decide 
where to put new plants, end up exporting 
more than half their waste. 

Because Britain cleans up its own back 
yard, British ministers comfortably urge 
such virtue on others. Last year one sug- 
gested that transfrontier shipments of ordi- 
nary waste for landfills should be banned in 
the EEC. Mr Chris Patten, the new environ- 
ment secretary, will press the EEC in Septem- 
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ground in May. | 
Drama enough for the grey men, it 
seemed—only for Mr Geoffrey Dear, the 
chief constable of West Midlands, to 
trump them all. He disbanded the whole 
of his criminal investigation department 
(he had earlier wound up its serious crime 
squad) redeploying 53 officers. His clear- 
out was prompted by persistent evidence 
that detectives invented confessions. 
Most policemen think Mr Dear will be 
the next commissioner of the metropoli- 
tan police. He has all the traditional 
attributes for a policeman (his father was a 
copper, and he is keen on sport) together 
with some of the more modern kind. He 
talks to the press, and, like so many of to- 
day's high-fliers, has a law degree. He has 
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. the prime minister—as indeed he is. 









































ber to adopt this principle and extend 
toxic wastes. 

That may be safe politics, but it 
good economics. Some EEC countri 
as Ireland, may simply generate t 
hazardous waste to incinerate eff 
Nor good greenery, either: the real pr 
with such exports is that most end up it 
third world or Eastern Europe, where 
technology of disposal is much 
sophisticated. 

This global danger is starting to 
rich, muck-passing countries feel guilt 
the poor countries cross. Under a co 
tion drawn up by the United Nations 
ronment Programme and agreed at 
earlier this year, signatory gov 
agree that waste should nc 
borders unless (a) the recipi 
willing to accept it; and—more i important 
(b) the exporting country is satisfied: 
proper arrangements have been made fo 
final disposal. That would stop barrels 
specified muck ending up in the 
backwoods. It would also allow ef 
ish incinerators of PCBs and the- 
tinue to make money from the a 
ness of others. 





useful friends, too. When another top ; pa 
liceman first paid a visit to 10 Downi 
Street, he was surprised to find Mr De 
sitting on the sofa shooting the bree 
(about rugby, probably) with Mr Dei 
Thatcher, as if he was often the gues 


Who apart from Mr Dear is desti 
for the top? Names mentioned most c 
include Mr John Smith, a 51-year-ol 
the Met, who some think will be Lonc 
next deputy commissioner. Two you 
high-fliers are Mr Paul Condon, who a 
takes over in Kent next month, and 
John Evans, the 45-year-old chief cons 
ble of Devon and Cornwall. Both are ke 
sportsmen; both have Oxbridge law. ( 
grees. And watch the 44-year-old Mr 
Whitehouse, deputy chief constabk 
West Yorkshire, who has a Cambridge 
gree. Only in economics, though. 















































a grand design. A special corres 


England. 


ZOU English do it differently. You al- 

ways have, though Thatcherism often 
s to have given seat-of-the-pants plan- 
va new respectability. Take Eurotunnel 

The saga still amazes my friends at the 
itut d' Aménagement et d'Urbanisme de 
gion d'Ile de France. First you opted to 
 tunnel's through-trains as a sort of 
to the Kent commuters' service and 


ved a mini-terminus at Waterloo; then 
hanged your minds and planned a big- 
on at King's Cross; next, you de- 
that you needed a special line after all; 


dig up Peckham to connect with a 
inus that will probably be overwhelmed 
ay the new line opens. 

What has happened in France? At the 
set, we produced a plan for a new high- 
d raillink, the TGV Nord, which will 
straight as a die from Paris to Lille. 
n it will fork: one arm to London, the 
er to Brussels and Cologne. This will 
a 30-mile dog-leg for the London-to- 
is line, which would horrify Whitehall. 
.it will make Lille—capital of the de- 
d Pas de Calais region—the hub of 
west Europe's high-speed train net 
That seems a goal worthy of a grand 


| jut it is not the only goal. We will con- 
TGV Nord to our two existing TGVs, to 
is and to Bordeaux, via a new by-pass to 


airport, the new town of Martel: 


Allez-oop, Angleterre — 


you have changed its route, but still 


i the EuroDisneyland which is just 


links on the two sides of the Channel tunnel are being assembled in line 
h traditional practice: the British muddling through, the French pursu- 
ndent, asked to imagine himself as a 
or French technocrat, describes how he would deal with the south-east 


starting construction and the science city 
now emerging to the south of Paris. At 
Charles de Gaulle, we are already planning 
an ambitious interchange between transcon- 
tinental aircraft and trans-European TGVs, 
and an associated Roissy-Aéroville. The 
route round Paris also serves a wider pur- 
pose. The east of the city, like the east of 
London, is a relatively depressed area; but 
we have had a regional plan for 
it since 1965 and the TGV will 
help us take that plan a big step 
nearer implementation. 

The four lessons in all this 

for south-east England’s new 
tunnel-linked railway are obvi- 
ous. It must 
e pass through the remaining 
relatively depressed areas of 
the — south-east—that is, 
Thamesside Kent plus the 
shadow zone of east London 
around Docklands, stretching 
in a crescent from Hackney 
through Stratford to Barking; 
€ connect in the process with 
any really big development 
plans coming from the private 
sector—starting with Dock- 
lands itself; | 
€ connect with at least one of London's ma- 
jor international airports; 
@ help promote a corridor of high- 
technology growth, preferably in 
such a way that this could aid the 
regeneration of the  depress&d 
areas. 

All a bit fanciful? Not in the 
slightest, given a bit of Callic nerve. 
Here is what to do. 

lay your Channel link as 
straight as possible up the M20, as 
British Rail is already proposing, 
but bend it south of Gravesend to 
follow Thamesside Kent, passing 
north of Dartford and then under 
the Thames to the almost uninhab- 
ited Rainham marshes on the Essex 
side. At the same time, invite inter- 
national bids for the construction 
of a giant theme park in the 
marshes and make sure everyone 
knows the views of the English 
Tourist Board. (lt thinks a 
Rainham theme park could become 
the biggest tourist attraction in 
Britain; and MCA, which runs the 


ering a a Europeas econ 


Next, extend the Channel link line's toa 
big new interchange station at Stratford, 
east London, connecting with the Dock- 
lands light railway and a new east-west re- 
gional express rail from Paddington (already 

planned). After Stratford, divide the line: 
Ed one arm into a King's Cross terminus 
and a link with the Bristol and Manchester 
main lines; send the other up the Lea Valley — 
vía an interchange station at Stansted air- 
port to Britain's own science city of Cam- 
bridge and beyond that to a link with the 
east-coast main line at Peterborough. . 

Everything will then fall into place, as in 
planification it should. Britain's answer to 
our EuroDisney will be flooded in the next 
century with day visitors from as far away as 
Paris, Brussels and Cologne. Stratford, in 
the heart of the depressed eastern zone but 
within minutes of Canary Wharf, will be- 
come London's Eurohub station. Stansted 
will grow into your very own Aérovill 
scooping up transatlantic passengers ar 
distributing them via TOV to a whole range 
of European destinations. The Cambridge 
phenomenon will be even more phenom- 
enal And Newcastle and Middlesbrough 
will get direct, high-speed links with the con- 
tinent, bypassing London and bringing Eu- 
rope dramatically closer. 

Would la dame de fer buy it? She 
should. A private consortium-—called RA- 
CHEL, for Rainham to the Channel Tunnel, 
and including at least one big international 
bank—is positively ipia. to get started. 
The line should be a lot easier to build than 
anything so far proposed by BR—and, with- 
out all those tunnels, a lot cheaper too. 

All you need is vision.’ 
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 anadian Pacific Limited had net income for the 
_ second quarter of 1989 of $136.3 million, or 43 cents 

wail per Ordinary share, compared with $230.4 million, 

- or 76 cents per share, in the corresponding quarter of 

1988. For the first six months of 1989, net income was | 
$270.4 million, or 85 cents per Ordinary share, compared | 
with $414.3 million, or $1.37 per share, in the first half of 1988. 


The companys performance this year has been affected 
mainly by continued weakness in railway traffic, particularly 
grain, and by lower net income from shipping, forest products 
and real estate activities. AMCA International Limited's 
results continued to improve and produced income in the 
first half of 1989 compared with a loss in 1988. 
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1985 1988 
Transportation and Waste Services $ 22.5 $ 798 $ 48.4 $ 161.5 
Energy 35.6 35.7 71.9 557 
Forest Products 58.0 61.4 109.9 120.4 
Real Estate and Hotels 11.6 43.0 26.3 54.0 
Telecommunications and Manufacturing 8.6 (3.5) 13.9 (B.4) 


Discontinued Businesses 
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Net income 





rent 








Average number of shares outstanding (millions) 317.1 
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Peta berets 


Earnings per Ordinary share $ 0.43 $ 07 


























Despite highly-competitive newsprint markets, a slowing 
economy and a strong Canadian dollar, Canadian Pacific 
continues to expect a good level of earnings this year. E 
A successful grain crop this fall should boost railway traffic E 
later this year, demand for pulp is expected to remain firm, i 
and oil prices, while possibly volatile, should remain above 
the depressed levels of the latter part of last year. In the 
second half of 1989 significant land sales are anticipated 
along with gains on the sale of the bulk shipping operations, 
the sale of a 40 per cent interest in CNCP Telecommunications 
to Rogers Communications Inc., and the sale of AMCAs 
Giddings & Lewis unit. 
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180s spending spree. Must 
sk into balance? 

OMO Britannicus, 1980s model, is a 
„spendthrift. Last year people saved 
1596 of their disposable income, com- 
with 1496 in 1980. This enthusiasm 
onsumption overheated the economy 
pushed up inflation and the trade defi- 
: Nigel Lawson, the chancellor of the 
er, reckons that high interest rates 
ueeze the public out of its profligacy. 
sumer spending is now slowing, but it 
take Britons an uncomfortably long 
ie to learn about thrift. 

The usual argument is that high interest 
es squeeze consumption, by making bor- 
owing more costly and by redistributing in- 
ome from. borrowers (who spend most of 
ach extra pound) to savers (who spend 
. But some recent research carried out 


; Mr John Muellbauer and Mr Anthony 

























































e economics team of Credit Suisse First 
oston, an investment bank, found no evi- 
lence that interest rates directly: affected the 
9096 of spending that goes on non-durable 
oods as opposed to washing machines, tele- 
visions and the like. What they did find was 
ine strong, indirect link between rates and 
pending—namely, house prices. 

lis finding supports the “life-cycle” 
heory of consumption. The theory says that 
ople's spending this year depends not just 
_ their income this year, but also on past 
nd future income, and on their wealth. If 
hey suddenly feel wealthier, they see less 
eed to save to cover future spending, and 
therefore rush out to the shops. 
Which is what seems to have happened. 








cacia Avenue and the trade deficit 





( urphy of Nuffield College, Oxford and . 


he prices of houses (about 6096 of total. 


Ratio of house prices 
to average earnings 


96064 68 72 76 80 84 88 


ming house prices were partly to blame for falling savings and the 
ey now fall sharply to bring the economy 


wealth) and equities have boomed, Britons’ 


illiquid wealth (excluding cash and bank de- 


posits, that is) has risen from 3.6 times their 
disposable income in 1981 to a record high 
of 5.7 times last year. The researchers con- 
clude that this is one of the main causes of 
the slump in savings. 

The freeing-up of the financial markets 
has also encouraged newly wealthy Britons 
to spend. Deregulation has made it easier to 
borrow and hence “unlock” illiquid wealth. 


A couple moving house might get a larger 


mortgage than necessary and blow some of 
their capital on a boat or a car. 
This argument says uncomfortable 


things to the government. Unless house 


prices fall relative to incomes, the savings ra- 
tio will continue to fall and demand will rise 
too fast. Although house prices are falling in 
the south, the Halifax Building Society's na- 


tional figures still show a rise of 1896 in the 
year to July. The ratio of house prices to - 


earnings therefore remains at a record level. 
And the authors think that there is a lag be- 
tween increases in wealth and increases in 
spending: they reckon that there is another 
896 rise in spending to feed through. 

What does this mean for the next cou- 
ple of years? Suppose that non-housing 
wealth increases in line with income and av- 
erage house-price inflation falls to zero by 
the end of next year. Then, according to the 
researchers’ model, people’ s savings ratio 
will continue to fall this year, and spending 


on non-durable goods will accelerate later in. 


the year. In 1990, although the savings ratio 
will rise, it will remain below its first-quarter 
1989 level. So, Mr Lawson, demand may not 






Ratio of household 
illiquid assets* to 
disposable income 















496064. 68 72 76 80 84 88 | 




















Another chance to unlock wealth 


slow ET to make a real dent in inflatic 
and the trade deficit. l 

To boost savings, therefore, the govern- 
ment can either take the gentle road and al- 
low wage inflation to reduce people's real 
wealth while house: prices stagnate for sev- 
eral years, or it must inflict real pain on the 
housing market and push interest rates 
higher still so that prices fall sharply. That 
would be politically awkward ahead of an 
election: some voters would suddenly find 
their homes worth less than their mortgages. 
Yet double-digit inflation might be even 
more awkward. 

Before you rush off to sell your house, 
though, a few crumbs of comfort. The CSFB 
study may be too gloomy. It probably has 
not taken full account of the impact of the 
slump in housing turnover, as opposed to 
prices, on spending. Lower turnover can do 
the same job. as lower prices. The boom in 
housing activity led to a marked increase in 
equity withdrawal from the housing marker 
to finance other spending. Likewise, the cu 
rent slump in turnover (down a quarter on 
last year) will reduce consumption. 

According to Goldman Sachs, another 
investment bank, equity withdrawal from 
the housing market—the difference be 
tween what people borrowed for house pur- 
chases and what was spent on houses—in- 
creased from £2 billion a year in the late 
1970s to £18 billion last year. With fewer 
people moving house this year, they reckon 
that cash withdrawals could shrink by £5 
billion and trim consumer spending by 2%. 

Finally, Mr Lawson can also take com- 
fort from the fact that interest rates do at 
least have a big direct effect on the 1096 of 


spending. that. goes on consumer durables. 


igh proportion of 
resent medicine 
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Manoeuvrings 


king for a quick kill before 
ntainers has a chance 

its assets, Tiphook and 

' Stena, the British and Swedish | 
bidders for the shipping and 

| hotelowning group, have 

. raised their offer above $1 bil- 

,or$63 a share—$13 a 

re than their starting 


















Buy-out kings at Kohlberg 
Kr vis Roberts obtained off- 


i | permission to 


|. conglomerate for about $1.8 

| bil on. Sir Owen Green, BTR's 
chairman, optimistically de- 
scribed KKR's gesture as the 
prelude to collaboration. 






E John Elliott's scheme to buy 
shares in Elders IXL, an Aus- 
 tralian beer to sheep-dip 

group he already runs, has 
been condemned in a report 
prepared for the Elders board. 
According to the scheme, Mr 
Elliott would buy up to 1796 
of Elders which is being sold 
off by the AFP investment 
group and Goodman Fielder | 

-. Wattie, a food retailer. Mr El- 


liott already owns a quarter of 


Elders through an investment - 


vehicle called Harlin. 







Time for a new pose. e. Having 
“added to its broadcasting in- 
| terests, Miss World, a beauty 
| contest organiser hoping for a 
1 Miss USSR in its line-up this 
year, has renamed itself Trans 
World Communications. A 

e over-made-up, perhaps? 


— 


| Qoodbjs, hlc 


I William Shockley, who 


Current leaks 


Israel's public-sector conglom- 
erate Koor, which is plagued 
by debts of $1.25 billion, has 
decided to sell Tadiran, its 
electronics subsidiary. AL 
though Tadiran makes over a 
third of Koor's annual $2.5 — 
billion sales, it lost $75m in 
the first six months of the’ 
year. 


After recent losses due to poor 


demand, Ashton-Tate, a sup- 
plier of database software for 


- personal computers, said it 


would lay off 15-2096 of its 
1,730-strong workforce. Al- 
though Ashton-Tate expects 
to lose about $20m on sales of 
about $60m this quarter, it 
hopes to be in profit by the 
end of the year. 


Wang Laboratories, a mini- 
computer maker which lost 
$424m in the year to June - 
30th, suspended repayments 
on its debts of almost $1 bil- 
lion, after talks with its bank- 
ers foundered: 


helped invent the semiconduc- 
tor transistor in 1947, died 
aged 79. He leaves behind him 


‘a world which stuffs chips into 


everything, a $60 billion-a- 


| year semiconductor industry - 


and, the product of his later 
years, a racist theory of inher- 
ited intelligence. 


George Bush picked Richard 
Breeden as the head of the 


TUM 


Securities and Exchange Com- 
mission. Mr Breeden is fresh 
from designing a plan to res- 
cue the savings and loan in- 


- dustry, having served as Mr 


Bush's adviser when he was 
Vice-President. 


Retired admiral Sir Raymond 
Lygo will be succeeded as chief 
executive of British Aero- 
space by Richard Evans, boss 
of BAe's defence companies. A 
rival internal candidate, Sir 
Graham Day, left for Cadbury 


Schweppes earlier this year. 


Never one to linger, Lord 
Hanson began selling off bits 
of Consolidated Gold Fields 
which he bought for $5.3 bil- 
lion a week earlier. First to go 
was most of ConsGold's hold- 
ing in Gold Fields of South 
Africa (GFSA) for $580m. It 


was bought by two South Afri- 


can companies, Rembrandt 


and Asteroid Pty (itself partly 


owned by GESA). 


Meanwhile, the share price of 


Smith Corona, an American 
typewriter and word-processor 
maker, just under half of 
which belongs to Hanson, has 
tumbled 23% since August 
10th upon news of a 10% cut 
in its workforce. This came 
hard on news of a $1.4m loss 
for the quarter to June 30th. 


State business? 


The latest ruse to persuade 
Russian farmers to produce 
more: pay them for it. This 
year Russia imported 33m 
tonnes of grain from the West, 
costing over $7 billion. In a 
two-year experiment the Rus- 


SPLASH NARRATES SE TAHIR PRT A PANERA te rar AY ———————————————— PROPRE 










20% be value. 





sian government will pay t 
in hard currency for 
grain and oilseed. — 












Everything bad is up do 
der. In the final Austral 
budget before the next ge 
eral election, fina 
Paul Keating predicted 
tion would climb a little 
7.5% and the current-acc 
deficit grow to $14.2 billic 
a worrying 596 of GDP. 




























Finance 
Merrill Lynch has finally 
bowed out of London’s mai 
ket in British government - 
bonds. In 1987 Merrill lost 
$13m trading gilts. A report 
by the International Stock 
change said that the going wa 
still tough in the Londen 
ties market too. 


Drexel ee Lambert 
has paid out almost $1m to 
ten states in America-and - 
Canada in order to put its hi: 
tory of wrongdoing behind it. 
Earlier this year the invest- 

ment bank pleaded guilty: to 
various securities fraud 
charges. Drexel said that 
pected to fork out another 
$11.5m before the saga was | 
over. T 
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A dreadful hangover follo 
an extravagant year for sal 
of Scotch whisky in 1982 
Now things are looking up — 
again. Sales in the first half 
1989 grew 4% by volume, 
most reaching 1982 levels. 
Better still, they grew about 
























































. As a financial market- 
“place, West Germany unde- 
_ niably has many advantages: 
it offers political and econ- 
omic stability, the D-mark is 
“one of the world’s hardest 
- currencies and cross-border 
movements of funds are in no 
way impeded. In addition, its 
banking and stock exchange 
systems operate smoothly 
and securities transactions 
are handled quickly and 
. reliably. 

Based on their combined 
turnover, the eight German 
regional bourses rank second 
in Europe, behind London 
-yet ahead of Paris and Zurich. 
.. Nonetheless, the significance 
< of West Germany's financial 
.markets is in no way com- 
- mensurate with its economic 
power. One reason for this is 
the absence of an efficient 
market in options and finan- 
cial futures contracts. 


Hedging instruments 

For some time now, the 
-. global financial markets have 
had to cope with highly vol- 
 atile exchange and interest 
rates. Institutional investors 
_in particular generally want to 
protect their assets against 
. excessive market fluctua- 
tions and for this purpose a 
number of innovative finan- 
. cial instruments, including 
options and financial fu- 
"tures, are available to 
them. The popularity of both 
| has increased dramatically 
over the past few years 
thanks to the development 
of standardised contracts 








The Commerzbank report on German business and finance 


and the fact that they can be 
traded on key exchanges 
such as Chicago, New York, 
London and Paris. 

Unlike its major rivals, 
West Germany still imposes 
certain restrictions on fu- 
tures trading. Options con- 
tracts have been traded since 
1970 on shares and since 





1986 on bonds as well, yet 
the significance of this seg- 
ment of the market is margi- 
nal. And there is still no mar- 
ket at all in West Germany 
for DM futures contracts, 
which clearly places "Finanz- 
platz Deutschland" at a com- 
petitive disadvantage. But this 
deficit is now to be remedied: 
In 1990, the DTB (Deutsche 
Terminbórse) will open its 
doors in Frankfurt for busi- 
ness in options and financial 
futures. | 

The new bourse will be 
fully computerised like its 
Swiss counterpart, Soffex. 
Dealers will conduct their 
business via display screens 
linked to a central computer 
rather than on a trading floor 
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‘he DTB: West Germany's new 
: options and futures exchange 


as they do at the country's 
stock exchanges. Market 
entry will be possible from 
any point in West Germany. 
Computerised trading will 
guarantee a high level of 
market transparency and 
the rapid handling of trans- 
actions. As regards trading 
practices, the orderly func- 





tioning of the market, and the 
procedures employed, the 
highest standards can--and 
will-be maintained. The 
exacting criteria which must 
be met by clearing firms, 
together with the exchange's 
high margin requirements, 
will also help prevent trad- 
ing abuses. 

Another new departure 
for West Germany is the fact 
that some players will act as 





market makers in order to 


guarantee that the market 
has sufficient depth in the 
equities in which they regu- 
larly deal during trading 
hours. 

The key decisions have 
also been taken concerning 
the instruments to be traded. 
Initially, call and put options 
will be available on 14 high- 
turnover German equities. 
In addition, financial futures - 
will be offered later. These 
will take the form of contracts 
on a German stock index or 
on a "notional" German 
Government bund with a 
nominal interest rate of 6% 


and a maturity” of 8 to 10 ae 


years. Furthermore, plans 
call for the introduction of 
short and medium-term in- 


' terest-rate futures. 


However, a lot of work re- 
mains to be donebefore the fu- 


tures exchange can open for 
business. So far, though, ev- 


erything is running to sched- 
ule. The Government is 
helping to get the exchange 
off to a good start: for in- 
stance, it will probably allow 
German insurance and 
investment companies to 
trade in futures contracts. 
As from early next year, the 
DTB will be able to provide 
both domestic and foreign 
investors "with: valuable 
services; institutional in- 
vestors from abroad will 
then have access to 
DM-based hedging instru- 
ments which are com- 
parable to those they are 
accustomed to using in 
their home markets. 


COMMERZBANK 3l 
German knowhow in global finance 
VIEWPOINT is presented as a. regular service. to the international 


business and financial. community by the Economies Department 
of Commerzbank, PO. 20r 100505, D-6000 Frankfurt/ Main 1. 


; International presence: Aien Antwerp, Atlanta, Barcelona, Beijing, Brussels, Buenos Aires, Cairo, Caracas, Chicago, Copati, Geneva, Hong Kong, li stanbul, | 
Jakarta, Johannesburg, London, Los Angeles, Luxembourg, Madrid, Manama (Bahrain), Mexico City, Milan, Moscow, New or — Paris, Rio de Janeiro Rotterd 
Sao Paulo, Singapore, Sydney, Teheran, Tokya. Toronto, Zurich. pm 
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Japan's smokestack fire-sale 


TORYO 


FTER three years of hectic diversifica- 
tion, much noticed abroad as a miracle 
of job-preservation, Japan’s smokestack 
manufacturers are returning to the business 
they do best: making smoke. Many of their 
ventures into high-technology, leisure and 
consumer markets—to replace revenues lost 
steelmaking, shipbuilding and mining as a 
result of the soaraway yen—have turned out 
. to be flops. One by one, the big names of 
_ Japanese heavy industry have been quietly 
. withdrawing from some of their weirder 
investments. — I 
—-— Nippon Steel has quit the mail-order 
siness. Most of the 20 pilot plants built by 
cals. and metals firms who piled 
lindly into the already crowded business of 
king video-tape materials are now lying 
le. The latest casualty of this trend back to 
iness is Minebea, the oddball com- 
ny that is the world’s biggest maker of 
- . miniature bearings. It recently cancelled in- 
-- vestment in electronics and curtailed the 
- new division's operations. Since 1986 the 
~~. company has been banking on electronics to 
- help it quadruple its present sales to X1 tril- 
- lion ($7.1 billion) a year by 1991. Minebea 
has spent Y23.5 billion setting up a labora- 
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tory, a manufacturing plant and two over- 
seas subsidiaries for its electronics division. 

The steel industry had the most ambi- 
tious and bizarre plans for diversification. 
Between them the six biggest steelmakers set 
up no fewer than 500 new ventures over the 
past three years—mostly as acts of despera- 
tion. The largest of them, Nippon Steel, 
which produces 2796 of Japan's steel, saw 
sales fall precipitously in 1986 as it was 
priced out of one export market after an- 
other by South Korean, British and Ameri- 
can producers. For the first time in living 
memory, the proudest of Japanese blue 
chips sank ignominiously into the red. - 

To rebuild its business, Nippon Steel 
was forced to take savage cost-cutting mea- 
sures—rationalising its production, diversi- 
fying into high-growth areas and adopting 
an aggressive schedule for refinancing its 
long-term debt. Following the announce- 
ment of the turnaround plan in February 
1987, Nippon Steel began closing four of its 
eight ironworks and axing 19,000 jobs. By 
1991 its workforce will have been slimmed 
yet again (a further 13,000 jobs are to go) to 
just 27,000 people. Already profit has recov- 
ered spectacularly. Despite reduced sales, 




































Nippon Steel's pre-tax profit thi 
pected to be Y185 billion, its 
1980. oon 
Many of the new businesses—trave 
vertising, catering, market gardening, « 
that Japan's smokestacks diversified. 
were little more than make-work sche 
Subsidised by government handouts f 
training, new ventures were frec 
started to tide redundant workers ove 
proper jobs could be found or, with 
workers, until they reached retireme: 
But in bringing in-house numerous j 
were formerly done outside, Japan' 
engineering groups merely passed thi 
employment on to others. Te 
Nippon Steel has been one of the 
offenders. When it closed its blast furt 
Kamaishi, 400 miles north-east of ” 
with the loss of 1,600 jobs, it took px 
ensure the people found new posts. 
knock-on effect among subcontracto 
suppliers put several thousand local | 
on the dole. Across the country as a whe 
unemployment fell from a high of 3.2 
early 1987 to a low of 2.396 in 1988 
Kyushu and Hokkaido, the two r 
hardest by Japan's own rustbowl eff 
lessness has remained stuck abov 
(equivalent to around 642% on Brit 
American definitions). oV e 
Though such firms as Mitsubishi Hea 
Industries, Nippon Steel, Ishik I 
Harima Heavy, Sumitomo Metal A 
and Dowa Mining lack for noth: 
of technical expertise, they proved slo 
developing the marketing skills neede 
break into high-growth businesses like 
materials, telecommunications, . fac 
automation, semiconductors, software 
neering, biotechnology and leisure, 
played follow-my-leader, waiting for 
novator to make a move and then c 
as a group into the same market i 
broadly similar products. b. 
Japan now has ten makers of 
crystalline silicon, the starting mate 
most semiconductors, where a fe 
the Y160 billion market was sh: 
ably by just four suppliers. Today 
making enough out of the busin 
costs. The same goes for the special 
ket for gallium arsenide, used in mot: 
microchips. Again ten suppliers, i 
giants like Mitsubishi Metal and 
Mining, are trying to scratch a living o 
business less than one-tenth the size 
monosilicon market. | 
Theme parks are another craze th 
lost its appeal. Owners of derelict shipy: 
and ironworks drooled at the takir 
Disneyland and rushed to build leisure 
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; on their vacant sites. The property re- 
sed by Nippon Steel's closure of mills and 
naces alone amounted to 70m square me- 
s. In land-hungry Japan such a resource 
ght to be a gold mine. Nippon Steel is 
veloping its Sakai plant with the help of 
‘A of America into a leisure park. Its dere- 
t Yahata works has been transformed into 
other theme park called "Space World". 
< Unfortunately, theme parks are spring- 
up in most prefectures in Japan. Apart 
1 the original Disneyland in Tokyo, few 
close enough to big cities ever to be able 
cover their costs. The latest, Yokohama 
otic Showcase, is just 40 minutes from the 
ntre of Tokyo but is financially a flop. Un- 
nted, Nippon Steel says it wants half of 
Y4 trillion a year revenue it expects to be 
ing by 1995 to come from non- 
Imaking activities. At present, 80% of its 
me is derived from making steel. 

In 1986, the year heavy industry in Ja- 
pan hit bottom, firms diversified faster than 
have ever done. The Fair Trade Com- 
sion, an agency in the prime minister's 
sè, reported that sales by newly formed 
iness reached 2096 of total company 
les that year. That was a full five percent- 


-QYUCCESSFUL foreign companies that 
AJ manage to invest directly in Japan 
tend to do rather better on some measures 
than domestic firms. The Ministry of In- 
ternational Trade and Industry, in its 
. most recent annual survey of foreign busi- 
nesses in Japan, found that the foreigners’ 
operating margins, at an average 6.1%, 
were nearly two-and-a-half times as high as 
those for Japanese companies. 
Foreign direct investment in Japan re- 
mains relatively tiny—and especially in 
omparison with foreign direct invest- 
ment by Japanese companies. But it is 
growing bit by bit. New investment in the 
nancial year to last March was 46% 
igher in value than in the previous year, 
at $3.2 billion. Though there were only 
around 4,300 cases of investment, they ac- 
counted for 13.596 by number and one- 
quarter by value of all foreign direct in- 
vestments made in Japan since the end of 
the post-war American occupation. 
. There was a long period after 1964 
when Japan shut its door to foreign inves- 
ors unless they were bringing in wanted 
echnologies. It was not until 1976 that 
irtually all regulations had been removed 
nd foreign companies were allowed to set 
p wholly owned subsidiaries and to take 
ver Japanese companies. “National inter- 
est” still restricts foreign shareholdings in 
ertain industries such as telecommunica- 
ns, broadcasting and airlines, though 
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age points higher than the previous peak (in 
1984) in new business activity. The numbers 
are not yet in for 1988, but preliminary find- 
ings confirm that diversification is no longer 
as fashionable as it was a couple of years ago. 

The steelmakers, in the event, got a far 
more useful boost from the government's ef- 
forts to stimulate the domestic economy— 
by pouring the best part of Y6 trillion into 
public works in 1987 and then stoking up a 
house-building boom. The sudden spurt in 
domestic demand for structural steel caught 
South Korean manufacturers unprepared 
and saved Japanese steel firms from having 
to gouge their prices. 

The real saviour of Japan's heavy indus- 
try was the rising stockmarket. By the end of 


fiscal 1985, Japan's six leading steel compa- - 


nies, with combined sales of only Y6.4 tril- 
lion, had chalked up ¥6.5 trillion of debt. 
Most of this was in the form of long-term 
loans bearing interest rates of 6.596 or more. 
This was costing them a staggering X560 bil- 
lion a year in interest charges alone. Relief 
came in the form of Y210 billion-worth of 
warrant and convertible bond issues that 
Nomura Securities—Japan’s largest broker- 
age firm and with close ties to the prime 
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Land of eastern profit 


two of the industries most heavily pene- 
trated by foreigners are electronics and 
pharmaceuticals. However, xenophobia 
still restricts hostile approaches. 

A more depressing statistic for foreign- 
ers is that they accounted for less than 196 
of sales in Japan (2.396 of sales for manu- 
facturing companies). Many foreign firms 
have remained shy of setting up shop in 
Japan because of the expense and the diff- 
culty in recruiting good Japanese manag- 
ers. Even joint ventures have tended to be 
short-lived. Recently, foreign companies 
have taken advantage of the high level of 
the yen and of share prices in Tokyo to 


"minister s office—sti 


market in 1987. — ^^ TE 

With issuing costs of less than 0.5%, 
these equity-linked instruments allowed the - 
big six steel firms to start retiring their crip- 
pling long-term debt. Today, their interest 
charges are less than half what they were in 
1985. Coupled with reductions in man- 
power, such savings pass straight through to 
the bottom line—and are largely responsi- 
ble for the steel industry's three-fold in- 
crease in pre-tax profits over the past couple 
of years. 

So Japan's old-fashioned heavy manu- 
facturers have learnt the same message as 
those in other rich countries—getting into 
new-fangled fields can be fun, but it is rarely 
a substitute for the firm's core business. The 
answer, as ever, is to cut costs—of materials, 
labour and, above all, capital—and then 
concentrate on doing the things that the 
company does best, except with even greater 
skill, higher added-value and more innova- 
tive flair. The best legacies of the rush to di- 
versify are the shiny new laboratories an 
teams of white-coated boffins. They are go - 
ing to be needed more than ever, — — 
cessation coc ar 








i 
sell out to their Japanese partners. Before | 
the appreciation of the yen in 1985, for- | 
eigners bought out Japanese partners as | 
often as the other way round. | 
Many of the best foreign success sto- | 
ries in Japan date from the immediate post | 
war period, when there were no restric- | 
tions on direct foreign investment in Ja- | 
pan if companies were prepared not to re- | 
patriate profits. Coca-Cola was one such 
“ven company” that has reaped the bene- 
fit of staying for the long haul (see table). | 
The most spectacular success is IBM Japan, | 
which ranks 14th in the earnings league of | 
Japanese companies. That puts it only a 
place below Matsushita Electric, Japan’s 
(and the world’s) biggest consumer-elec- 
tronics company. 
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One consequence of the on European market is a creeping transfer of 
| regul tory 


ë finm adii f, polaron product dump- 
ing, public procurement and competition 
policy ds all need to take account 


3T ; of the rules applied elsewhere. 


“But how should this co-ordina- 
tion be achieved? One approach is 
for national governments to re- 


| main as regulators, but to draw up 


" their rules in collaboration. The 
other, unsurprisingly favoured by | 
the European Commission, is for — | ` 
member states to devolve their reg- 
ulatory power (and with it some of © 
| their sovereignty) to Brussels. A re- 
"cent paper* by two Cambridge 
economists, Mr Konstantine 
Gatsios and Mr Paul Seabright, ar- 
^gues that devolving some regula- 
tory power to Brussels can be bene- 
ficial to member governments and | 
consumers alike. | 
Take pollution. Emissions of, 


|. say, sulphur dioxide result in costs 
` (eg, acid-rain damage) which tran- 


scend national borders, while the eco- 
. nomic benefits of the polluting activity 
. (generating electricity) accrue solely to a 
“single economy. Governments are there- 
. fore tempted to tolerate higher levels of 
| the polluting activity than a jointly agreed 
. European target would dictate. So all 
.. countries become worse off by pursuing 
- their individual interests. Better, perhaps, 


Yd to devolve regulation to Brussels. 


` The abuse of market power poses simi- 
lar problems. When, say, a French firm ex- 
"ercises monopoly power throughout Eu- 
tope, the costs of its market power (eg, 
igher prices) will be borne partly by for- 
eign consumers. Its excess profits, how- 


] ever, may accrue almost entirely to the 


French economy. As long as the domestic 
economic benefits are greater than domes- 
-. tic costs, national governments may toler- 
-ate considerable abuse of market power— 


n if the Europe-wide costs greatly ex- 
he benefits. 


p M to Brussels. Should Europe’s governments tremble? 


. This suggests that Brussels is a more. 
appropriate regulator of companies which — 
„sell across Europe. In many ways it is al- 


ready tougher. EEC regulators imposed 
stiffer conditions on British Airways’ 
takeover of British Caledonian than did 
Britain's Monopolies and Mergers Com- 
mission. This need not be a criticism of 


the commission: its remit, like that, say, of 


West Germany’s Cartel Office, is to safe- 
guard domestic interests. With the advent 


of the single market, a regulator that takes 
the interests of all European consumers 
into account is called for. 

State aid to industry is another area 
where national and EEC interests can con- 
flict. Ostensibly used to correct domestic 


market failures, state aid is often wielded 


to improve firms’ international competi- 
tiveness or to squeeze out foreign compet- 
itors. The Jahrhundertvertrag contract, 

which commits West Germany's electric- 
ity industry to buying large quantities of 
domestic coal, is a good example. Brussels 
is now insisting that West Germany cuts 
state aid to its mines. 


Brussels sprouts 


Surely, reason regulatory nationalists, all 
that is needed is greater co-operation be- 
tween national regulators—not delega- 
tion to Brussels. Messrs Gatsios and 
Seabright disagree. First, they suggest that 
co-ordination between national regulators 


is almost impossible to achieve. In the 
gle European market there will rarely be 
a: optimum regulatory solution to a 
market failure—more likely several th 
differ only in the distribution of costs: 
benefits between members. Rather 
co-operate, countries have an inc 
block agreements which do not all 
the lowest costs. Pass the resus 
to Brussels and regulations, while 
needing member-country rubber stamp 
should get agreed faster. 

Perhaps the best reason to delega 
power to Brussels is to increase regulato 
credibility. The blurring of national reg 
lators’ aims with those of governmen 
(such as preserving employment) ca 
amount to "state capture" of regulatoi 
agencies. "Industry capture" is anot 
risk: regulators of domestic industr 
working closely with their charges. 
years, can end up as industry lobbyists 

Devolve regulatory power’ i 
Brussels, and this risk diminis| 
That alone, think the Cambrid 
economists, will increase the cred 
bility of any regulatory regim 
While firms may—often | 
rectly—believe that domestic re 
 lators will treat them gently in t : 
national interest, they will exp 
less favouritism in Brussels. T 
will in turn tend to increase firm 
compliance with regulations. Be- 
cause Brussels is regulating a fat 
larger number of firms than any na- 
tional regulator, it has more to gai 
by being tough in individual cases 
Are there dangers in devolvi 
to Brussels? One is that the Eù 
pean Commission will succumb t 
“bureaucratic capture" as its re 
latory aims come increasingly to rt 
flect the individual aims of íts sta! 
bureaucracy has never been a Brusse 
weak-point. There is also a risk that Br 
sels regulators, while not identifying w 
national or industry aims, may adop 
pe Europe" approach that gives 
tle weight to consumers’ interests. ` 
Commission's imposition of import 
ties on Japanese electronic typewr 
and Hongkong denim suggests that tl 
a real danger. | 

The biggest headache will be co 
sion over regulatory responsibility. Br 
sels will find itself supplementing rat 
than supplanting national regulator: 
many of the areas it seeks to police. It is 
such regulatory quagmires as competiti 
policy, where Brussels could find it: 
constantly at odds with still-feisty nation: 
regulators, that the new breed of Eur 
regulators will face their stiffest test. 

* ee in the European Community. Publis 
in the Oxford Review of Economic Policy, vol 51 m 





- Personal computers 


perna American 


INCE America’s Apple introduced the 
personal computer over a decade ago, 
pessimists have been waiting for the Japa- 
nese to take over the industry—as they did 


. memory chips and consumer electronics. 
= The pessimists are still waiting. The Japa- 


. nese have made big inroads into some sec- 


. tors of the personal computer market—no- 
— tably laptop machines—but the world's Pc 
: _ industry is still dominated by three Ameri- 
. can firms: IBM, Compaq and Apple. All 


pr^ 


Biiented. In 1983 iBM and Ap- 
. ple held 43% of the American 


. not as well as America’s 


-three are confident that Americans will re- 
. main on top. The reasons why may provide 
. some lessons for other, more beleaguered 

- western manufacturers. 

— . Theargument for Japanese hegemony is 
_ simple and compelling. Because a computer- 

. user's investment in software quickly out- 
— strips the cost of a new machine, PCs must 

. inevitably become a commodity item. Cus- 

E tomers will simply buy the fastest and cheap- 

est box which can run their software. Given 
a target—ie, running the same software as 
the standard-setting IBM PC— Japanese firms 

T ‘ave proved themselves past masters at 

p cking together quality and performance at 

.ever-declining prices. Therefore, the Japa- 

nese must dominate the PC industry. 

* Well, pcs have been a commodity item 
for several years, but the Japanese have not 
benefited. In 1984, three years after IBM in- 

ki troduced its PC, computer-market research- 

ers at Dataquest calculated that Japanese 

- firms sold 13% of the 15m rcs sold world- 

wide, while Americans sold 68%. By 1988 

_ the American share had shrunk slightly, to 

E of the 19.2m rcs sold. Japanese firms' 
= pc-market share climbed only to 16%. The 
. biggest winners have been upstarts such as 
. South Korea and Taiwan, whose combined 


- share of the PC market has 
B oed from 296 in 1984 to 


. 1096 in 1988. Instead of falling 
. to Japanese behemoths, com- 
. puter markets have frag- 


. market. By 1988 their com- 
bined share had fallen to 28%. 
- Japanese firms did better, but 


Compaq or Zenith. 
— Three problems have be- 
. devilled Japanese efforts to 
f arier computer markets. 
lone is about to go away. The 
Br i is Japan's home market. Japanese busi- 


i . nessmen have been slower to adopt comput- 


" 
LA 
> 


d 


| en than westerners—largely because a lan- 
. guage which requires 7,000 ideographs plus 
-two sets of more than 50 phonetic charac- 
ters has left executives with a tradition of 
 hand-written communications instead of 
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False horizons 


typewriting. Worse, there is no common 
standard for PC technology. The Japanese PC 
market is dominated by NEC, with a 5096 
share, but Japanese PCs will run neither soft- 
ware written for competitors' machines nor 
that for IBM-compatibles. So Japanese firms 
hoping to export PCs must juggle two tech- 
nologies. 

Even if success eventually comes to re- 
peated attempts to set a Japanese computer 
standard it may be too late for the Japanese 
to use global economies of scale to slash 
prices. The PC-components industry has al- 
ready become global. Compaq's chairman, 
Mr Ben Rosen, calculates that 90-95% of the 
cost of building a PC is made up of bought-in 
circuit boards, disk drives and the like. Ev- 
erybody, everywhere, deals with the same 
component suppliers, so price cuts must 
come largely out of margins or overheads. 

The stiffest price-cutting competition 
now comes not from Japanese giants but 
low-overhead small firms in 
America whose advertisements 
clog the pages of computer 
magazines—like ^ Northgate, 
Trillian and Corporate Com- 
puters of lowa. Many sell by 
mail order—partly because 
most computer stores will only 
stock the higher-margin wares 
12 68 | of brand leaders and partly be- 
08 24 | cause mail-order sales help 

m keep prices low by eliminating 

the dealer's margin. Probably 

19 | the biggest mail-order com- 
puter retailer, Dell Computer, 
was founded in a University of 
Texas dormitory and has grown in a few 
years into a business with annual sales of 
several hundred million dollars. 

Meanwhile, at the top end of the com- 
puter market, IBM, Compaq and Apple have 
several tactics to fight off their smaller, 
cheaper rivals. One is old-fashioned brand 


25.4 157 
17.7 122 
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marketing. All three firms spend lavishly *^ - 
keep their virtues in front of the public ey 
They are busily devising schemes to rewaiu 
dealers for giving their wares the most prom- 
inent shelf space, the sweetest sales pitch 
and the best after-sales service. Dataquest 
estimates that the typical discount from sug- 
gested retail price at which computer stores 
buy has widened from 30% in the mid-1980s 
to 40-50% today—though so far without 
deeply denting big manufacturers’ margins. 
The market leaders’ most powerful com- 
petitive weapon, however, is innovation. Pa- 
tient, deep-pocketed Japanese firms like NEC 
and Epson have kept up with the Ameri- 
cans’ advertising and in many cases have 
outdone their discounts. By so doing they 
have got their wares on to the shelves of 
computer stores. But the Japanese have not 
managed to drive the pace of innovation. 
Even in laptop computers, Japan’s forté, 
Toshiba’s 1988 sales of 230,000 put it only 
neck and neck with America’s Zenith, and 
Toshiba has found itself unexpectedly ha 
ing to catch up on things like screen tec 
nology. Compaq’s Mr Rosen reckons that 
90% of his company’s sales come from prod- 
ucts introduced within the past two years. 
And the Americans are setting the pace on: 
@ Microprocessors. American firms domi- 
nate the market for the chips that enable 
computers to think, as completely as the Jap- 
anese dominate that for memory chips. Intel 
provides the chips for Compaq and IBM ma- 
chines while Motorola provides the brains 
of Apple computers. Their countrymen 
typically get more advance notice of what 
the new chips will do, and, as market lead- 
ers, first crack at the quickest new models as 
they come off the production line. 
e PC design. Two years ago, IBM adopted a 
new design which speeds the progress of 
data around a computer. It enables a PC's 
microprocessor to shift some of its work to 
intelligent add-in circuit boards that speed 
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up processing by sharing the work. While 
suclf machines can run all the software writ- 
ten for their predecessors, they require dif- 
ferent components and circuit boards to do 
things like communications. Confusingly, 
nine of IBM's rivals, led by Compaq, have 
jointly created a design with similar capabili- 
ties but working differently. 
@ Software. Personal-computer software is 
about to undergo a revolution. Two new op- 
erating systems promise to enable machines 
to do several tasks at once—so that an exec- 
= utive can, for example, write the text of a 
letter while his computer searches a 
database for statistics to put in it. Japanese 
firms can licence either OS/2 or its rival, 
Unix. But without a clear direction in the 
market, it is hard for them to mount a big 
sales drive behind either. 

The Japanese have not stood still. NEC is 
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developing its own microprocessors—some 
of which run the same software as Intel's. 
And the Japanese are busily licensing tech- 
nology from makers of quick, powerful 
workstations now used for engineering but 
which their makers hope will soon find their 
way into businesses. Fujitsu, among others, 
has licensed technology from Sun 
Microsystems, one of the most successful 
producers of workstations. Canon has in- 
vested heavily in NeXT, the latest venture 
by Apple’s co-founder, Mr Steve Jobs. 
Should Unix-based computer 
workstations eventually become as ubiqui- 
tous as IBM-compatible PCs are today, such 
licences would leave the Japanese well- 
placed to mount a frontal assault on PC mar- 
kets. That is, if Japanese corporate wrestlers 
can ever become as nimble as California's 
mountain-bike-riding entrepreneurs. 





Videotex in France 


igh-wired society 


PARIS 


ie wonders of the information age are 
now as mundane in France as croissants. 
France-Télécom, the state telephone com- 
pany, pioneered the market for electronic 
information services by lending desktop 
videotex terminals, called Minitels, to tele- 
phone subscribers for free. The experiment 
has been a wild success. Now state book- 
keepers threaten to hit it on the head. 

The Minitel, a visual display unit with a 
keyboard, is hooked up through ordinary 
telephone lines. It was introduced in 1983. 
By 1986, when Britain had just 70,000 
videotex subscribers, France already had al- 
most 2m; by now 4.5m, in homes and offices 
alike. Through their Minitels, the French 
can look up telephone numbers (about 4096 
of total usage), learn the latest 

“yckmarket prices, check 
isiness statistics or order 
new curtains. Among 11,000 
other services, customers can 
use Minitels to talk keyboard 
sex with a stranger under a 
code name, or to follow a 
chess match move-by-move. 

Critics said people would 
soon tire of this new toy. 
They were wrong. In the first 
six months of this year, there 
were 370m Minitel calls, 21% 
more than in the same period 
last year. The average Minitel 
home makes 12 calls a month 
for a total time of around an 
hour. Unmoved by the 
Minitel’s popularity, govern- 
ment auditors have recently 
complained that it will take 
too long to recoup its costs. 
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They want France-Télécom to start charging 
rent for the terminals. 

Minitel’s success owes a lot to early deci- 
sions by France-Télécom’s predecessor, the 
Direction Générale des Télécommunica- 
tions (DGT). Back in 1978, when the DOT 
gave the go-ahead to a state-sponsored 
videotex programme, the main idea was sim- 
ply an electronic replacement for printed 
telephone directories and directory inqui- 
ries. Then ambitions grew: why not offer 
other services? The next question was eco- 
nomic: should this be a high-cost, special- 
ised service for the business customer or a 
cheap, easy-access one for the public? The 
DGT went the mass route. It saw that firms 
would offer services through Minitel only if 
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the customer pool was big enough—and | 
that the pool would grow only if the ma- 
chine offered lots of enticing services. To. 
close the circle, it decided that telephone 
subscribers should get Minitels for nothing, 
paying only for use of it through their tele- 
phone bill. The firms providing the services 
would get 50-6596 of the take. 23 
Rates vary depending on the service © 
called. Use of the electronic phone book | 
costs FFr0.37 (6 cents) a minute. Commer- 
cial services, cost from FFrl to FFr9 a . 
minute. These come in two types. Sub- - 
scriber services (about 30% of the total), are - 
mainly for data or message boards involving — 
business, banking or the stockmarket. The — 
rest are open to anyone who knows the 
number to dial. e - 
Around one-third of these open calls — 
are for bookings, shopping or news. A fur- — 
ther one-fifth go on games and quizzes or 
the so-called “Minitel rose"—dating and | 
electronic sex. Since these take longer than 
electronic mail-order, they account for per- _ 
haps half the time spent on open calls. Eo 
Too much, say the National Confedera- N 
tion of Associations of Catholic Families 
and the Federation of French Families. They - 
want the courts to limit the Minitel rose. — 
Minitel would not be the first French busi- - 
ness that lived off sex. In fact it does not, — 
says France-Télécom: agreed, the sex ser- - 
vices helped get Minitel free publicity, but 
more humdrum household use is now grow- _ 
ing, at the expense of games and videosex. _ 
A different issue is how profitable Mini- 
tel really is. On an operating basis, the net- ty 
work produces a healthy yearly profit, ac 
cording to a study by Tersud, a firm of — 
telecom analysts. But the government audi- _ 
tor says that Minitel is making too flimsy a. 
return on the FFr 8.3 billion invested in it — 
up to the end of 1987. The auditors also 
note that France-Télécom has yet to make — 
the promised saving which supposedly justi- _ 
fied the venture: an end to 
subscribers getting free - 
printed — telephone-books. 
The auditors recommend 
that users be charged a 
monthly rental of about 
FFr10. g 
France-Télécom disputes 
the auditors’ figures, claiming - 
that some data-processing 
revenue has been ignored and — 
that exports of Minitel will — 
help recoup its start-up costs 
much faster than the audi- - 
tors’ forecasts predict. Spain - 
and Switzerland have already — 
bought the system, and the — 
French are making a big ex- — 
port pitch in several other - 
markets, including America. | 
But the days of free terminals — 


in France are probably over. 
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_ Trump rides on the red 


^UE 

- TNVESTORS in junk bonds issued by the 
~ K owners of Atlantic City casinos are learn- 
ing that they are gamblers too. All the old 
hyperbole about this New Jersey seaside 
town becoming “Las Vegas East" is now 
muted. Most of the 30m people who visit 
-— Atlantic City each year indeed head straight 
for a gaming table or one of the 19,537 slot 
machines. But these gamblers are poorer 
(13m arrive by bus), and so have less money 
to lose, than the fewer gamblers who go to 
Las Vegas in Nevada. 

— Inm 1988 the 12 casinos in Atlantic City 
= reported a derisory overall net profit of 
_$16.1m on the $2.73 billion they took from 
. gamblers (see chart), and seven of them lost 
= money. The cost of debt was largely to 
— blame. The owners of the casinos are so 
junked up on junk bonds that they have 
. only one dollar of equity for each six dollars 
.. of debt in their balance sheets. The unions 
= can hardly believe their precarious luck: 
. they count on bondholders to support gen- 
erous wage settlements for casino workers— 
anything to avoid industrial action. 

The New Jersey Casino Control Com- 
mission recently closed the loss-making At- 
-lantis casino. The Claridge casino has not 

had a profitable year since it opened in 
- 1981. The accounts of Resorts Interna- 
- tional, the owner of Atlantic City's flagship 
- casino, make such ghastly reading that 
.. Moody's has again reduced the company's 
credit rating. On August 15th Resorts Inter- 
national announced a net loss of $46.6m on 
— revenues of $223.6m in the first six months 
—. of 1989. It needs $134m to service its debt 
this year. Since its cash flow for the years 
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was $60m, $61m and $66m respectively, a 
financial crunch looms. 

Drexel Burnham Lambert, Resorts In- 
ternational’s old adviser, has been banned 
by the New Jersey Casino Control Commis- 
sion from doing business with any casino in 
Atlantic City. So Resorts has turned to Salo- 
mon Brothers, another New York invest- 
ment bank, to help it analyse “strategic al- 
ternatives". Resorts plans to present a 
"revised business plan" to its debtholders 
on September 19th. 

In lowering the debt rating of Resorts, 
Moody's said a cash shortfall was in pros- 
pect unless the company soon made “‘signifi- 
cant near-term progress" on asset sales. Eas- 
ier said than done. The 650-room hotel that 
houses the Resorts casino is still the dowager 
queen of the Atlantic City beachfront but it 
is in sore need of a facelift that could cost 
$75m or more. Its resale value, and that of 
the development land that Resorts owns in 
Atlantic City, is further reduced by the com- 
petition that Mr Donald Trump's Taj 
Mahal, a casino hotel with 1,250 bedrooms, 
will offer when it opens next year. By then 
the casinos in Atlantic City will have a staff 
of 50,000. Resorts also owns three hotels 
and land in the Bahamas, but the govern- 
ment of Mr Lynden Pindling will want a say 
in any move to dispose of them. 

Resorts may choose to restructure its 
debt, a move predicted by Mr Marvin 
Roffman, a gaming industry analyst for 
Janney Montgomery Scott. Resorts manage- 
ment has, he thinks, paved the way for an 
exchange of bonds for equity or lower-yield- 
ing bonds by emphasising the company’s 
cash-flow difficulties. The price of bonds is- 
sued by Resorts has fallen spectacularly as a 
result. Since April, for instance, the compa- 
ny's 10% bonds due in 1999 have dropped 
from $64 to $37. 

Singed investors can glean some com- 
fort from the thought that the owner of Re- 
sorts International, Mr Merv Griffin, is also 
a sadder and wiser man. After making a for- 
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tune as a chat-show host and creator of tele- 
vision game shows—"in paper I’m over a 
billion dollars, way over’’—he succeeded in 
wresting control of Resorts Internatior ' 
from Mr Donald Trump last year with a he 
tile takeover bid of $365m. Mr Griffin was 
thrilled. "Do you realise," he said, “this is 
bigger than Tyson and Spinks. This is bigger 
than Reagan and Gorbachev.” 

Today it is Mr Trump, the author of 
“The Art of the Deal", who is smiling. “Es- 
sentially, what he [Mr Griffin] has is an old 
casino in Atlantic City that needs a tremen- 
dous amount of money and a tremendous 
amount of work, and an old casino in Para- 
dise Island (in the Bahamas).’’ But Mr 
Trump also has problems in Atlantic City, 
where he will own a third of the gaming area 
when his Taj Mahal opens next year. The 
success of his Trump Plaza casino is not 
matched by his Trump Castle casino. His 
purchase of the closed Atlantis casino to re- 
furbish its continuing hotel operations will 
cost a pretty penny and the Taj Majal will 
cost a $1 m a day to run. Mr Trump may not 
lose his shirt in Atlantic City, but he may 
hear the pinging of his own suspenders. 





Transatlantic television 


Buddy, can you spare a reel? 


“Fortress Europe” is not just about things like cars and hormone-injected 
beef. Some Europeans also want to keep out “ʻI love Lucy” and “Batman” 


qe European Commission is facing an- 
other unpleasant trade row with Amer- 
ica. At stake are the $1 billion-worth of 
American films and television shows that 
are shown on Europe's television stations 
each year. Already the row illustrates two 
things: the futility of protectionist policies, 
even when they hide behind a cultural mask, 
and the importance of the European market 
to Hollywood. 

America's entertainment industry is the 


E Manei 


country’s second-biggest export earner after 
defence. Exports of films for European Tv 
are five times what they were in 1983. The 
figure is growing with the increasing number 
of channels in Europe—now set to top 120 
by 1995, three times the number in 1983. In 
all, American programmes probably take 
around 12% of the 275,000 hours of Euro- 
pean television which is screened each year. 
There may be 400,000 hours a year of Euro- 


pean television in ten years’ time. 
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For an American TV production com- 
pany this is useful cash—at a time when its 
biggest customers, the three big American 
networks, ABC, NBC, and CBs, have become 
more cost-conscious. For its sister film-pro- 
duction company, the money brought in 
from TV sales to Europe—say $3m-10m—is 
peanuts compared to the $200m-odd that a 
blockbuster like “Batman” has raked in at 
the American box office. But it makes a big 
difference to the profitability of an average 
film: only one film in ten earns its money 
back at American movie houses. Prices in 
Europe are rising too, thanks in part to the 
cut-throat competition between two British 
pay-film channels owned by Sky and British 
Satellite Broadcasting (BsB). 

Europe is important to American enter- 
tainment conglomerates for another reason, 
too. Over the past 18 months $70 billion 
has been committed to various media take- 
over bids and mergers. The traditional 
causes of consolidation in the entertain- 

at world are greed and megalomania, but 

new moguls have convinced Wall Street 
enat "size" can bring a media company big- 
ger profits, especially overseas. For example, 
newly merging Time and Warner think that 
together they can be a much more potent 
force in Europe, and have talked about mak- 
ing European media acquisitions. 

The blot on the landscape is a draft EEC 
directive, ironically known as “Television 
Without Frontiers", proposing "where 
practicable" to reserve a “ majority” of Eu- 
ropean television time (excluding news, 
sports, advertising and quiz shows) for Euro- 
pean-made programmes and films. The di- 
rective has been pending since 1988 and has 
had a stormy history: the West Germans 
and the Danes, for example, think that the 
EEC's powers do not stretch to cultural af- 
fairs. A decision has been postponed till 
September. 

The directive is based on a convention 
of the Council of Europe which a number of 
" goderate" European states, including Brit- 

, have signed. The "where practicable” 
proviso, argues the British government, 
makes the directive too loose to be a quota. 
Mr Robert Maxwell, a British media mag- 
nate, has advised a congressional sub-com- 
mittee looking at the subject to accept the 
"soft" European-wide quota; otherwise, Mr 
Maxwell says, harsher quotas will be im- 
posed state by state. 

The studios are unconvinced. Both the 
Motion Picture Association of America, 
which represents the eight biggest studios 
(Columbia-Tristar, Warner, Disney, 20th 
Century Fox, Paramount, MCA/Universal, 
Orion, MGM/UA), and the American Film 
Marketing Association, which speaks on be- 
half of the independents, are lobbying for 
retaliation under the terms of America's 
new trade act. The Bush administration 
looks amenable. 

The studios argue that any quota, even a 
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vague one, will encourage bureaucrats to en- 
force it; that, given that there is no quota in 
America and none in most EEC countries at 
present, it is a hostile move; that the direc- 
tive also allows hardline governments like 
France’s to set local-content rules that are 
much more stringent than the directive: and 
that, worst of all, a television quota could be 
the precursor for “video sales without fron- 
tiers" and "cinema films without frontiers”. 
Around 8596 of the best-selling films in Eu- 
rope are American. 

The studios are unlikely champions of 
free trade (in their domestic market they are 
past masters at lobbying Washington to 


Lucy loathes local content 


carve up their national television industry 
on their own terms). Yet it is difficult to see 
how a quota will help anyone— particularly 
one with no time limit. 

The moderate countries will effectively 
ignore it. Some—like Portugal, which relies 
on Brazil for most of its programmes—have 
no real choice. Britain's television stations, 
taken together, are required now to show a 
"reasonable proportion" of European pro- 
grammes—with 86% of total airtime (ie, in- 
cluding news, sports, quiz-shows, etc) being 
the government's current interpretation of 
"reasonable". The independent broadcast- 
ers reckon that their current selection would 
still be 6596 European by the Euro- 
directive's calculation, and therefore more 
than a “majority”. 

The British government has already in- 
dicated to BsB that its film channel need not 
follow the directive, because it is “not practi- 
cable" to show a majority of European films. 
The American studios say that this interpre- 
tation is only as liberal as the government 
that makes it. Ironically, if the Americans re- 
taliated against Europe, British films and 
television would be the biggest loser. 

Meanwhile, the hardliners—in particu- 
lar the French—will read the directive in its 
most extreme way. The béte noir of Holly- 
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wood, Mr Jack Lang, France's minister of — 
culture and communication, wants each - 
French television station to show at least 
60% European-products, of which half (ie, — 
3096) must be made in France. The French 1 
stations, which lost a combined $50m last 
year, have complained. Channel la Cinq has. 
called his proposals “premeditated homi- 
cide" and said that there is not enough Š 
French material to go round. France’s most 
popular programmes include “Santa Bar- — 
bara”, “Dallas” and “Wheel of Fortune”. 
Mr Lang shows no sign of retreating: in July _ 
he fined two channels a total of $10m for — 
showing too much foreign material. 





Is this just senseless protectionism? The | 
simple answer is yes. There is a reasonable 
case for promoting local television and film 
production—particularly, say, if it is in 
French and, because of its limited market _ 
outside France, almost inevitably unprofit- 
able. However, the best way to do it is by _ 
direct subsidies. Quotas do nobody much 
good: even the French will not watch bad  . 
programmes out of patriotic pride. More- — | 
over, Europe gets a good deal from the - 
American studios. “At the moment we only — 
get their better programmes like "Hill Street 
Blues" or "MASH" and we get them rela- 
tively cheaply," says one broadcaster. 

Arguably, the only good result of the 
quota is that it is another incentive for the — 
Hollywood studios—like Japanese carmak- - 
ers—to step up their European facilities. — 
MCA is thought to be looking for a $500m - 
site in Britain. Already a large number of - 
American films (such as “Batman” and 
“Who Framed Roger Rabbit") are techni- - 
cally "British" because most of the produc- 
tion was done in British studios. All fair and — 
good, but the days of trying to win a filma - 
"made in Europe" label, just because the - 
music was recorded in Luxembourg, may | 
not be far away. Cut to Mr Lang. : 
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| elefónica Internacional de 
| the transaction, arranged for the purchase of shares and the debt 
“equi 'y swap, and provided the Chilean debt for the swap. 


The undersigned acted as fi inancial advisor to 





Lawson blows Britain's buy- 
. Juts off course 


VM 





Leveraged buy-outs are under attack from politicians in America. In Brit- 


ain they are being blitzed by dear money 


Bares booming leveraged buy-out 
business is running into trouble. Yer 
many British buy-out investors and bankers 
. are delighted. The surge in buy-outs in 1987 
and 1988 pulled in newcomers and chased 
up prices of the bigger (over £10m or $16m) 
deals. A few well-publicised problems, the 
old hands have been thinking, should scare 
off the new boys, puncture prices and turn 
the market back into a profitable little 
oligopoly. | 
Small chance. High interest rates will 
upset bought-out companies' voyages back 
to the stockmarket and deter other compa- 
‘es and managers from setting out. When 





ied a low of 7.5%. But he underes- 
ie strength of domestic demand. 






eered an all-but-doubling of base rates, 
now stand at 1496. He has promised 
~ to keep rates high for as long as it takes to 
. geton top of inflation. 
. High interest rates spell trouble for 
ought-out companies, in two ways. They 
gher interest payments on the piles 
hat support these firms; and, by dis- 
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couraging customers from buying the firms' 
goods, they stymie the cash flow needed to 
make those interest payments. One of the 
most popular buy-out targets, both in Brit- 
ain and America (where it all started), has 
been retailing companies. These were meant 
to have stable cash flows with which to ser- 


vice their debt, and acres of property assets | 


to sell in order to raise fresh cash. 

Britons are now thinking twice about 
buying furniture, carpets and fitted kitch- 
ens. That lies behind the troubles at a plebe- 
ian furniture retailer, MFI. It was bought by 
its management for £715m in 1987, making 
it (then) Britain's biggest-ever buy-out. Cur- 
rently MFI has to cope with £500m in debt, 
which costs ít £50m a year in interest pay- 
ments. But it is roughly 10% adrift of its 
tight sales targets. The company has tried to 
move upmarket, where the effect of interest 
rises is less severe, but it has muffed its 
thrust. On August 16th it announced that it 
had raised an extra £35m in capital and that 
it had rescheduled its debt. 

Lowndes Queensway, which sells furni- 
ture and carpets, is in even more delicate 
shape. A year ago a management team led by 
Mr James Gulliver, a Scottish former super- 
market chief, paid £450m for the firm in a 
management buy-in. After selling off for 
close to £100m peripheral companies such 
as Hamleys toy shop and the Poundstretcher 
chain of discount stores, Lowndes 
Queensway is still struggling with £150m in 
debt while its sales dwindle. It is tapping its 
bankers and backers for an extra £18.5m 




































and a rescheduling of repayments. 

Financiers of other retailing b 
have met difficulties as well. In mid-A 
Bankers Trust, which organised a £i 
buy-out for Magnet, a seller of fitted 
ens, found that other banks were n 
ested in buying the company’s debt 
ers Trust and its eight co-underwriter: 
left holding £281m of Magnet debt tha 
had hoped to sell. The banks are bracing fi 
a long and nervy wait before they start to s 
the debt again: long, because smaller banks 
will buy only when they are sure that Mag- 
net is going to survive; nervy, becaus 
stead of husbanding its cash, Magnet. 
to open more stores, ED SEE 

The financiers’ hesitancy about t 
ing is also scuppering putative buy-ou 
managers of MCD (Midland Carpet Distrib 
tors) had been hoping to buy their compan 
for around £90m from its owner, Coloro 
furnishings group. Banks are sniffy ab 
the project. Ward White, a retailing 
that owns do-it-yourself stores and bi 
shops, had hoped to save itself from | 
taken over by Boots, a chain of chemist 
organising a management buy-out. 
reckoned they could not stretch the t 
ers’ figures to produce a higher pric 
the £900m that Boots is offering, — 

The collapse of these deals comes a 
end of a record three months for bu 
Gateway, Britain's third-largest sup 
ket chain, unwillingly became Bri 
gest buy-out when a shell compat 
les, bought it in July for £2 billion. 
bankers reckon food sales are immi 
the level of interest rates, much as th 
two years ago with furniture buying. De 
this (and the Magnet) deal, the great bis 
splurge is changing. 

The reason is that most of the ea 
gets have already been hit. So far, ra 
outs in Britain have involved conglome 
selling unwanted businesses to their 
ers. These companionable sorts of deals 
become less frequent. As Peat Mar 
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McLintock, a firm of accountants, has 


pointed out, Britain has few (in fact, proba- 


bly fewer than 50) companies which could 
‘contemplate selling unwanted subsidiaries 


- for £100m or more. 
— These “friendly” deals have stunted the 


British buy-out market; hostile deals have 


yet to become common. The total value of 


British buy-outs since 1980 is equivalent to 
less than 3.5% of the London stockmarket’s 
capitalisation. In America, thanks to the 


boom in leveraged takeovers of public com- 


- panies, buy-outs amount to over 7% of the 


- stockmarket's capitalisation. 


_ For this year at least, high interest rates 
look set to throttle new buy-outs. When 
rates subside to tempt financiers back, the 


buy-out scenery will look different. There is 


- outs that it is inevitable that British compa- 


so much money sloshing around for buy- 


- nies will start to imitate American ones. Pre- 
. pare for more Gateways. 


3 


——  Leveraged buy-outs of listed companies 


t 


- will be more complex than traditional man- 


3 RITAIN’s securities dealers are still 
| bleeding from the impact of Big 
|| Bang almost three years ago. Both the 
|  giltedged (British government-bond) 
. and equities markets still have too many 
_ traders for the size of the markets. 

— On August 15th Merrill Lynch be- 
| came the eighth firm (so far) to give up 
| trading gilts. Despite being America’s 
|| largest brokerage, Merrill could manage 





|| a market share in gilts of barely 1-276. It 


|| ($40m) in capital just to stay marooned 
in a becalmed market alongside 21 other 
| market-makers. Since deregulation in 
d October 1986, gilt dealers have lost over 
| £200m. That is roughly one-third of the 
| capital which the 27 original market- 
| makers staked. 
| While turnover in the gilt market is 


I saw little point in tying up at least £25m 
i 


|| still dismal—in the second quarter of 





1989 it was down 796 on a year earlier— 
| the equity market is looking distinctly 
|| perkier. That is thanks to this year’s 30% 
| run-up in share prices. 

Year on year, turnover in the domes- 
| tic equity market jumped by 21% in the 
| second quarter, to a daily average of 
| £980m. Though the cut-throat price war 

that broke out between equity dealers 





|| late last year remains almost as keen, The 

|| Economist calculates that member firms 
1 : 

| of the International Stock Exchange are 





- | now losing quite a bit less from custom- 
|| ers than they were six months ago. 


Brokers earn a commission, which av- 
erages 0.296, on around two-thirds of all 
business done in British shares. This 









Boom or bust? —— 
British buy-outs* om 


agement buy-outs. They will demand differ- 
ent skills from the deal makers and will ap- 
peal more to the City’s heavy guns, such as 
S.G. Warburg and Bankers Trust, than to 
boutiques like Candover, a pioneer of Brit- 
ish management buy-outs. 


means that member firms currently bring 
in an annual £320m in revenues from 
commissions. 

Dealers also make money from the 
spread they take between their buying 
and selling prices. Market-makers’ 
spreads on the most popular shares in 
the market, the 151 “alphas” and 619 
“betas”, together average around 1%. 
Market-makers probably make a profit of 
about one-tenth of that spread. They 
therefore currently bring in annual reve- 
nues from market-making of £245m. As 
a result, total annual revenues for mem- 
ber firms from British equities are 
£565m. 

Cost-cutting has probably trimmed 
around £100m from the domestic equity 
market’s 1988 expenses of £1 billion. 
Setting those costs against the £565m of 
revenue means current annual losses of 
£335m. At the end of 1988, when costs 
were shaggier and turnover faltering, the 
market was losing money at a rate of 
around £475m a year. (Don’t forget deal- 
ers also made money this year from the 
positions they held in a rising market.) 

How much faster can investors turn 
their portfolios over? At the current rate, 
the equivalent of more than half the 
stockmarket’s capitalisation will be 
bought and sold this year. Last year the 
figure was falling, and.in the third quar- 
ter touched only 43% of the market’s 
capitalisation. That is still a far cry from 
the 1987 bull market when, for six heady 


months, turnover ran at 78% of 


capitalisation. 
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In traditional deals, banks, investors 
and managers have usually been at the 
cream. Banks have taken upfront fees of 2% 
for designing the deals and have charged in- 
terest rates of 2% over LIBOR (the interbank 
benchmark rate) on their loans. Equity in- 
vestors have frequently achieved 50% an- 
nual rates of return on their investments. 
Often, they have floated their investment 
on the stockmarket less than three years af- 
ter buying it out. In May Hillsdown, a food 
company, paid £182m for Premier Brands, 
which in 1986 had been bought by its man- 
agers from Cadbury Schweppes for £102m. 

Investors will now have to earn their 
money from leveraged buy-outs of listed 
companies. They will have to pay higher 
prices. Institutional investors, such as pen- 
sion funds and insurance companies, are 
proving unwilling sellers of companies—es- 
pecially now that they know they will proba- 
bly be asked to buy the same company back 


in three or four years at a chunky premium. 





Good Breeden 


WASHINGTON, DC 


RESIDENT BUSH’S nominee as the 

new chairman of the Securities and Ex- 
change Commission (SEC), Mr Richard 
Breeden, will arrive at an auspicious time, 
assuming the Senate gives him the nod in 
September. Invigorated by its war on insider 
trading and with Drexel Burnham Lambert 
over other securities violations, the SEC is on 
a high. That is a contrast to the immediate 
aftermath of the stockmarket crash in Octo- 
ber 1987. Then, ina collective burst of hind- 
sight, politicians of all hues pointed fingers 
at securities-markets regulators for their al- 
leged lack of control and supervision. 





Police those markets, Dick 
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Central banks are starting to mana 
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a du d pundits reckon 
they can f roduction and 
jewellery urately enough 









and their fears 











ood war, or news that central banks are 
he market, either buying or selling. 
-There are an estimated 100,000 tonnes 
of already-mined gold lying around. Over 
one-third of it is locked away with the 

world’s. central banks and the Interna- 
| tional Monetary Fund. More adventurous 
V^ central bankers (they do exist) have 
often asked whether such large 
holdings of an asset that is expen- 
sive to store and earns no interest 
are justified. 

In the late 1970s the Carter ad- 
ministration and the IMF sold over 
3,000 tonnes of gold in an attempt 
to wean central bankers off the 
metal and on to sprs (Special 
| Drawing Rights). But old habits die 

hard. The inflationary surge of 
1979-81 made central bankers seek 
refuge in the traditional haven of 
gold. 
Even though inflation and gold 
prices have since fallen, the buying 
goes on. In seven of the past nine 
~ years central banks have been net 
buyers of gold, adding 983 tonnes to their 
holdings at a time when mine production 
. expanded from 959 tonnes in 1980 to 
- 1,538 tonnes in 1988. 
| These aggregate figures hide a more in- 
teresting pattern, which Mr Andrew 
ith, at London's uss Phillips & Drew, 
ias had a go at uncovering. He divides 
central banks with significant holdings of 
gold into four groups (see chart). The me- 
| dian share of gold in the banks’ total re- 
| serves was 28% at the end of last year. 
iny bank with less is deemed to be under- 
ht in gold and hence a potential 
uyer. And vice versa. The vertical axis is 
t a debt-service ratio (ie, the propor- 
n ofa country's export earnings needed 
“service its external debt) of 70%. 
bove that figure, reckons Mr Smith, a 
ountry is in acute difficulties and may be 
forced to sell gold. 
-> These crude yardsticks highlight one 
‘thing: potential sales of gold by central 
banks are huge. But many of the countries 
we top-left of the chart are perfectly 
to be overweight in gold. The Swiss 
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e their massive holdings of gold 


he impact on the gold market could be dramatic 





National Bank, for example, knows that if 
it were to reduce its holding of 2,590 
tonnes of gold (or 5796 of its total foreign 
reserves) the effect on the country's repu- 
tation as a safe haven for gold deposits 
would be severe. Others might like to sell, 
but do not know how to without depress- 
ing the gold price. 

Canada and Belgium have tried two 
different tactics. In 1980 four-fifths of 
Canada's reserves were held in gold. 


Sellers through distress 
(8,700 tonnes) 


Sellers through choice 
(1 5.000 tonnes} 


Kuwait 
Portugal 
Switzerland 
Venezuela 
Wast Germany 


Buyers through choice 
“(3,300 tonnes) 


Malaysia 
Saudi Arabia 


Thailand 





Through sales in the open market, Can- 
ada has now reduced this proportion to 
under a third. Traders complain about 
the damage to confidence caused by a gold 
producer and marketer of gold coins sell- 
ing off its own reserves. 

Belgium chose a subtler route. At the 
beginning of this year it owned 1,047 
tonnes of gold, accounting for 5896 of its 
reserves. It admits to having sold 127 
tonnes of gold between December 1988 
and last March. At around the same time, 
Spain's gold holdings rose by 65 tonnes. 
What odds that the Bank for Interna- 
tional Settlements in Basle arranged for 
Spain to buy the gold from Belgium? It 
would take the nose of Hercule Poirot to- 
discover what happened to the other 62 
tonnes. Some dealers reckon that a por- 
tion of it ended up on the open market. If 
so, prices were remarkably stable during 
the sales. 

Dealers, though puzzled, are expecting 
other central banks to follow suit. The 
Latin Americans have so far resisted the 
temptation to sell their gold —Brazil and 
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Colombia sold some in 1987. but h 
since tried to rebuild their stocks. T 
problem for debtors has been how t 
make use of their gold without selling it 
Most keep their gold at home so that i 
cannot be seized if the country defaults 
its debts. But this has its disadvantag 
Each time trucks leave the central 
the rumour starts that the asset-of-las 
sort is being sold. And banks are 
happy to accept gold stored in Lim 
Buenos Aires as collateral. They prefer 
Bank of England or the New York Fe 
Earlier this year, Venezuela moved a jx 
tion of its 356 tonnes from Caracas to t 
Bank of England to serve as collateral fo 
$600m loan. As yet, this has not affe 
the price of gold in the market; ‘bu 
Venezuela be able to pay back the loa 
maturity or will it be forced to sell the; 
to do so? i 
A more tantalising question is wheth 
America, the world’s þigg 
debtor, will start to use the 8, ; 
tonnes of gold it has tucked away ir 
Fort Knox to help finance its cur- 
rent-account deficit. There would 
seem to be a neat fit between Ame 
ica's need for cash and the portf 
lio requirements of its East As 
creditors. Japan and Taiwan b 
have less than 1096 of their rese 
in gold and most of the rest in 
lars. Both are keen to cut their 
sive exposure to the dollar and now 
would be a good time to do so—th 
dollar is strong, the gold pric 
weak. Wouldn't offering sovereig 
investors in Treasury boi 
convertibility into gold soo 
Asian nerves? HE 
Certainly, but it would also caus 
panic among private investors not eligi 
for such treatment. And it would requit 
the American government to do a 
embarassing U-turn. Between Septemb 
1987 and June 1988 Taiwan bought 7 
tonnes of gold, mostly through the N 
York market. The Americans saw this 
an artificial means of cutting the trade i 
balance between the two; they told | 
Taiwanese to stop buying gold and to st 
buying American food and goods. 
In May the Taiwanese central ba 
came back to the gold market for the 
time since then and bought a measly 
it) 1.5 tonnes. It is said to be scouting I 
rope for a central bank keen to do à d 
like the one between Belgium and Spa 
This could depress the price of gold, sin 
a shuffling of gold from one central bani 
to another does not take any gold off th 
open market. Taiwan will therefore h: 
to keep any off-market deal secret, for.o 
erwise it will be buying against 
least bored traders will have so 
speculate about over lunch. 












































tion which the current SEC chairman, Mr 
vid Ruder, has lacked. In the early 1980s 
- Breeden ran a taskforce on financial 
gulation for then Vice-President Bush. He 
ent the first half of this year working in 
= White House on the administration's 
plicated plan to bail-our America’s 
rifts. Indeed, Mr Bush delayed his nomi- 
on of Mr Breeden until the thrift bill 
| one through Congress. 

a. time when many Democrats in 
ress are becoming increasingly inter- 
ist, Mr Breeden is healthily inclined 
s deregulation and freer markets. He 
scrapping the Glass-Steagall Act's 
ition E E and investment 





itions to restrict hostile bids or iver 
buy-outs. Mr Breeden’s past experi- 





D RY asking for a beer in the canteen at 
. Mitsubishi Bank, Mitsubishi Trust, 
okio Marine & Fire or Meiji Life and you 
n forget about Castlemaine, Budweiser or 
en Japanese brews such as Sapporo. The 
ily beer you will get is Kirin. The reason is 
ple: all four financial institutions are 
nbers of the Mitsubishi family—and so 





„Asahi Glass, NYK shipping line and 
ri of other firms that trace their origins 
prewar zaibatsu holding company. 

]l these companies have traditionally 
large blocks of shares in each other, 
rich they lock away and never trade. None 
ld dream of buying supplies or services 
om outside the circle of affiliates if they 
possibly help it. Even pension funds are 
trusted to life-insurance companies and 
ust banks within the same group. Foreign 
ppliers can frequently offer better and 





t impossible to break into these 
ned circles. 

The charm looks set to wear thin. In 
merica the notion of ' managed trade” 
th Japan (ie, protectionism) is gaining an 
tellectual credibility that makes Tokyo of- 
ials tremble. They. are out to counter the 
ounting criticism from abroad about all 
| obstacles: putin the way of foreign i inves- 
rs in Japan. Next. month the "structural 





irin Brewery. The same goes for Nikon 


ieaper products; but they have found it al- 


"he new pM $ kinking c on n teie 


the Commodities Futures Trading Commis- 
sion (CFTC) will also bear watching. In the 
past, Mr Breeden has favoured regulation by 
function and not by industry. That would, 
for example, mean the sEC and not the Fed 
overseeing banks’ underwriting of securi- 
ties. As for the cFrc—the subject of re- 
newed attention after the justice depart- 
ment’s recent indictment of 46 Chicago 
traders for fraud—there is still talk of 
handing its control of the stock-index-fu- 
tures markets to the SEC. 

The sec itself is heading for a shake-up. 
At least two other vacancies on its five-man 
board will shortly need to be filled. Its long- 
serving enforcement director, Mr Gary 
Lynch, who left his stamp as a go-go lawyer, 
went last month. The people with whom Mr 
Breeden fills these slots will give a flavour of 
how the SEC's approach to financial markets 
will evolve over the next three years of his 
stewardship. 


apan is starting to gnaw at a bone of international contention—the cat's 
cradle of shareholdings that Japanese companies hold in each other 


impediment initiative" talks are due to get 
underway between Washington and Tokyo. 
High on the American agenda is Japanese 
companies' habit of holding friendly blocks 
of shares in one another. With some justif- 
cation, the Americans believe that these in- 
formal business groups (or keiretsu) present 


ESO 





- vest rs 
tions with the Federal Reserve Board and 













in Japan. | | i 
With crossholdings so widespread, an 3 
25-30% of Japanese equity is left for actual 
trading. Such a thin "float" makes it easy 
for large brokerage houses (and Japan has 
four of the largest in the world) to manipu- 
late share prices on the Tokyo Stock Ex- 





change. The thin float also makes it practi- 


cally impossible for investors from abroad to. 
become big shareholders in listed Japanese 
companies, ruling out hostile takeovers of 
any sort. 

Even one of America’s most gung-ho 
corporate raiders, Mr T. Boone Pickens, 
who managed to buy 20% of Koito, a Japa 
nese car-component maker, has been 
thwarted by Japan's keiretsu system. Koito is 
an affiliate of Toyota, which owns 1996 of its 
shares, buys nearly half of its products and 
has three managers on Koito's main board. 
Though the largest single shareholder, Mr 
Pickens was denied a seat on the Koito- 
board. He stomped back to America, cor 
plaining bitterly. . 

Financemitistry oficials © in Tokyo 
claim that the keiretsu system is breaking 
down. They cite the way that Japanese banks 
and other institutions have been forced to 
make better use of funds locked up. in 
crossholdings ever since Japan's financial 
markets started opening up to foreign 
competition. 

Likewise, smaller manufacturers which. 
have been hurt by the high yen have appar- 
ently been selling off their unproductive as- 
sets. As Japanese companies go multina- 
tional, along have come opportunities for 
raising capital and making investments on a 
global scale rather than simply in 
crossholdings at home. | 

Several curious—and seemingly funda- 
mental—changes have. started sending 
cracks through corporate Japan's base of sta-. 
ble shareholdings. One is the way Japanese 
companies have been taking advantage ~“ 
high stockmarket prices over the past tht 
or four years to pay off their bank loans. 
They have been raising capital by issuing 
new shares or equity-linked instruments (eg, 
warrants and convertible bonds) instead. 
Most of this new paper has been mopped up 
by Japanese pension funds and other big in- 
stitutional investors; it has also been heavily 
bought by international investors. (Many 
Japanese companies will respond to the de- 
mands of their new class of shareholders 
only when the recent wave of convertibles 
and warrants get exercised a couple of years 
hence.) 

Expect other strains to the traditional 
web of crossholdings. Last year corporations 
(including financial institutions) accounted 
for 3896 of the total volume of trading on 
Japanese stockmarkets—against 1596 in 


1975. Over the same period corporate own- ` 


ership of publicly-quoted stocks rose from 
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62% to 71%. The implication is that corpo- 

rate Shareholders are starting to look at their 
stable crossholdings more as portfolios 
needing to yield a market return, and less as 
tie-ups for friendly business purposes. With 
dividends of barely 196 (the average for com- 
panies listed in the stockmarket's first sec- 
tion for bigger companies), the opportunity 
cost of locking up funds in crossholdings is 
becoming too high for many a former loyal 
keiretsu member. 

The changes are not coming as fast as 
some proponents claim. The Fair Trade 
Commission in Tokyo recently surveyed 
193 companies belonging to the six most il- 
lustrious  keiretsu (Mitsubishi, Mitsui, 
Sumitomo, Fuyo, Sanwa and Dai-Ichi 
Kangyo). Between them, these bank-led 
groups account for a quarter of all sales in 
Japan. The average interlocking share- 
holding of each keiretsu as a whole was still 
22.7% in 1987, down from 25.5% in 1981. 

No one expects a fire-sale among Japa- 

ese companies as they sell off chunks of 
ir once-stable crossholdings. Most likely, 
«iere will be some sensible pruning of port- 
folios. Smaller companies will be the first to 
go. These will probably be the initial targets 
for Japan's new crop of home-grown corpo- 
rate raiders. As such, though, the keiretsu 
are unlikely to disappear. They will just get 
that bit smaller, tighter-knit and tougher. 

In the process, however, they will have 
to start treating their shareholders better. 
Low dividends have been the rule because 





The taller they come 


&TET OUR children grow tall, and 

some taller than others if they 
have it in them to do so,” Mrs Margaret 
Thatcher told an American audience in 
1975. Quite right: height counts for 
much in Thatcherite Britain. 

Look at Britain's two biggest takeover 
battles this year: Minorco's chief execu- 
tive, Sir Michael Edwardes (5ft 4in), 
started the battle for Consolidated Gold 
Fields with 3096 of its equity. He still 
failed to take it. ConsGold’s boss Mr Ru- 
dolph Agnew (6ft lin) often mimicked 
Sir Michael's gait in what can only be de- 
scribed as a sizist way. Minorco sold its 
stake to Hanson and Mr Agnew allowed 
himself to be pictured shaking hands 
(and looking up to) Sir Gordon White 
(6ft 6in), the firm's other half; Lord Han- 
son (6ft 5in) loitered in the foreground. 
A few days later Hanson won the 
company. 

Now look at the £13.4 billion ($21 
billion) bid for B.A.T Industries by Sir 
James Goldsmith (6ft 3in), Mr Jacob 
Rothschild (6ft 2in) and Mr Kerry Packer 
(6ft 4in). At 6ft "and a bit" Mr Patrick 
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there was little point in companies distribut- 
ing good (taxable) income to one another 
when they were all better off retaining their 
profits and investing for tomorrow. Japa- 
nese companies typically retain more than 
two-thirds of their earnings. As corporate 
investors begin to think and act more like 
pension-fund managers, the pressure is go- 
ing to be on for bigger dividends. That has 
not yet happened to any significant degree, 
but only because capital gains from invest- 
ing in Japanese stocks are still healthy and 
exempt from tax. 

The exemption from capital-gains tax 
could soon be abolished: that is what the So- 
cialists are calling for. Then, institutional 
shareholders in Japan will look carefully at 
the pricey stocks they have acquired and de- 
mand their rights—just as shareholders do 
elsewhere in the world. 





Inter-American Development Bank 


Hevellle 


WASHINGTON, DC 


ieee "wise men" handed down their 
verdict on the Inter-American Develop- 
ment Bank (IADB), Latin America’s regional 
development bank based in Washington, in 
a terse report last December. “The bank has 
lost its spark,” they said. “It has simply not 
adjusted to the region's needs. . . Its progres- 


Sheehy, B.A.T's chairman, can look the 
trio in the eye, just. 

Across the Atlantic it works the other 
way. The Napoleon of American fr 
nance, Mr Henry Kravis (5ft 3in), built 
Kohlberg Kravis Roberts into America's 
biggest industrial holding company, with 
the help of his also-diminutive partner, 
Mr George Roberts—often at the ex- 
pense of tall people such as Mr Ross 
Johnson, the patrician ex-head of RJR 
Nabisco. Mr Martin Sorrell (5ft 5!2in), 
the Briton whose wep Group has twice 
won hostile bids for American advertis- 
ing agencies, was known as “titch” at 
Saatchi & Saatchi. Mr David Ogilvy 
(6ft), whose Ogilvy & Mather agency 
was one of the victims, made the 
mistake of calling Mr Sorrell a “lit- 
tle jerk". 

There may be some logic behind 
all this. In Britain the fate of 
takeovers is often decided 
during presentations to small 
groups of in- 
stitutional 
shareholders. 
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sive decline is worrisome. . gx requires a 

fundamental renewal to sweep away 
present habits." Sweeping is just what bl 
IADB's Uruguayan president, Mr Enriqui ie 
Iglesias, and its American vice-president, \ 
James Conrow, have been doing. | E 

By next month 11 of the bank's 12 top 
managers will have been replaced. At least 
2396 of the Washington-based staff, or 35 0 
employees, have taken early retirement or 
accepted other inducements to leave. The — 
old practice of jobs-for-life is out; in its place 
comes four-year renewable contracts. Staff 
based overseas, mostly in Latin ner 1 
have been cut from 340 to 298. 

The bank's donors have already given it 
a new lease of life by approving, in March, a 
$26.4 billion capital increase. The price for — 
American agreement to this fresh money — 
was a complicated compromise that allows 
the United States to delay—though not to | 
veto—loans to countries it disapproves obs 
such as Nicaragua. 

Rich-country shareholders replenishec 
the IADB's coffers reluctantly. The money is- 
a vote of confidence in Mr Iglesias, a 
charmer and one of Latin America’s leading | 
economists (as well as a former Uruguayan 
foreign minister), and the gruff Mr Coni 
a former Treasury official. F 

The bank intends to increase its lending 
from a planned $1.5 billion this year to $3.5 
billion in 1990 and $7 billion by 1993. Some i 
of the new loans will be geared to protecting 
the environment. A condition of the bank's . 


A bidder with physical presence stands a 
much better chance than a midget of 
convincing the grey men from the Pru. In 
America, where most of the shares end 
up in arbitragers' hands, all chat matters 
is the price. Or maybe Wall Street listens 
to Francis Bacon's advice that "exceed- 
ing tall men had ever very empty heads." 
No prize for guessing Ba- 
con's size. 
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recent resumption of doling out a loan to 
Brazil for a controversial jungle highway to 
Peru, which was suspended in 1987, was 
that Brazil would promise to do more to pro- 
tect the road's environs. 

Mr Iglesias has also set up a branch of 
the IADB to invest in the private sector in 
Latin America. It will have $200m worth of 
capital, with the authority to borrow an- 
other $200m. This new investment body 
will be a pint-sized regional version of the 
increasingly copied private-sector arm of the 


World Bank, the International Finance 
Corporation. 

In future, the serious money may come 
from Japan. Mr Iglesias has his eyes on part 
of the $20 billion that the Japanese are al- 
ways offering to "recycle" to the third 
world. One idea is to do much more cofi- 
nancing with the Japanese Export-Import 
Bank of projects set up and run by the IADB. 
Mr Iglesias has steered the IADB out of its 
backwater—but he still has some furious 
paddling to do. 





Thailand 


Bangkok breaks out 


HONGKONG 


AA EEN investors ditched their Hong- 
kong stocks in the wake of the Chi- 
nese army's massacre of civilians around 
Beijing's Tiananmen Square, some of their 
money found its way to the Thai stockmark- 
et. No one can say exactly how much cash 
landed in Bangkok on June 5th, but best 
guesses are around $200m. Foreign stock- 
brokers, such as Britain's Baring Securities, 
James Capel (owned by Hongkong & 
Shanghai Banking Corporation) and Ja- 
pan's Nomura Securities, are following the 
money. They expanded their Bangkok of- 
fices. They reckon the stockmarket's boom 
highlights Bangkok's growing attractions as 
a financial centre that could rival 
Hongkong. 

At the moment Bangkok's stock ex- 
change (market capitalisation: $14 billion) 
gets far more investment—and attention— 
than it deserves. The economic success of 
Asia's four little dragons, Hongkong, Tai- 
wan, Singapore and South Korea, has been 
frustrating for foreign investors. 

Taiwan and South Korea simply do not 
allow foreigners to invest directly in their 
stockmarkets. Singapore is dull and over- 
regulated. Hongkong, thanks to China, is 
riskier than ever. The Bangkok stockmark- 
et, which is open to foreign investors and 
not averse to an occasional share-ramp, wins 
foreigners' attention by default. 

Thailand is also on the way to becoming 
Asia's fifth dragon. Direct investment there 
is reaching saturation point as Japan and the 
established dragons take advantage of cheap 
labour and set up manufacturing outfits. 
Thailand's GNP is expected to grow by at 
least 9.596 this year. 

Foreign investors now hold more than 
1396 of Thai stocks. Foreigners invested 33 
billion baht ($1.3 billion) in the first six 
months of 1989, compared to 31 billion 
baht for the whole of 1988. More foreign 
cash is on its way. At the beginning of Au- 
gust, prominent Asia funds were preparing 
to shift more than $100m to Thailand, 
much of it from Hongkong. 


64 


They will have to hurry if they want 
blue-chip Thai shares, such as Siam Cement 
or Bangkok Bank. These have limits on how 
much foreigners can own and are now in 
short supply. The Thais hope to tempt for- 
eigners with privatisations—such as Thai 
Oil, a semi-state-owned company. 

Thailand is closer (spiritually, if not geo- 
graphically) to anything-goes Hongkong 
than to hands-on Singapore. One of its Its 
main weaknesses is in its issuing procedure 
for new stocks. New shares are usually 
placed in the hands of favoured clients by 
the issue’s underwriters. 

Some investors make big profits by trad- 
ing the shares in a "grey market” (ie, before 
the shares are listed). Pre-selling shares has 
recently reached ridiculous lengths. Some 
shares have been sold two years in advance 
of their formal quotation. Dozy foreigners 
who dabble in this market run the risk of 


Here comes a foreigner 


being fleeced by unscrupulous natives. 

Such "old Thai practices" need t& be 
cleaned up. That might happen. Recently 
the finance ministry set up a working unit 
responsible for capital-market supervision 
and development. It has much to do. Com- 
plaints abound of unwieldy paperwork and 
the inefficiency of a new clearing house, 
both of which make settlement a cumber- 
some business. 

Repatriating funds can also be tricky. 
The central bank invariably has to approve 
each transaction: if anything is out of order, 
it can take several weeks to get money out of 
the country. Amazingly, such technical in- 
efficiencies bother both the Thai govern- 
ment and senior bureaucrats—few other 
Asian countries would take any notice of 
foreign complaints. Thailand is starting to 
delegate authorisation for the repatriation 
of foreign capital to Bangkok's commercial 
banks. 

Like most emerging stockmarkets, and 
some developed ones too, Bangkok is r^* 
over-fussy about insider trading. People 
not go to prison for it. Yet the exchange .... 
thorities are not sleepy on other issues. They 
are clamping down on an unhealthy bout of 
"packaging", where brokers sell attractive 
shares to clients only on condition that they 
take some duds as well. Too many enforced 
duds make customers uncomfortable and 
damage the exchange’s reputation. 

In the short-term Bangkok's stockbro- 
kers live in fear of the severity of a market 
crash that most fear may be imminent. More 
importantly, if Bangkok has any pretensions 
to becoming a financial centre, the authori- 
ties must improve the city's infrastructure— 
especially its appalling telephone system. 
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Which 


came first, 


the computer 
or the need ? 


With computer technology becoming more 
sophisticated every day, people are asking 
themselves, "What does my company really 
need? 


The answer — Hewlett-Packard. We don't 

make computers just to out-perform other 
computer companies. We make computers 
to help you out-perform your competitors. 


As proof, we offer you one of the broadest 
ranges of computer products for both tech- 
nical and commercial use, to satisfy your 
computer needs today. And in the future. 


Our record for outstanding service and 
support is unparalleled, as is our commit- 
ment to industry standards. 


Hewlett-Packard computer products 
are also the benchmark for state-of- 
the-art technology and reliability 
worldwide. 


All of which points to one undeniable 
conclusion. When it comes to providing 
companies with the right solutions for 
their computing needs, Hewlett-Packard 
is clearly a better way. 








If you're looking for a computer company to 
take you into the next century, count on 
Hewlett- Packard. 


When it comes to priorities, we know whose 
come first. 


HEWLETT 
PACKARD 


Q 


A Better Way 


For more information please call the HP sales offices: HONG KONG Tel: 5-8487777 MALAYSIA Tel: (03)2986-555 SINGAPORE Tel: 2737388 
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30th carry the same weight with us. 


Fly on our engines, we'll back you 100%. 
That's a promise you can count on whether 
you've got a fleet of one or a thousand, 
no matter if you're an old customer or new. 

Sounds like the same old blue sky? 

Ask anyone operating GE Aircraft Engines. 
And ask the tough questions. 

Whose Technical Representatives are 
always there to provide total support and 
the right advice? 

What companys global parts system 
works so fast that anything from a pump to a 
complete engine can be delivered anywhere 
in the world in 24 hours or less? 

And which family of commercial aircraft 
engines has continuously raised the industry's 
expectations for dispatch reliability and 
operational economy? 

They'll tell you it's GE Aircraft Engines. 
Because whether they are large or small, 
they know nobody carries more weight with 


us than our customers. 
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tter ot a neon ans a 
First to gulp one down was 
k, suffering from a nasty third- 
iangover. Then came TSB in July. 
as the turn i Standard Char- 






With a shak a ek r bid de pine 
y debr, Standard Chartered’ S symp- 





hen, dhe the prescriptions for cer 
Pe th banks back in shape are somewhat 







| arios; Like his former colleague at 


ank of England, Sir Kit McMahon, 
d Chartered as chairman and 


dto bolster pu bank s an kebiéd 
dnce sheet. 

A start was made in 1988 with the | 
sale of Standard Chartered’s two 
American banks. The United Bank of 
Arizona was sold to Citicorp for 
about $200m, and a subsidiary of the 
Bank of Tokyo bought Union Bank 
(of California). for $750m. Thanks 
also to a £304m ($512m) rights issue - 
in September, the bank's total, risk- 
adjusted capital at the end of 1988 
was a healthy 10.4% of assets, well 
above the 896 international minimum 
set by the Bank for International Set- 
tlements in Basle. 

Yet in its latest set of half-yearly _ 
figures, released on August 16th, 
Standard Chartered’s risk-asset ratio 
slipped back to around 8%, thanks 
largely to a £208m increase in third- 
world loan provisions. Don’t worry, 

's Mr Galpin: plans to sell the 
. ak’s City of London headquarters 
in Bishopsgate and part of its presti- 
gious office space in Battery Road, 
Singapore should bring in a clean 
£400m. Standard Chartered has already 
. agreed the sale of its property in Bangkok 
. for some £50m. 
. . Better capital ratios should help Stan- 
` dard Chartered improve the quality of its 
-$2.7 billion third-world loan portfolio. By 
.increasing provisions to cover 46% of its 
_ developing-country exposure (entailing a 
£48m pre-tax loss in the first half of 1989), 
Mr Galpin has already brought the bank 
‘into line with its British peers. This figure 
should rise to 48% if Standard Chartered 
: swaps some of its $475m of Mexican debt 
for "exit bonds". 
The bank's overall exposure to develop- 
f ountries has already fallen by over 
year, thanks to loan-swapping in 
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dland, Mr Rodney Galpin, who | 


the secondary market. Loans outstanding to 


industrial nations are falling too—especially 


those to South Africa. Last year, the bank's 
South African exposure fell by 15% and, af- 
ter. a further 2% fall in 1989, now stands at 
$966m. But the bank is still not short of 
doubtful assets—including as much as 
£300m lent to Mr Alan Bond, an Australian 
beer-to-broadcasting magnate whose com- 
panies' cash flow is fast drying up. 

As well as revamping its balance sheet, 
Mr Galpin is restructuring the bank's opera- 
tions. The aim is to run the correspondent- 
and private-banking services, as well as the 
treasury and merchant-banking operations, 
on a global rather than regional basis. That 
is a move away from the bank's federal struc- 
ture, which has duplicated effort and costs. 


Trade finance—Standard's bread-and-but- 





More outs than ins to come in Bishopsgate 


ter business—and its retail banking activi- 
ties will also be run with a worldwide spin. 
To chivvy along these changes, Mr 
Galpin has put new faces into the bank's se- 
nior management. Of the old-guard, only 
Mr Bill Brown, the deputy chief executive, 
remains. New boys include Mr Malcolm 


Williamson, the former managing director 


of Britain's Girobank who is to run the 
bank's North American and Asia/Pacific 
operations, and Mr Geoff Armstrong, who 
will look after strategic planning and devel- 
opment. Mr Ármstrong's appointment sent 
shivers down the spines of Standard's 
28,000 staff. In a previous job at Britain's 
formerly state-owned carmaker, British Ley- 
land, Mr Armstrong sacked hundreds of 









woke despite stiff un 
So far the only nótab 
have been at the bank's he 
242 have lost their jobs 
Chartered's ratio of operating 
revenue fell from 65.996 at th 
to 62.396 by mid-1989. It need 
least 6096 in order to match that of 
bank peers. 
Standard Chartered has TM E 
ing a long, hard look at the. geogr 
spread of its businesses. It remains a fo 
the fast-growing economies of Asia and 
Pacific rim and has just opened a bran 
Los Angeles, to reinforce its presence 
the sale of Union Bank. n 
The Pacific proved its worth in 
half of 1989 by contributing near 
Standard Chartered's £208m o: 
fore provisions. That was more t 
ish operations. The bank also covet 
chise in tropical Africa. Its netwo 
offices in 15 African countries turne 
pre-tax profit of £21.5m. : 
Away from these colonial hai 
prospects glimmer less. Some of 
bank's continental European bu 
nesses are in a mess. The regk 
chalked up a £20m loss in 1987 4 anc 
scraped a meagre profit of just £1 
last year. The bank sold its Fren: 
 merchant-banking subsidiary in Juh 
(though still keeps a branch in Paris) 
It also pulled out of the West German 
bond market. That means Standard 
Chartered is left with barely a toe 
hold for 1992, when the European 
Community's internal market i 
meant to be freed up. ; 
In Britain, the bank is. con 
centrating on boosting fee income, 
rather than making new loans. Ac- 
„cording to analysts at Morgan. Stan- 
ley, around one-half of Standarc 
Chartered's British pre-tax pro 
(which was £119m in 1988) co 
from its foreign-exchange and tre 
sury operations. It has developed 
eral profitable sidelines such as m 
agement buy-outs and bul 
trading. Only Chartered Trust, 
sumer-finance subsidiary, is an odd str 
fit. With no interest in British retail. 
ing, Standard Chartered should sell 
outfit. 
Now that the bank has found a 
sense of direction, Mr Galpin can sleep 
easier. Lloyds Bank still has a stake o 
under 5% in Standard Chartered, bu 
unlikely to repeat its hostile bid of t 
years ago. Of the three "white squires' 
came to Standard Chartered's rescue 
1986, Mr Tan Sri Khoo Teck Puat, a M: 
sian businessman, still has a sharehold 
the bank, of just over 596. The shares of 
other two, Mr Robert Holmes à Court 
Sir Y.K. Pao, have been spread far and w 
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$æ An instrument — — 
panel... on your wrist 


The Aerospace in titanium is designed for airline pilots, 
skippers, rally drivers and men of action. 

It has been basically conceived to resist shocks, immersion 

and the rigors of climatic extremes. 

Analog and digital quartz movement — all functions controlled 

with the crown, case and bezel titanium, water-resistance 330 feet, 
(100 meters) anti-glare coated sapphire crystal, ratcheted bezel. 

Analog hours and minutes. Digital functions: hours — minutes — seconds/ 

my date/day/timer. Second timezone or UTC time / chronograph 1/100 second: 
' total timing 24 hours/alarm. 


Breitling Agents : 
USA tel. 1 800243 5146, JAPAN tel. 4550 111, 
HONG KONG tel. 3739 1281, SINGAPORE tel. 2599288. 
EUROPE on request through BREITLING SWITZERLAND 
P.O. Box 1132 2540 GRENCHEN tel. 65527712. 
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; (^ N AUGUST 13th more than a decade 
A of planning and effort came to fruition 
in the caverns of CERN, the European parti- 
cle-physics laboratory outside Geneva. The 
—Large Electron-Positron collider (LEP), the 
—pewest and biggest particle accelerator in 
the world, produced its first z particles. It 
produced five in a day; soon it should be 
producing hundreds; eventually millions. 
‘Tt e behaviour of these zs should answer ba- 
"questions about the things from 
which the universe is made. Then the 
law of conservation of ignorance will 
probably come into play, and the 7s 
will start to pose new questions of - 
their own. 

The intriguing thing about the 
Z—an ephemeral particle which car- 
ries the weak nuclear force between 

. Other particles—is that at the end of 
its short life it can decay into almost 
anything. For particle physicists, hav- 
ing a Z is rather like having a Mickey 
Mantle baseball card. If you have a 
Mickey Mantle card, you can swap it 
for anything. Similarly, if you can 
make Zs you can see them decay into 
almost any other particle in the sub- 
atomic Zoo. 

. LEP's first goal is to find the 
“width” of the z. The machine works by col- 
liding electrons with their anti-particles, 
sitrons, both accelerated to around 46 
V. (In subatomic physics, energy and mass 
are both measured in electron-volts. One 
GeV is a billion ev.) When they collide, they 
give up their energy to produce a Z, with a 
.. mass of about 91.1 Gev; when the collisions 
... provide too little energy, or too much, no zs 
- come forth. 
Tt is the range of energies at which zs are 
=- -produced—the width of the “z peak" 
i= centred just above 91.1 Gev—which is cru- 
cial (see diagram). The width reveals the 
number of different types of neutrino that 
hez can decay into: the more types of neu- 
trino there are, the wider the z will be. At 
present, there are thought to be three differ- 
ent species of neutrino, each a member of 
one of the three known “generations” of 
fundamental particles. Each generation 
boasts one neutrino, one electron-like parti- 
ele and two quarks. When they know the 
___ width of the z, physicists can decide whether 




































way to get results 


ECHNOLOGY 


giant LEP for mankind 


there is another generation lurking beyond 
the three already discovered. That is the sort 
of discovery which brings Nobel prizes. _ 

— ]n its quest to measure the Z and thus 
count the building blocks of matter, Ler has 
a rival. The Stanford Linear Collider (SLC), 
in California, is a much smaller machine. In- 
stead of whirling particles round a ring, like 
LEP, it shoots them in straight lines. That 
limits the number of Zs it can make. It saw its 
















first on April 11th. By August 
13th it had produced 
250—enough for rough mea- 
surements of the z width. It has 
also produced a height for the 
z, which Stanford physicists 
think is a more sensitive mea- 
surement of the number of 
generations. The SLC height suggests that 
there are only three generations—but four 
is still a possibility. | 
The results from California are impres- 
sive, especially since they come from a new 
and unique type of machine. They may pro- 
vide a sure answer to the generation prob- 
lem before LEP does. That explains the haste 
with which the finishing touches have been 
put to LEP. The 27km-long device, six years 
in the making, was transformed from inert 
hardware to working machine in just four 
weeks—a prodigious feat, unthinkable any- 
where but CERN. Even so, it was still not as 
quick as Dr Carlo Rubbia, CERN's domi- 
neering director-general, might have liked. 



































































He was half expected to make a gr: 
trance at a conference in Stanfor 
the first LEP results hot in his hand. A 
delays—a cooling-pump breakdown, : 
ing screwdriver and so on—meant th 
conference had ended the day befor 
started work. Still, the success of LEP’ 
run, when a Z was detected a mere 16 
utes after the beams of electrons and 
trons collided for the first time, augur 
for CERN. "e 
Dr Rubbia could be forgiven a little 
ternal pride in the z. It was a team led 
that first discovered it (along with its:s 
less glamorous siblings, the two W pat 
at CERN in 1983. He owes his Nobel 
and his job to that discovery. The wor 
LEP and sic will bring the particle int 
own. It will probably also co 
CERN’s reputation as the best la 
tory of its type. OU 
There are four different det 
at LEP, situated at the four poi 
the ring where the counter-rot: 
beams of electrons and. pos 
cross over and the particles colli 
Each detector has a different strengt 
and its own experimental prograt 
(see box on. next page), but all ai 
meant to do the same sort of thing: 
They will test current theories, whic 
predict many things about zs, an 
they will look for new particles. 
What they will probab 
not find is the missing 
quark. The top-—one. of th 
two quarks in the third gen 
tion of particles—is almost « 
tain to exist; but unlike 
partner, the bottom qua 
has never been seen. Unfo 
nately, the easiest way t 
a top quark from az ist 
atop and an anti-top. If th 
weighs more than half what 
| weighs—and its failure to: 
pear in other colliders suggests thai 
does—that will prove impossible. : 
If there is a fourth generation of pi 
cles, one of them might be found. How 
the prospects that quicken the blood 
conjure up Nobel dreams are more c 
The most sought-after particle is th 
boson, which is held responsible for 
other particles their masses. It will be 
duced only rarely, and the heavier it i 
rarer it will be. But if it weighs less th 
Gev its tell-tale decays should be dete 
from one Z in a million or so. Such : 
tion would arguably be even greater t 
the discovery of the z and the ws. — 
There is also the chance of comple 
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new Adde described by a ben of thas. 
= ries that go by the name of “super- 
— symmetry". The unified theory of the elec- 
tromagnetic force and the weak force—the 
_ theory which predicted the zs and ws—was 
arrived at by treating the way the forces op- 

erate according to mathematical laws of sym- 
. metry. To unite those two forces with the 
— strong force between quarks requires a new 
— theory, which may work in much the same 
—. way. The most popular candidates for such a 
theory are supersymmetric ones—though 
__ there is a small lobby, poorly represented at 
— CERN, that favours “technicolour’”’. 
a Supersymmetric theories predict lots of new 
= particles at high energies, some of which 
“Bs . might be found at LEP. 

Supersymmetry could show up in vari- 
~ ous ways. If there are observable 
ix B ior mmeric particles that weigh less 
= than half of what a z weighs, they may be 
_ produced in pairs. But there could also be 

= supersymmetric particles that are not di- 
= rectly detectable. If no such particles exist, 
_ there are two possible widths for the z, cor- 
“a E Fesponding to three or four species of neu- 
trino. If the measured width remains reso- 

Bue between the two, it could be because 
| B: - supersymmetric particles like neutrinos are 
- also being produced—though other obscure 
. explanations would have to be ruled out to 


. make the idea credible. 











GENEVA 


does LEP need four different de- 
tectors, all huge and costly, to make 
sense of its Zs? Strictly speaking it doesn’t. 
|| Its four detectors are as much a matter of 
= | prudence and politics as of physics. 
| One detector is not enough. Anything 
— ] seen on just one is open to doubt; a sec- 
ond detector is needed to verify it. It is a 
short step to three. A third not only al- 
lows a back-up, but also provides more 
jobs. The 12 governments that sponsor 
CERN would take a dim view of it if, after 
spending almost $2 billion on building, 
staffing and running LEP and its detectors, 
the laboratory did not provide the facili- 
ties for lots of physicists to use it. 

So three detectors seemed like a good 
number. Then along came Dr Sam Ting. 
The world of particle physics is dominated 
by large intellects and large egos. Dr Ting 
has few rivals in either field, He proposed 
| a detector larger than any of the others 
|| and with a substantially different design. 
The merits of the detector might have car- 
|| tied the day on their own, but Dr Ting 
: also brought lots of money from outside 
! organisations, many of them in America, 
and so needed little from CERN. That may 
well have assured his group of 470 physi- 
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Dr Rubbia awaits new particles 


There is plenty of fruitful physics to do 
with the z. Before exhausting that treasure 
trove, CERN plans to double the energy of 
LEP’s electrons. That would allow the mass 
production of Ws as well as zs, and would 
provide new ways to get at the top quark, 
the Higgs and anything else. CERN also has 
plans for increasing the number of collisions 
in the ring by bending the two beams 


Four ways to skin a cat 


cists a place at the ringside. 

Of the four detectors, OPAL is a gen- 
eral-purpose one, using techniques al 
ready tried and tested when the design 
was submitted—a sensible hedge against 
technological hubris elsewhere. ALEPH 
uses more advanced techniques, but is 
perhaps the simplest design. Because of 
that, and the high reputation of its co-or- 
dinator, Dr Jack Steinberger, ALEPH is 
widely expected to hit its stride first. DEL 
PHI takes the kitchen-sink approach— 
almost every new way of finding particles 
dreamt up in the past decade has been 
worked into its design. 

Dr Ting's L3 is different from the oth- 
ers because of his goals. He wants to make 
extremely precise measurements of elec- 
trons and their heavier counterparts, mu- 
ons. All the detectors use magnetic fields 
to bend the paths of the charged particles 
within them—but only L3 is completely 
encased in a huge magnet with as much 
iron as the Eiffel tower. 

The other outstanding innovation is a 
layer of BGO, a sensitive glass that has 
never been used in anything like these 
quantities before. The BGO was made in 
China. The iron came from Russia, which 


around each other, so that more bunches of 
particles can be used at once. If that Works 
out, the final souped-up version of LEP 
should be able to do in a year what the 
present LEP would take decades to manage. 
In the end, even the riches of the z may be 
exhausted. By then, though, Dr Rubbia and 


his colleagues will have found new dreams. 


Towards the 3D fax 


Solid geometry = 


AUSTIN, TEXAS 


HILOSOPHERS are fond of asking 

what would happen if you faxed people 
instead of bits of paper. Suppose you could 
"scan" a person's body atom by atom, store 
the information, destroy the original body, 
and transmit the information to another 
machine. Suppose the receiving machine 
could reassemble atoms according to t^^ 
transmitted pattern. Would you have fax 
the person or just a copy? If the "copy" h 
all your memories (including, presumably, 
the belief that he was you) and if he was the 
only claimant to your identity, some would 
say that you yourself had indeed been faxed. 
(Presumably, then, transmitting a public-re- 
lations man would be the ultimate in junk 


makes L3 the largest Soviet-Chinese 
collaboration since Mao and Stalin went 
their separate ways. Getting that sort of 
co-operation to work is one reason that L3 
has kept Dr Ting busy for the best part of 
a decade. 

He works on the assumption that fine 
measurements of electrons and similar | 
particles are always the way forward. Such | 
measurements won him his first Nobel 
prize—for the discovery of a particle 
which. he called the j, after the Chinese 
character for his name. (The particle was 
discovered at the same time in Stanford, 
where it was called the psi; Dr Burton 
Richter at Stanford shared the prize.) 13 
might win him his second, for one way to 
spot a Higgs boson is by careful measure- 
ments of muons. But there are other ways, 
more suited to the other detectors. If the 
Higgs appears more frequently with just a 
flurry of quarks, then DELPHI will be in a 
better position to spot it. 

The first Z was seen in OPAL; within 
two days, all four detectors had seen some. 
After the early thrill of measuring the z 
width, they will settle down to harvesting 
particles by the thousands. Their minders 
will then face the task of turning the elec- 
tronic signals they get from their thou- 
sand-tonne monsters into pictures of the 
minutest particles—and of fitting those 
pictures to theories. 
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| 83rd NORTH-WEST-GERMAN STATE-LOTTERY, WEST GERMANY 
83. STAATLICHE NORDWESTDEUTSCHE KLASSENLOTTERIE 





Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN 
STATE-LOTTERY. Extraordinary! More than every 3rd 
ticket-number wins guaranteed within the period of the 
lottery. Total winnings for the 83rd lottery will amount to 
about 241 million DM or $ 1379 million. The Super- 
Jackpot by itself amounts to 32 million DM. 


The maximum Super-Jackpot 





alone comes to 2 x 3 million DM. 


The prize-money is paid in. DM, one of the strongest cur- 
rencies in the world. The lottery runs over a period of 26 
weeks. One drawing every week. That means 26 draws 
and 26 chances in total to become a millionaire! The price 
money increases from draw to draw. All draws are super- 
vised by state auditors. 





; It's easy to participate: 


Rez . . . 
= — G Please send us the order coupon - or if missing - a 
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he 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 


State- 
controlled 





letter. 


Attach payment for the tickets you want, using either 
cash by registered airmail-postage, international post- 
al order, personal cheque, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after 
receipt of the invoice. 


We send you the tickets, further information and the of- 
ficial draw schedule. After each class you receive the of- 
ficial winning list as well as your ticket for the next class. 


Within days you will be notified each time you win. Your 
prize-money will be transferred by cheque to any place 
you wish to. The prize-money is paid to you free of Ger- 
man Tax and the whole amount will be paid without any 
deductions. You remain absolutely anonymous. 


We guaraniee fast, reliable and confidential service 
world-wide. 














This is why it is interesting for you to join 
the lottery: 241 million DM prize money 


2 x 3 million DM as maximum prize-money 


2x2 million DM 
22 x 1 million 
and in addition: 


279.999 x prizes up to 500.000 DM 





Only 700.000 tickets from the basis of the lottery. Out of these 
tickets 280.025 numbers win in the course of the lottery: So, we can 
guarantee winnings for more than every 3rd ticket-number! 





Mail to: Walther Ruge - Heidenkampsweg 32 - D-2000 Hamburg 1 - West-Germany 









Mail to: Walther Ruge * Heidenkampsweg 32 * D-2000 Hamburg ! - West Germany 





Please write in German O English O Mr. O Mrs. O Miss O 
Clear letter-printing please 

First nome 

Surname 

Street ee ee À—— ee ee ee reo ar a ee ee ee 
OO ok el SUPE ARAE E Ra EE E ETN TE SPC POET 
City (pale E B ET C e E V 
Country 

Charge my O DINERS CLUB (2 AMERICAN EXPRESS O EUROCARD O VISA 
Handling charges for payment by credit card 6%. 

Name of Card Holder 

Acct. No. 

Expiration ——À—— - 
Sianature .EJEX*SS OINERS) a ull 




















Order-Coupon -——————— —-— 





Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket or 25% with a 1/4 ticket. Don’t 
forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 


Please fill in the number of tickets you want to order with 
this coupon 


ERE 7r a 
[o [viter | DM 741,- (approx US $ 395,- ou £ 247,-)* 
NENNT TIT EUIS 
| [VA ticket | DM 201,- (approx US$ 113-ou£. 70,-)* 


Secure your chance to win now! Mail your coupon today! 


* Your prize money will be transferred confidentially by cheque to any adress or bank in 
any part of the world. Payments through personal cheque in DM, £, or US $ will be 
accepted or through a bank draft, American Express, Diners Card, Eurocard, Access, 
Master Card or Visa. 

















All prices are for the whole lottery including air mail postage and winning list after each 
month. No additional charges! Valid only where legall 


Valid only where legal. Not available 
to residents of Singapore 






| SCIENCE AND TECHNOLOGY 
— fax.) But what if the original body turns out 
. not to have been destroyed, or if two copies 
are sent? Then the faxee would seem more 
— like a copy. 
— No, nobody has found a way to do it. 
.. But several companies have developed a re- 
lated idea with commercial rather than 
1 philosophical implications. Mr Carl Deck- 
. ard, a research student at the University of 
| l Texas at Austin, dreamt up and built a ma- 
. chine that can quickly make out of plastic 
any solid three-dimensional object that is 
_ designed on a computer screen. Link up two 
. such machines and you have a three-dimen- 
. sional fax system. Sellable versions of his de- 
. vice should be available next summer for 
about $200,000. The American govern- 
 ment's Defence Advanced Research 
Projects Agency is paying for research to 
find out whether stronger materials, such as 
metal, could be used to make the models. 
E Mr Deckard's technique— "selective la- 
ser sintering" —starts with a picture of the 
| object (a machine part, say) on a computer 
screen. The computer then slices the picture 
into sliver-thin horizontal layers. Just as a 






















































Box 


Orbituary 


LEASANT though its prospects 

may be, few would want to stare 
constantly at Darmstadt in West Ger- 
many for three years. That was the 
plan, though, for Hipparcos, the Eu- 
ropean satellite designed to map the 
skies. It was to orbit the earth once a 
day, always visible in the German sky, 
and send down a stream of data to its 
controllers in Darmstadt. Unfortu- 
nately it was not to be. 

After its launch on an Ariane 
rocket, Hipparcos's on-board boost- 
ers failed, leaving it in the wrong or- 
bit. This has various disadvantages. 
Hipparcos cannot carry out its ob- 
servations as planned. It may be dam- 
aged by radiation in the Van Allen 
belts around the earth. And it can 
talk to Darmstadt only three hours a 
day. Since the spacecraft was not de- 
signed to remember things for future 
transmission, Darmstadt will only get 
an eighth of the data expected. 

A. European receiver in Australia 
may be able to monitor Hipparcos, in 
which case six daily hours may be re- 
trieved. There should be enough to 
| show that the telescope on Hipparcos 
|| works, and it may produce some use- 
ful measurements. But they will be a 
far cry from an authoritative star at- 
las. And Hipparcos, unlike commer- 
cial satellites which also need to lift 
themselves to higher orbits, was not 
insured. 
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two-dimensional image can be broken down 
into a grid of "pixels" (picture units) and 
thus stored in digital form, a solid can be 
decomposed into "voxels"—volume units. 
Once the three-dimensional image is stored, 
a precisely aimed laser draws the shape of 
the bottom slice of the object on a layer of 
powder that fuses and solidifies only where 
the laser strikes it. Then another layer of 
powder is laid down and the next slice is 
etched, and so on. Researchers in Austin 
have started to experiment with ceramics. 
Other types of beam— probably particle 
beams rather than lasers—might be able to 
extend the technique to metals. 

An architect could use the device to 
make quick and cheap models to show cli- 
ents. A prototype of almost any kind of 
hand-sized object or mould can be run off in 
minutes; the method also makes it possible 
to produce some structures—such as boxes 
within boxes—that flummox traditional 
machine tools. The main aim of such “ 
visualisation” is to make testing ideas easier 
and faster, and so speed up the time it takes 
for a new product to get out of a designer's 
brain and into a shop. 

A similar idea is already selling well. 3p 
Systems in Valencia, California, patented 
its notion of "stereolithography" in 1986 
and has sold more than 100 of its machines 
to electronics, aerospace, car and medical 
companies, among others. Its simulacra are 
made out of liquids that harden when struck 
by ultraviolet laser light. The laser traces its 
pattern on the top of a bath of plastic, then a 
platform lowers the hardened pattern, leav- 
ing another layer of liquid on top for the 
next slice to be traced. It seems slower than 
Mr Deckard's technique, and is also limited 
to photosensitive materials. The 3p fax has a 
way to go yet, even in California. 





Drug delivery 


The calf's lesson 


TOMACHS, sophisticated as they are in 

many ways, are not very discriminating. 
They do not know the difference between 
food and medicine, and thus have a ten- 
dency to try to digest treatments, rather 
than passing them on to the bloodstream in- 
tact. Nature has its own way around this 
drug-delivery problem, which scientists at 
Edinburgh University are now applying in 
various areas, from making aspirin less dam- 
aging to, perhaps, improving the treatment 
of Parkinson's disease. 

People who need long-term treatment 
with aspirin for arthritis often suffer serious 
side-effects because aspirin can damage the 
stomach. Parkinson's disease is treated with 
L-dopa, a drug which has to be given in huge 
doses because it is largely broken down in 
the stomach before it can be absorbed in the 
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intestine. Now a team led by Dr Lindsey 
Sawyer in the biochemistry departmen- ^4 
Edinburgh University has found a wa 
transport both aspirin and L-dopa through 
the stomach without the drugs affecting it or 
being affected by its digestive juices. 

Their inspiration came from studying 
new-born calves. In their first days of life, 
before their immune systems are fully devel- 
oped, calves need to be supplied with vita- 
mins and immunoglobulins in their moth- 
ers' milk in order to make antibodies. Dr 
Sawyer and his colleagues discovered that in 
order to ensure that the calf absorbs these 
vital substances, they are transported 
through the stomach and down into the in- 
testine attached to a carrier molecule, the 
protein lactoglobulin. Vitamins attached to 
lactoglobulin are unaffected by stomach 
juices and pass through the intestine un- 
scathed until they reach the absorptive 
tract. There, Dr Sawyer found, lactoglobu- 
lin and its cargo of vitamins or immunoglob- 
ulin are absorbed through lactoglobulin re- 
ceptors in the intestine wall. 

Babies are protected in the same v | 
Dr Sawyer believes that lactoglobulin can be 
used to bypass the stomach and transport 
other things to the intestine, where they can 
be efficiently absorbed through lactoglobu- 
lin receptors. He has cloned the gene for lac- 
toglobulin (that is, implanted it in cell cul- 
tures, which then produce lactoglobulin) 
and engineered the gene to produce an al- 
tered version of the protein that binds to, 
and transports, L-dopa. He is now working 
to produce a version that carries aspirin. 

With any luck, such biotechnology will 
let man copy nature in other ways. The effi- 
ciency with which other drugs are delivered 
to people and animals might be improved by 
the same method. And lactoglobulin might 
also be used to carry proteins and other 
foods to improve the nutrition of premature 


babies. 
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bm s sword to Walkman. 


Rise TO THE CHALLENGE. By Koji Kobayashi. Harcourt Brace Jovanovich Japan; 132 


pages; ¥2,800 ($19.70) 


QUEST FOR Prosperity. By Konosuke Matsushita. PHP Institute; 347 pages: Y3,000 ($21) 
MADEIN JAPAN. By Akio Morita. Fontana/Collins; 309 pages; £3.50 


WENTY years or so ago, people in 

America and Europe began to write 
books about Japanese business. They point- 
ed out, sensibly enough, that Japan's society 
works rather differently, and. that anyone 
who wants to sell things in Japan, rather 
than merely buy them, must think carefully 
about how to do it. Yet as the pedes 
unique industry has flourished, it has also 
| cured the ways in which Japanese busi- 







three boo! i, P RE of prominent 
Japanese bu Sinesemen, are an admirable 
antidote. — 

Koji Kobayashi is the nearest of the 
three to a traditional company man. He 
joined NEC in 1929 and stayed until last year, 
leaving his firm the biggest maker of semi- 
conductors in Japan. Mr Kobayashi's career 
of careful corporate ladder-climbing ought 
to strike a chord with Japanese and foreign- 
ers alike. When an independent-minded col- 
; e left NEC to set up his own firm, Mr 
Kobayashi was tempted by his job offer, 
slept on i it, and declined. 

Konosuke Matsushita, who died last 
spring, became one of the idols of Japanese 
business by doing exactly the opposite, Pov- 
erty forced him to leave school at nine and 

come apprenticed to a maker of hibachi 
In 191 b e electricity was still 










frightening, he became an electrícal installa- 
tion technician; six years later he set up on 
his own to make a new electrical socket. 
Matsushita had Y100 in capital and no 
knowledge of business. Yet he managed to 
bring out a succession of cheap, innovative 
products such as battery-lamps and radios, 
and to run the company with spectacular 
success until 1973. His firm (whose brands 
are National, Panasonic, Technics and Qua- 
sar) is now the world's biggest maker of con- 
sumer electronics. 

Akio Morita is an entrepreneur, too. 
After the war, with a partner who gets little 
mention in his book, he founded the com- 
pany that is now called Sony. Yet his is no 
rags-to-riches story. He was the heir, as he 
says, "to one of Japan's finest and oldest 
sake-brewing families", and was brought up 
in a smart house in Nagoya. His firm's first 
important product was a tape recorder. 
Transistor radios followed soon after; but 
Mr Morita became especially famous for the 
Sony Walkman, which was his inspiration in 
all respects except the name (he preferred 
“Walking Stereo”). 

Japanese businessmen are not all po- 
litely grey, and these three prove it. Mr 
Kobayashi outfaced unrest in his NEC plant 
during the war by calling the chief trouble- 
makers one by one into his office, laying 







against their cheeks the sword he was 
lowed, as a military reservist, to carry 
challenging them to a fight. "They 
turned pale," he observes drily, ‘ and pr 
ised never to do it again.” ; 
Matsushita’s style was less pugnaci 
His response to labour unrest, when 
in the firm would clean the lavatory in 
was to shame them by doing it himself. 
great coups were in marketing. To pe 
sceptical wholesalers that his battery-l 
would be longer-lasting than others, h 
dered a remarkable demonstration 
salesmen delivered a sample lamp to e: 
10,000 wholesalers, switched it on. an 
nounced that they would be back in t 
three days to see whether it had. gone 
Needless to say, none had. The pri 
an extraordinary success. i 
Mr Morita’s speciality was to «or 
of products that his customers. dic 


























































given eal d to ioe series in new 
almost-pocket-sized models.) a 
Apart from their evident .capacity for 
hard work to the point of illness, the write 
give few clues as to how to beat Japanese 
firms. All preach the gospels of trainin 
good employee relations, the importance of 
trust rather than contracts and of q 
rather than price, the value of intelli 
property and the wisdom of. defe 
trademarks. Mr Morita is particularl 
phatic about the benefits of the: 
employment system which, as he 
vously points out, was an unintend 
quence of the labour laws that Americ 
posed on Japan after the war. — == 
In the end, the lack of clues doe 
matter much. The value of these- 
their picture of a generation with : do 
an almost feudal rural society and a fing 
in the age of optical discs. They explain 
the attitudes of those who are now at the 
of Japanese business have been formed. 
ten years Japanese companies will be led 
men (and perhaps even women) for 
this is history, not experience. They w Y 
longer be obsessed with "catching up"; 
outlook on the world will have been fons 
in a developed, not a developing, coun 
And perhaps westerners will unders 
them better. 
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— MADE IN AMERICA. By Michael Dertouzos, 
= Richard Lester, Robert Solow and others. 
. MIT Press; 344 pages; $17.95 


= QVXTEEN boffins from the Massachusetts 
.. M Institute of Technology have set out in 
. this book to investigate how America’s man- 
. ufacturers have lost their productive edge 
- and how they can regain it. A dull quest? 
— No; it is fascinating. After visiting more 
than 200 companies in America, Japan and 
- Europe, the MIT 16 write up their conclu- 
sions with commanding authority. 
America’s industrial decline is undis- 
puted. The three leading producers of semi- 
— conductors—NEC, Toshiba and Hitachi— 
- are all Japanese. The leading chemicals com- 
... panies— Bayer, BASF and Hoechst—are Ger- 
. man. In 20 years the American motor indus- 
f has gone from a trade surplus to an 
- annual deficit of $60 billion. Half the coun- 
.. try's machine tools are imported. American- 
. made radios, televisions and VCRs are al- 
= most extinct The American clothing 
- industry has failed miserably to follow the 
— Germans and Italians upmarket. 
— The sequence of American retreats of- 
- ten follows a pattern, one that is most 
. marked in consumer electronics. The Amer- 
_ ican firms set high goals for return on invest- 
- ments. Foreign firms select a piece of a mar- 
- ket and, by aggressive pricing, force down 
the return on investment while building 
. market share. Soon the American firms re- 
. treat from the chosen sector. The foreign 
—. firms then move on to set aggressive prices 
. in some other piece, and the Americans 
. once again fall back. 
.. The authors find many causes for these 
retreats. Among them are the relatively high 
cost of American capital (the federal budget 
deficit is largely to blame), the short-term 
-. horizons of managers and investors, failures 
to commercialise advances in technology, 
. poor schools, lack of training at work ("just 
- follow Joe around") and the way business 
— and government, workers and bosses, be- 
— have like adversaries rather than partners. 
— — How can America bounce back? More 
= than anything else, if American managers 
. try to get the best out of their employees. It 
. is not impossible; American workers, after 
- all, are able to produce as much and as well 
. as Japanese workers when the Americans 
are in plants set up and managed by Japa- 
. mese. Yet corporate America has not yet got 
. the message. In industry after industry, the 
- MIT 16 found that managers and workers re- 
. act to stronger foreign competition by cling- 
ing more tenaciously to the methods they as- 
.. sociate with the good old days of America's 
— industrial supremacy. 
























Contemporary theatre 


olings and arrows 


I AM HAMLET. By Steven Berkoff. Faber; 
209 pages; £5.99. To be published in 
America by Grove Weidenfeld 


S THE enfant terrible of the British the- 
atre, Steven Berkoff expects—indeed, 
confidently hopes—to stir people up. The 
most outraged reviews of his life, however, 
were not for his monstrous bug in Kafka’s 
“Metamorphosis”, nor for the vicious yobs 
of his play “West”, nor for the bored 
couplings of “Decadence”, his satire on the 
appetites of the British middle classes. They 
were for "Hamlet", in which Mr Berkoff 
both directed and took the leading role in 
Edinburgh and at the Round House in 1979 
and 1980. Ten years later Mr Berkoff has 
published the notes he took while he was 
trying to get into the part. They show that 
the great play has most profound and unex- 
pected effects, even on actors who suppose 
they are hard-bitten. 

Mr Berkoff approached Hamlet with his 
usual vigour. He wanted to play Hamlet (all 
actors do), but he had to make sure he di- 
rected too. [n the end he found a small and 
willing company of 12 players. The produc- 
tion was in modern dress, enabling Ger- 
trude to dress as a slit-skirted tart and Ham- 
let himself to carry a useful biro in his top 
pocket. Polonius was played as a fascist thug, 
and all the "ridiculous" or "boring" bits 
were cut out of the text. Not to cut “Ham- 
let", writes Mr Berkoff, “implies a wholly in- 
gratiating attitude which will impede any 


real insights into the play.' 


" dus BM Reis E aes 
^ Ss 

The production was a struggle, ånd a 
revelation, from start to finish. The charac- 
ter of Ophelia hardly ever worked, and "To 
be or not to be" proved as thankless as ever. 
Mr Berkoff tried it in a dozen ways: attack- 
ing it “like a cry of pain", walking up and 
down, revolving like a lighthouse. He once 
wrote the opening lines on a blackboard, as 
if about to give his audience a lecture. 
Dustin Hoffman told him he liked it that 
way; but the way Mr Berkoff liked it best was 
as he did it on tour in Israel, holding an ' 
open cut-throat razor just above his wrist. 

Iconoclast that he is, Mr Berkoff still felt 
an almost embarrassing reverence for the 
person of Hamlet. It increased as he went 
on. This was, to him, the summit of all roles, 
“the accumulation of all our values and be- 
liefs". Not for Mr Berkoff the vacillating, 
weak-wristed or half-mad prince. In Hamlet, 
he writes, “are set out all the rules for the 
perfect human, the perfect rationalist”, and 
lines that did not fit this interpretat^^- 
could, of course, be cut. On tour in € 
many, he even found his speculations taking 
a religious turn. Hamlet was Jesus, “some- 
one who must be sacrificed from time to 
time to remind the world when it strays 
from the path of virtue." 

Mr Berkoff's notes are most of all an ex- 
ercise in self-justification; and his playing of 
Hamlet has convinced him that he is right to 
keep spitting and growling at the theatrical 
establishment. “Hamlet” needs brave men, 
probably even braver than himself. As he 
acted, Mr Berkoff kept thinking of—and 
borrowing from—the heroes who had tack- 
led Hamlet in the past, particularly Christo- 
pher Plummer and Laurence Olivier. He la- 
mented the lack of "actors of awesome 
power” in British theatre now, and the doc- 
ile pleasantness of his middle-class audi- 
ences. More than any of his other exercises, 
it seems to be playing Hamlet that has taken 
Mr Berkoff into the purest and most excit- 
ing realms of theatre, where "If our t ' 
scopes can register the light of dead star: 
can our great actors register the original 
thoughts of great masters." 





Hongkong 


The twilight of the 
entrepreneurs 


MOULDERING PEARL: HONGKONG AT THE 
CROSSROADS. By Felix Patrikeeff. George 
Philip; 215 pages; £14.95 


HESSE has never been a perfect 
pearl in Britain's colonial crown. Kow- 
loon's sweatshops, the concrete warrens of 
the New Territories’ "new towns” and the 
triad gangs of Mongkok and Yaumatei all 
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combjne to dull it. But whatever its faults, a 
population of refugees and their children 
has created Asia’s most exciting city, with— 
at least in statistical theory—the highest 
standard of living after Japan. | 

Why, then, should it now be 
“‘mouldering’’? Because in eight years’ time 
Hongkong will revert to Chinese sover- 
eignty, and the territory’s capitalists will be 
ruled by the communists they once escaped. 
That prospect was worrisome even before 
June 4th, when the People’s Liberation 
Army murderously swept  Beijing's 
Tiananmen Square clear of naive young 
democrats. Now the ranks of the fearful and 
depressed swell by the day, as would-be mi- 
grants flock to the more welcoming foreign 
consulates to gain the insurance policy of a 
foreign home: an insurance policy that Brit- 
ain declines to underwrite. 

Felix Patrikeeff was born in Beijing of 
Russian parents and brought to Hongkong 
as a child by a mother who arrived in the 

' ny "with no English, no Cantonese, two 
srican dollars in her purse and a child 
under her arm". That insecure beginning is 
familiar to most of Hongkong’s 5.7m Chi- 
nese; until the 1980s more than half the 
population had been born outside the col- 
ony. Like them, Mr Patrikeeff has little real 
affection for the British gweilos, or “foreign 
devils”, under whose benign dictatorship 
the Chinese have industriously pursued ma- 
terial wealth for almost 150 years. He shares 
their feeling that the 1984 Sino-British Joint 
Declaration is less the diplomatic triumph 
claimed by the Foreign Office than a be- 
trayal, whether cynical or clumsy, of British 
citizens by a Conservative government over- 
eager to curry favour with China. 

Yet Mr Patrikeeff, unlike many in 
Hongkong, does not let sentiment cloud his 
analysis. One of the many virtues of this ex- 
cellent book is its dispassionate assessment 
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of the laissez-faire economic “miracle” so 
often extolled by Milton Friedman and 
other pundits. Mr Friedman equates Hong- 
kong’s wealth with the superiority of the 
free market. Mr Patrikeeff notes the costs of 
that free market: old people, without pen- 
sions, who cannot afford to retire; young 
and old working in dangerous conditions in 
illegal factories. Although he is too much of 
a Hongkonger to condemn those practices, 
he is perceptive enough to see that the riots 
of 1966 were caused more by social and eco- 
nomic dissatisfaction than by the imported 
influence of Maoism. 

As well as being perceptive, Mr 
Patrikeeff is also intriguing. Does Mrs Mar- 
garet Thatcher really hate Hongkong, as he 
claims, because she regards its business lumi- 
naries as second-class opportunists, and its 
administration as the “Hong Kong County 
Council? Perhaps she does. Perhaps too 
her gaffes in Beijing in 1982, when she came 
close to hectoring Mr Deng Xiaoping, were 
part of a devious British plot to forestall any 
chance that Britain might have to retain 
ene when it actually wanted to be rid 
of it. 

Mr Patrikeeff' s book, full of anecdote 
but infuriatingly coy with names, was re- 
searched and written before Tiananmen 
Square, yet his analysis and conclusions re- 
main appropriate. He sees the shallowness 
of Hongkong’s sense of itself, the fragility of 
its structures. Once the British are gone, 
and with them the colony’s Chinese entre- 
preneurs (already smartly shifting their as- 
sets overseas), what next? Mr Patrikeeff sug- 
gests a parallel with Shanghai: "There is no 
longer that intangible feeling of a productive 
intermingling of East and West. Hongkong 
too may find itself inheriting this twilight 
status: changed from a window on the world 
to just another Chinese city." 
pe u.s esc St ee ee ee Ce eee) 

























interest Rate Spike? 


Why do Forbes, The Wall Street Journal, Business 
Week, Money and Barron's quote financial 
forecasts from Young's World Money Fore- 
cast? The answer is Richard C. Young's "unique 
analytical approach" to forecasting and his 
“uncanny accuracy.” 


Now in its eleventh year, 
Young’s World Money 
Forecast is one of the 
most widely read busi- 
ness and investment 
forecasting services. 


A three-issue introduc- 
tion is yours for next to 
nothing. You will receive Young’s latest forecasts 
for interest rates, gold, currencies, the stock 
market and the U.S. economy. Just send this ad 
along with *1 and your name and address to: 


Young Research & Publishing, Inc. 
Federal Bldg., Thames St., Newport, R.I. 02840 





WP RLD MONEY FORECAST 
An Introduction for New Subscribers Only 


ECONOMISTS’ 


BOOKSHOP 


CLARE MARKET, 
PORTUGAL STREET 
LONDON WC2A 2AB 

Tel: 01-405 5531 

Fax: 01-482 4893 


FOR ALL YOUR 
BOOK NEEDS! 


We have over 40 years 
experience in personal, 
library and institutional book 
supply and already have 
thousands of satisfied 
customers worldwide. 
Why not join them? 

O Pleasesend me your CUSTOMER 

SERVICES leaflet 


Name, Address (please print) 
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ake ion laugh, or risks thom think? 


T 50, Alan Ayckbourn is arguably the 


most successful contemporary British 


E Berri With 37 plays to his credit, he 


x 


. may also be the most prolific. From his base . 


E in the Yorkshire seaside town of Scarbor- 


. ough, where he is artistic director of the Ste- 


e 


x1 


D 


= phen Joseph Theatre in the Round, Mr 
-Ayckbourn enjoys a position few artists 


— could find fault with: total artistic freedom. 


Scarborough is the cradle of all his 
p piv. andi it is here that his latest, “The Re- 
. vengers' Comedy”, is showing. This mara- 
Bihon of a play, five hours long, has had a 


. mixed reception; but considering the aver- 
m concentration-span of even the commit- 


ted theatre goer, Mr Ayckbourn is fairly 
. pleased. Having started his writing career 


- with comedies of manners and situations of 


. the English middle class, for which he i is still 


— best deem he now says he wants to “up his 


$ kh 


! His two chief influences are Che- 


d: E. and Harold Pinter, both of whom have 


F E proved that comedy can contain more seri- 


. suggests the Jacobean darkness of Ford and 


.. Webster, 


= 


- 


- ous things. 


ee "The Revengers’ Comedy”, in which 


Eu. two main characters each undertake to 


- settle accounts with the enemies of the 


F other, i is a step along this road. The very title 


whose “comedies” are often 


SUL 
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ULES VERNE vwas not kind to his fel- 
| low citizens of Nantes. He described 
them as “fools building on 
| 
| 





sand . . . merchants of rice and sugar who 
know how to count." His home town dis- 
covered this unflattering view only after a 
most unmercantile decision. In 1981 it 
paid the author's heirs FFróm ($912,000) 
for a trunkful of his manuscripts. They 
yielded up two surprises: a collection of 
poems (from which the above lines are 
quoted) and a travel book, VOYAGE A 
| RECULONS EN ANGLETERRE ET EN 
| EcossE*. Both are now in print for the 
| first time, the poems under the title Po. 
| ESIES INEDITES*. 

| The story of these new Vernes is a les- 
| son in ethics. Verne's heirs agreed to sell 
| to Nantes, and left the city council time to 
| raise the sum, instead of holding an auc- 
tion where, experts say, the manuscripts 





would have fetched much more than 
FFr6m. Similarly, Nantes sold publication 
rights not to the bidder with the biggest 
cheque but to the small firm that had 
been first on the trail of the manuscripts. 





M owan of Scarborough 


steeped in gore; and no fewer than four of 
Mr Ayckbourn's characters die, all nastily, 
before the play is over. This change of form 
from his undeadly suburban works is not en- 
tirely deliberate. Mr Ayckbourn expects 
that as he grows older his plays will naturally 
become darker, "like a painter who uses 


Naturally greying 
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more zaen and greys.” "They w pever, 
he says, be devoid of laughter; but hes wants 
his audiences to be uncertain whether to 
laugh or weep. 

Scarborbugh has been a blessing in Mr 
Ayckbourn’s life, not only affording him un- 
limited artistic scope but also making him 
financially secure. He came to the town in 
1958 to work as an actor and stage manager 
in the Theatre in the Round, whose direc- 
tor, Stephen Joseph (son of a publisher, Mi- 
chael Joseph), was known for his receptive- , 
ness to new talent. Encouraged by Joseph, 
Mr Ayckbourn began to write and direct. 
He went back to Scarborough every year, in 
between stints as an actor with repertory 
companies. When Joseph died in 1967, Mr 
Ayckbourn accepted the job as director of 
the theatre. He never looked back. 

Writing plays is only part of his life; he 
also takes auditions, stages and directs his 
plays, does a certain amount of unavoidable 
administration and holds theatre work- 
shops. Like many writers, he finds the a 
writing an ordeal; but he sets about it 1 
speed and efficiency, using a word-processor 
with an extra-large screen. Once the plot 
and characters are formed in his mind, the 
actual writing takes him about four days. He 
never discusses his work-in-progress with ac- 
tors. His characters, who are mostly compos- 
ites of people he has met, and his plots, 
which are often snippets he has heard, grad- 
ually take on distinct moral themes, such as 
the discrepancy between appearance and re- 





Travelling backwards 


5 | FOIX 


Verne's poems—which, except for a 
few, he kept to himself— fall into two peri- 
ods: 1847-48 and 1886-91. The second se- 
ries of poems confirms that Verne was 
right to turn to prose; most of them are 
caricatures of provincial notables, written 
during a long convalescence that followed 
a nephew's attempt to shoot him. The 
early poems, too, are of slight poetic value, 
but they bear the Verne hallmark: a blend 
of naive romanticism and a fascination 
with technology and science. One sonnet 
is in praise of steam. 

Steam also pervades the atmosphere of 
“Voyage à Reculons’’, a barely fiction- 
alised account of a journey to Britain in 
1859. Besides the commonplace steam- 
puffing ships and trains, Verne's fictional 
alter ego is delighted to discover an organ 
with steam-powered bellows in Liverpool 
and a steam-operated banger machine in 
Glasgow, "where a live pig entered at one 


end and reappeared at the other in the 


form of appetising sausages.” 
Verne's awe was also aroused by com- 
ets, phosphorescence on the sea, the 


northern lights, and by the possibilities of 
time and space. "Voyage à Reculons" 
might be translated as "Travelling Back- 
wards". Verne later pirated descriptions 
from his travel-book for "Round the 
World in Eighty Days"; and when, 20,000 
leagues under the sea, Captain Nemo 
plays Scottish-sounding ballads on his or- 
gan, using only the black keys, he is 
merely imitating a musician in "Voyage : 
Reculons’’. 

The British were both strange and de- 
lightful to Verne. He shows a 
schoolboyish enthusiasm for a tea-drink- 
ing nation whose sailors travel round the 
world with their kettles “of all shapes, in- 
variably dented and dirty”. The 
backstreets of Liverpool fascinate him, as 
does the hugeness of London. Reading 
this book, it is hard to remember that in 
his old age Verne became chauvinistically 
anti-British. But he turned against sci- 
ence, too, in his late novels; and was this 
not the man who, exactly a century before 
the Apollo landings, had taken his readers 
on a serialised journey to the moon and 
back? 


*Le Cherche Midi Editeur, Paris. 
($14.40). 


Both FFr95 
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ality ("Man of the Moment”), or the double 
nature of bereavement ("Absent Friends"). 

The concept of evil has yet to receive its 
proper due in Mr Ayckbourn's work. It is a 
subject that now seems to preoccupy him a 
great deal. Although he has not, he thinks, 
encountered it personally, he believes evil to 
be a distinct force in life, and one to which 
society is now more open than in any previ- 
ous age. "Some people invite evil more than 
others. There are people whose nature and 
vulnerabilities make them ripe for destruc- 
tion," he says. The point is made in a new 
play he has just finished writing. 

Mr Ayckbourn is not tempted to leave 
Scarborough for London. In any case, his 
more devoted support comes from still far- 
ther afield —America, West Germany, even 
Japan. In Britain, he says, even in gregarious 
Scarborough, playwrights feel the chill of 
shrinking audiences: it is becoming increas- 
ingly difficult to entice locals to the theatre. 
"People", he says sadly, “seem not to have 
--- time to go out to see plays." Will they 

2 more time for Mr Ayckbourn if, in- 
stead of merely making them laugh, he 
makes them think? 





History 


Touch it, feel it 


HE working party that is worrying over 

the new British national curriculum has 
just produced its interim report on teaching 
history. Some of it is mildly reactionary, 
such as the idea that British history should 
once again assume a central place; but one 
paragraph is right up to date. “The rough 
feel of woven cloth, the smell of the 
stable . . . the taste of food smoked over an 
open fire... can evoke images as strong as 
the written or spoken word." 

Sentiments familiar to Francis Bacon, 

y advocated the use of things rather than 

ds for teaching children and thus paved 
the way for the development of modern mu- 
seums. Objects in glass cases, however, ap- 
pear to have lost their charm. Today's muse- 
ums not only compete for patrons, 
sponsorship and collections, with costs soar- 
ing all the time, but must also compete in 
the way they deploy what collections they 
have. Static displays are no longer enough to 
draw big audiences. If people have paid to 
come in, as many have these days, they want 
to have "an experience". 

They may have many. Visitors can now 
select from a tantalising menu: a second 
world war air-raid shelter under attack, a 
Victorian sewer, an RAF strike mission, an 
earthquake, the Fire of London, a television 
news production or (merciful escape) a re- 
turn to the womb. The enormous commer- 
cial success of the Jorvik Centre in York, 
where visitors ride round the reconstructed 
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No Calcutta! 


NEW YORK 


NOTHER death rattle has sounded 
for the Golden Sixties: in New 
York the curtain has rung down for the 
last time on "Oh Calcutta!’’. With 5,958 
performances to its credit, the famous 
naked revue has had the longest run of 
any Broadway show, even including “A 
Chorus Line". One member of the cast 
has appeared in it, accumulating goose 
pimples and age spots, for 13 years. 
When it opened in 1969, produced by 
Kenneth Tynan from material written by 
John Lennon, Sam Shepherd et al, “Oh 
Calcutta!” broke every theatrical taboo. 
Not only were the cast totally and fron- 
tally nude, but there were simulated 
couplings and a simulated rape. Nothing 
like it had ever been seen on the legiti- 


streets of the Viking city smelling herring 
and listening to. Icelandic, has spawned 
many imitators: the Crusades Experience in 
Winchester, the Tales of Robin Hood in 
Nottingham, the White Cliffs Experience in 
Dover, the Smugglers’ Adventure in Has- 
tings. Cadbury’ s, the chocolate-makers, has 
plans to recreate—in Bourneville—the Am- 
azon jungle and the world of the Aztecs. 
Such exhibitions came about in the 
mid-1970s, when the Geological Museum 
broke ground with an earthquake exhibit 
that, by today’s standards, appears remark- 
ably restrained. No thundering explosions 
or spectacular film footage accompany the 
rumble underfoot—only a tape of a chil- 
dren’s choir recorded during an actual 
earthquake. Not long after, the Natural His- 
tory Museum opened its Hall of Human Bi- 





The sewer experience 


mate stage before. The success was as im- 
mediate as the outrage. Within a few 
years, however, commercial cinema and 
television were going as far, or farther. 
The original New York production was 
forced to close by general ennui in 1972, 
although a revival opened in 1976. 

By the last years of its run the patrons 
were no longer Manhattanites hoping to 
relive the Age of Aquarius, but solid citi- 
zens from Houston or Hoboken hoping 
to get a glimpse of the promiscuity of 
New York. And by the time “Oh Cal- 
cutta!” closed, aips had made its gospel 
of sexual abandon even more remote. All 
it had to offer Eighties audiences was 
Vots now considered the safest sex 
of all. 


ology, where a giant foetal cavity recreates 
the sound of the maternal heartbeat. 





Today’s simulations are far more opi ^ 


ticated. The Imperial War Museum's new 
Blitz Experience recreates a London air-raid - 
shelter under attack. Inside the choke 


voices squabble, scream and burst into song, - 


while sirens blare and bombs drop over- 
head. A nearby explosion shakes the shelter 
dramatically, and visitors emerge on to a 
bombed-out street, where acrid smoke wafts 
over the wreckage and a gasworks explodes 


on the horizon. Although it is aimed at - 


young people, the exhibit in its opening 
weeks drew crowds of elderly Londoners 
who had lived through the Blitz. One man 
who had been trapped inside a shelter broke 
down in tears. 

The benefits of such a trend are dubi- | 


ous. Proponents insist that if museums are - 


to remain relevant, they must keep up to 
date with both their subject matter and 
technology. Moreover, they are easier for 
non-specialists to understand. Critics argue 
that the exhibits cater to the passivity of the 
television generation, that they ignore the 
power of imagination and that their primary - 
function is to amuse, rather than inform. 

It is an old debate. The quest for an ac- 
ceptable balance between entertainment 


and instruction dates to the Enlightenment, — 


when mechanical simulations of real life first 


became popular. Dr Johnson wrote that me- - 
chanical exhibitions were “always advanta- 


geous to. know how far the human powers 


have proceeded." Hogarth, on the other — 


hand, was scathing in his condemnation of 
them. Undoubtedly, some museums will re- 





4 
me 









n 


T 


sist the trend. A spokesman for the Tower — 


of London, asked about future plans, re- 


plied: “We have the authentic article. We' re 3 


not into replications.” 













DI SC OVERTHE- A 
'ATEGI C 






- Two years ago, capital market players — banks, 
. brokers, dealers, asset managers — were euphoric 
-because of unprecedented success and big profits. 

- Today, many are cautious about their future and 

- some doubt their very ability to survive. 

.. Ata time of rapid change in Europe's capital 

| markets, the difference between forecasting the 

. future accurately and inaccurately is worth billions 
of Ecus. 


.. If Europe is your market, you will find a new 

report from Arthur Andersen & Co. published by 

- The Economist Publications essential reading. 

- European Capital Markets: A Strategic 

. Forecast examines the key issues including: 

-@ Which market functions will be affected by the 

. opening of pan-European markets? 

Asset management? Brokerage? Distribution? 

e Are EEC regulatory innovations a real force for 
change? Or will local regulation still be more 


























The report includes an analysis of market trends, 
competition, demand, management strategies, 
technology, regulation, taxation, human resources 
o anandcfsdi and many other factors. It is an essential tool for 


; strategic forecastin and budgeta lannin 
.* How is technology reshaping the bargaining B 8 igetary pi & 


power of the players in the capital markets -The report. is based on the projections of1000 ^. 

industry? experts from 13 European countries and on analysis 
-€ Which sectors offer the best T E N over r the from experts in Tokyo and New York. 

<next few years? To ensure you are prepared for the future, complete — 

e Which Ape aii are likely to succeed? | the coupon below and order your copy togay 












4n YES, ies send me n copies of European Capital Markets Puynient ECVLA . 


Prices (including postage): 2 : E » EI enclose a cheque. for È 
.UK £50, Europe £54, Rest of World £56 ; 










Please charge £ bici E EEE tomy O American express 
Account No. ——— _ Visa | 


ATTI irm n A eI rit a tl Rar SN arn te a ret s eia ta A i B nai tne aei e re orm a RM a Ar T RA PETAT eee et 





Job ttle — 1. 


MM i À— MÀ MÀ ^ Expiry date NCC NM ees Signature 
* o a. Ci Please invoice me- ^ 
à M MM MM MÀ À—PÀ—ÀÀ— Telephone orders: UK (0256) 53661 ext 708: F ax: (0256) 472194 


m 2 Special London delivery: Telephone Linda Denli at the Economist Shop on 
"m" s. 91-839 7000 to arrange delivery by courier at cost. 





Send your order to: - 


PE EEEE E E Ne Tae ee oe E The Economist Publications Limited ^ n A! Ihe | ts 
m | 2 | Subscriptions Services a — Cc OoOnomisig 
PO Box 177, Basingstoke, LE ii 
Hampshire RG24 OF6, England | j PUBLICATIONS 


tert cert tetera a het eee Registered office: 29 St James's Street, London SWIA 1HG dictis number: 1775671 









- MIDDLE EAST 
& US CAREERS. 


dU Deh SPEO nte? 


ave the Children, an inter- 
national non-profit commu- 
nity development organisa- 
tion. operating in over 40 
countries, is currently seek- 
ing three professionals for 
^L both domestic and overseas 
t. positions. 


Field Office Directors. 

 ] Egypt and Pakistan 

. | Both positions require a 
| proven professional to direct 

and is including? program ac- 
















: upervision and avaltiadon 
«| of staff necessary. Ideal can- 
n]  didates will have experience 

| relating with 1 Us and. foreign 









dient. skills; 
writing, planning 


budgeting, fand raising and 
PR. 





A minimum of a BA is re- 
quired; MA preferred. 5-10 
years’ community develop- 
ment experience in a Middle 
Eastern country a must. 


Assistant Regional 

Director, 

.. MEENA 
Our Westport, CT, head- 
quarters is seeking an experi- 
enced and creative profes- 
sional to join the regional 
| team. Previous experience in 
=~ Togram. and management 
, sign: MA degree; 5 years’ 
Overseas experience in com- 
munity development in a 
minimum of two Middle 
Eastern countries; previous 
“experience in financial man- 





| agement; strong written com- 


“munications skills; Arabic 
f language skills preferred. Po- 
sition HON 25 per cent 
travel. . 


Qualified candidates send 
ésumés with salary history/ 

| s "ments to: Ann Jassil, 
Human Resource 





= : egiin, Road, Westport, 
CT 06880. Equal Opportuni- 
y roye m/f/h/v. 























Multilingual 
Urban 
Development 
and 
Transport 
Economists 


An international Washington, DC- 





| based consulting firm seeks experts 


in the following areas for short- and 
long-term assignments on interna- 
tional projects: 


@ institutional strengthening of 


transport agencies 
W feasibility analyses of transport 
projects ` 


@ urban planning, 


management 
and administration 


PO municipal finance and budgeting 


@ strengthening and/or privatisa- 
tion of industrial enterprises 


A minimum of five years’ overseas 
experience is required. Fluency in 
French, Portuguese or Spanish, 
along with excellent written English, 


is also required. Qualified candi- 
dates should indicate interest in and. 


availability for short- and/or long- 
term work, and send CV and salary 
history to: 









.  BoxNo95 » 
The Economist Newspaper Ltd 
10 Rockefeller Plaza, New York, 

E NY 10020 












































Con sulting Op rtunity 

Experienced Marketi L 
Professional 

Package Approx £30,000 


I-F Consulting is an international management c 
sulting organisation with offices in the United King 
dom, Australia, New Zealand, and South East Asia. 


We have an immediate need to fill a consultin 
position in our UK office. 


The successful candidate will have excelle n 
munication skills, both written and verbal, q 
tions to at least honours. degree level, and, 
experience with retail chain, group or frai 
network operations. mee 


Desirable age is 26-35 years, and the salary 
age is negotiable, including a car. A. profit 
scheme also applies after a qualifying period. 


This position is both challenging and rewarding : 


Send résumé including salary sid. to: 


Chris Caddy, Director 
| LF Consulting 
. James House 
1 Babmaes Street 
London SW1Y GHD, UK 























PROJECT LEADER-ECONOMICS 
Who's pulling the wool over whose eyes? . 


In this world of commercial activity, increasing competition = 
is a fact of life. At the IWS we have no intention of letting — 
wool's premier market position slip. Our Development 
Centre in Ilkley, packed with eer such a as yourself, 
sees to that. 


Based within our Market Information Services Group, you'll 
lead a small team of economists harnessing important data . 
from a variety of international sources and identifying key 
developments which may have future implications for wool. 


A good economics degree coupled with several years’ 
relevant work experience should be strengthened by a flair 
for writing clear, concise reports. Naturally, sound 
communication, prioritisation and supervisory skills are vital 
to this new role. 


In return, you'll command a salary of c.£18,000, a company 
car, 5 weeks holiday, contributory pension scheme, life 
assurance and relocation assistance where appropriate, - 


Please send your CV, quoting current salary and our 
reference MIS/PL/1 to: Miss Beverley Holt, Establishment 
Officer, International Wool Secretariat, Development 

Centre, Valley Drive, llkley, West Yorkshire LS29 8PB. 
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-7 ERASMUS UNIVERSITY ROTTERDAM NE rE JEF LAI ANDS 


Faculty of Business Administration of the Erasmus University Rotterdam is fastgrowiüg dii d namic. T 

ns courses for pre- and post-graduates and offers the post-graduate degree in Business Administration (N BA) and 
ness Informatics (MBI). The latter has been d designed in cooperation with the Faculty of Economics of the Er 

iversity. The faculty also offers a PhD program in General Management and has an active research p 

sent there are three conditional financed programs, in addition to practical research and contract research. Th 

bout 1500 people taking part in the various programs. Approximately 180 people are employed i in the faculty. 








rticulars of appointment to a Chair in 


isi isa full- time chair, concerned with business policy and strategic management, andi is : considered to be of fundamen- _ | 
importance in defining the image of the Faculty of Business Administration. Particular emphasis i is given to the 
'Mropean perspective and in this connection the development of a Rotterdam approachi is of major concern. 





bs fessor tobe appoi will teach classes and conduct research in business policy and strategic management. . 
didates should be able to EOP with colleagues from other fields of study, and will be expected to lead a team ab: 
bout ten. | 





e candidate will be expected to: 


sach classes, supervise practical training, and conduct research in the area of the Chair; 

o lead a team and participate in administrative activities in the department and the university. 
didates should ieieiore: | | 
ve a thorough scientific knowledge i in the area of company strategy and be willing and abl ; 
business administration; Dy 
ave a Ph.D. and/or have published a number of high quality contributions to the area of the Chair; 


vea creative and stimulating personality and be prepared to contribute to the further development ofa "Rotterdam 
chool" on the subject of the Chair; 


ave practical experience in the field of study; 


be able to communicate this work effectively to a range of students as well as other participants from the various | 
rograms within the faculty; 
have demonstrated management qualities. 











ormation: further information can be obtained from prof. dr. F.A.J. van den Bosch, phone. 010-4081941 (work). 


i len applications with: a CV and list of publications should be sent to prof. F.AJ 


ministration, Erasmus l Jniversity Rotterdam, Postbox 1738, 3000 DR Ro Í 
T arance of this advertisement, | 






.van den Bosch, Faculty of Business 
dam, within three weeks of the 


m E 





ose wishing to recominend possible candidates are peace to contact prof. | F. A. J. 


4 van den n Bosch. ^. Applications and 
commendations ¿ are ketrietly nu npe 










ECONOMISTS: 
HUMAN RESOURCES DEVELOPMENT 


irks and Sinclair Ltd is a Durham-based firm which specialises in human resources 
i velopment, We provide advice to development agencies, governments and multina- 
^. Gonak in such fields as labour market planning, feasibility studies of HRD projects, 
Manpower assessments, evaluation of training, the development of employment 
strategies, educational planning, and major research projects involving field surveys. 


] We propose to make two appointments, one Senior Consultant and one Associate 
Consultant. 


Ww]. Senior Consultant The successful candidate will be suitably qualified in economics or a 
of similar discipline relevant to the above fields. He/she will have had relevant senior 
e experience in a recognised development agency or consulting firm, a strong professional 
;€xpertise and a proven track record of working with local counterparts at a senior level. 
e/she will havea proven capacity to take responsibility and to execute projects. He/she 
wil also be competent with personal computers for the relevant professional 
applications. 
















. ciate Consultant To assist with the implementation of applied research projects and 
to undertake field surveys abroad, we seek a highly motivated individual with 
impeccable applied research qualifications and a prover track record in completing field 
“cSurveys and their analysis. The capacity to accept responsibility for | projects, to work 
with à minimum of supervision, and to work successfully with local counterparts is 
required. A thorough: tiai of the main database, spreadsheet and statistical 
packages i is essential, 


. Both appointments will be based in Durham, but will involve considerable periods of 
travel, c 


salary and conditions will reflect i experience and ability. A performance related element 
ithin the remuneration package is anticipated in each case. 


Meare also interested in Peng. well qualified part-time associates who have HRD 
project experience. 


WE you are interested, please write enclosing a curriculum vitae stating specifically your 
interest to: Barbara Ellis, Birks and Sinclair Ltd, Mountjoy Research Centre, Durham 
ES DHI SUR, United Kingdom 














Economic Development: 
Publications and 
Research 


Exeter 


£11,934 to £13,887 
Pay Award Pending 


Tia We think we can persuade you to join us and play an active part in 
Devon economy. Could you persuade others to follow you? If you 
^ y, research and communicate the information that firms need 

in making location decisions, we'd like to hear from you. 


You will probably be a graduate with a background in geography or 
. economics. You will. certainly need to have an interest in economics 
.'. and current affairs and a tair for innovation. You will be helping us to 
_ promote and market the County, providing information and statistics 
relating to Devon's economy and the broader range of factors which 
interest the Authority and the business community in the area. 


Further details and application form from the Property Depart- 
ment. Devon County Council, County Hall, Exeter EX2 4QQ. 
Telephone: Exeter (0392) 272603. Closing date 31 nuove 1969. 


























“COUNTY COUNCIL 


Devon is an equal opportunities employer. 






The University of Newcastle Cent 


The successful candidate will have extensive experience 










NEWCASTLE MENTAL HEALTH UNIT/NORTH TYNES 
HEALTH AUTHORITY/NEWCASTLE UNIVERS 


BUSINESS PLANNING 
AND POLICY IN THE NHS 


"Working for Patients” with its emphasis on Internal nae 
and Health Care Contracts is stimulating major change ir 

way NHS Managers and Clinicians view their activity. : 

key stand of the White Paper is the high profile- C 
Business Planning and Policy. in order to thrive, NH: 
Managers need a good grounding in the duca) ‘and 
Practice of Business Planning and iac 


HEALTH CARE BUSINESS PL ANNIN 
BUSINESS PLANNING AND POLICY 
ADVISOR TO NEWCASTLE MENT 






































is the location of the Health Serv 
which provides a management training ' 
research resource for the Northern Region. All appointments 

are made jointly between Health Units and the University so 
that all staff members are practising managers as well. as 
trainers, consultants and researchers. The postholder would - 
be a full member of this team with initially four sessions being - 
dedicated to work in the Health Services Management | 
Section, following induction in the Mental Health Unit tand 
North Tyneside Health Authority. = ; 


Newcastle Mental Health Unit and A 
Authority are two units. in the fore ! 
challenge of "Working for Patients’ In addition to the 
development of Business Plans and Outline Contracts, both 
units are pursuing applications to be in the first wave of Se 
Governing Trusts. The postholder will provide advice and 
guidance to Senior Managers and Clinicians within their units 
on ail aspects of business planning and policy involved in this S 
rapid period of change. : 


» 






rth Tyneside’ Health 
ff facing up to the 





the iris of business dede, and nid Orp anon, H 


He/she must be a hina thinker who can communicate 
insights to all levels of staff effectively. 


Salary in the region of 18k-20k depending on experience and 
qualifications. Secondment will be considered. 


For an informal discussion contact Edward Peck on 091 2€ 
4498. 7 


For further details contact the Personnel Department, ‘ 
Nicholas Hospital, Gosforth, Newcastle upon Tyne NE3 
3XT (091 285 0151, ext 417). | 


Closing date: 8 September, 1989. 


IT IS ANTICIPATED THAT INTERVIEWS WILL TAKE 
PLACE WEEK COMMENCING 11 SEPTEMBER 1989 





Progress through Learning 


Applications are invited from suitably qualified people 
regardless of race, sex, colour or national origin for 
a Appointment to the meine post 











'epartment TT Economics 





Prolece and eae 


Qualifications: Doctorate in Economics with appropriate 
aching and research experience. 

Requirements: Banking experience will be an advantage. 
Assumption of duty: 1 January 1990, 


: Closing date: 1 September 1989. 





















Additional benefits include payment si removal of furniture 
. and personal effects, assistance towards university education 
=. of children, accident insurance cover, study leave, 
leave gratuities on retirement and membership. an 
of group insurance, pension and a aan 
medica schemes. | et 





























berst 





Richten Sie bitte ihre ll ed mit den üblichen de an die Deutsc i Bundesbank, 
| .. Personalabteilung, Postfach 10 06 02, 6000 Frankfurt du eue e 
- Fernmündliche Auskunft erhalten Sie unter (0 69) 1 58 Hu m SNC. 


Announcement of Position | 
The International Center for 


Agricultural Research in the. Dry Areas | 
ICARDA, PO Box 5466, Aleppo, Syria; 


Training Materials Specialist | 


ICARDA invites applications for the position of Training Materials Specialist. for its 
Training Program, located in Aleppo, Syria. 

ICARDA is one of the.13 international research and training centers, supported by 
the Consultative Group on International Agricultural Research (CGIAR). 


Duties and Responsibilities 
The Training Materials Specialist will be responsible for the development and 


production of effective training manuals and audiovisual-mediated modules. He — 


will hold a staff position in the Training Coordination Unit and report directly to 
the Head of Training. 


Qualifications ` 


The candidate must have a graduate degree (PhD in Agriculture preferred) with 
specialisation in instructional technology or communications, with emphasis in 
instructional system design (or equivalent disciplines); experienced in develop- 
ment of autotutorial modules, training manuals, field/lab guides; experience in 
agricultural and international development institutions, English language compe- 
tence essential, knowledge of French and/or Arabic desirable. 


Conditions of Appointment | 


An initial contract for two years, renewable for a third year. Salary based or 

background and experience; annual home leave; airfare and shipment of goods t 

and from post; use of car; allowance towards e. and nr life and 
medical insurance; contributory savings sch em 


Applications E | 
Candidates are requested to send two copies of their acus ications and the names, 


addresses and telephone numbers of two professional referees quoting Ref No DG/ 
9/89 to: 





Personnel Department, 
ICARDA, © 
PO Box 5466 
Aleppo, SYRIA 


not later than 1 September 1989 or until a suitable candidate is found. 


Für unseren Fremdsprachendienst suchen wir eine(n) DATE 


tzer(in)/Uberp rü fe 
für Englisch — 


(Muttersprache Englisch); eine zweite Fremdsprache—vorzugsweise Italienisch oder Niederlándisch—und 
Ubersetzungserfahrung waren von Vorteil. 


Von den Bewerbern erwarten wir: 


— Die AbschluBprüfung an einem Universitatsinstitut für Übersetzer und Dolmetscher oder an der 
e Philosophischen Fakultát einer Universitat in mindestens einer Sprache. 


— Die Qualifikation, schwierige Texte auf dem Gebiet der Volkswirtschaft und des Bankwesens terminologisch 
"und stilistisch einwandfrei aus dem Deutschen in das Englische und umgekehrt sowie in geringerem Umfang aus 
der zweiten Fremdsprache in das Deutsche und umgekehrt zu übersetzen. 


.— Die Fähigkeit, Übersetzungen anderer Mitarbeiter zuverlassig zu überprüfen. 


— Die Bereitschaft, sich mit unserem Textverarbeitungssystem und unserer Terminologied at xt Migs le E n 
machen und aktiv an der sind Uberprüfung und nenien von iine 




























Jniversity of Aberdeen didates with other specialisms will be 
aculty of Economic and considered. 
Sciences — Salary on Lecturer scale £10,458- 








partment of Economics £20,469 per annum according to quali- 
LECT URESHIP fications and experience. 
Applications are invited for a Lecture- Further. particulars and application 
ship in the Department of Economics forms from the Personnel Office, The 
tenable for a fixed period of two years University, Regent Walk, Aberdeen 
from 1 October 1989 or as soon as AB9 1FX (Tet: 0224 273500) to whom 
possible thereafter. Applications would applications (two copies) should be 
e particularly welcome from those with returned by 8 September 1989 quoting 
nterests in macro-economics, but can- reference number JA/063. 




















Commonwealth Secretariat 
Commonwealth Fund for Technical Co-operation 
FOOD PRODUCTION AND 
RURAL DEVELOPMENT DIVISION 


d The Division carries out assignments in the area of food and agricultur- 
§ al policy; agricultural diversification; agricultural production services; 
; and conservation for sustainable agricultural development. 
c0 woject Officers work under the general supervision of the Director or 
assistant Director of the Division, and are responsible for divisional 
/.. programmes. They will be expected to organise and participate in 
icc consultative activities such as workshops, seminars and consultations, 
n and to ende advice on specific requests from developing member 
x Project Officer (Agricultural Development)—A university degree 
eee): agricultural sciences plus postgraduate specialisation in agricultural 
economics, development. economics or closely related discipline. Prefer- 
ence will be given to candidates with relevant postgraduate specialisa- 
tion and demonstrated exceptional experience in food and agricultural 
project planning and. management in developing countries with gov- 
ernment, international agencies or as consultants. 


Project Officer (Fisheries Development) —A university degree in 
agricultural sciences or a closely related discipline with specialisation 
in fisheries. Proficiency will be expected in areas such as aquaculture, 
EEZ issues and management and small-scale fisheries as they relate to 
Commonwealth development countries. Preference will be given to 
applicants with relevant postgraduate specialisation and substantial 
developing country experience with governments, international agen- 
cies or as consultants. 
For both posts applicants should be Commonwealth citizens with the 
ability to work in a multi-disciplinary team with different cultural 
backgrounds, and a capacity and willingness to travel extensively. 
Appointments are initially for three years. Salary range £15,732. 
£23,148, subject to deduction of UK Income Tax. and National 
Insurance; overseas appointees may receive installation/relocation 
issistance, 
urther details supplied on request. Please send detailed cv 
ac LON: 37/89 for Agricultural Development post, and ON 38/ 
Mor ie Development post with names and addresses of 
three referees, by 30 September 1989 to: 
-The Chief Personnel Officer 
Commonwealth Secretariat 
Marlborough House 
Pall Mall 
.. London SWIY 5HX 
Tel: 01-839 3411, ext 8134, 8159 
AN EQUAL OPPORTUNITY EMPLOYER 

















| APPOLNTMENE TS WANTED — 


25. LSE/CAMB. § Swedish. : 2 yrs sU US 
inv Bnk, LDN/2 yrs top Chicago ARB 
24, BUSINESS/PR CAREER. Fluent) Firm. US equities/options/FX/bonds 
French, Spanish, good italian. Seeks ^ seeks opportunities worldwide: invest- 
rewarding position in USA/Europe. Arts. ment. Mgmt/Trading/Sales/Consulting. 
orientated. Reply to Box No 3666, The Reply: Richards, 612 N, Michigan Ave, 


‘Economist Newspaper Ltd, 25 St 42A, Chicago, IL 60611 USA. Fax: 
James s Street, London swt HG. (414) 658-9346. 











OPPORTUNITIES IN LOGISTICS 
OVERSEAS 


Crown Agents would like to hear from E^ ian dnd Me 
logistics specialists interested in con- — tic 
tract employment overseas. Applicants - 
should have overseas experience, 
soba in hon countries, in Candi aios should sond a | 
or more o owing: Ma eniin 
nagement Department 
Procurement, stock control, warehous- Agents, St Nicholas House, 
ing, distribution, financial control and Road, Sutton, Surrey SMT 1EL 
management, management informa- interviews will be held in Londe 
tion systems. September 1989, but specia 
Assignments vary from a few weeks to r 
one or more years. Experience in the 





public sector o overseas E 




































international: conii firm villis senior r agricult rat econ 
pona in policy analysis, preparation of situation. ‘outlook repo 
ecasting, co r applications, and project manageme: 

| projects in the Middle East. 

| Qualifications: — 

PhD in Agricultural Economics | " 

At rad. 0 years’ case | inc Made Edi DE red 

experience in a developing coun TY, experience, i m 

Practical development outlook pee 
Please send detailed i to Box 96, The Economist N 

. Rockefeller ee 12th t Floor, New Ya, Å Y 10020. | 






















Chair i in Public Sec! 
Economics 

and 
Chair i in Macroeconomics/ _ 


Econometrics. 


Applications and expressions. of interest are invited f ; 
-either of the above two Chairs. . Vie 
Applicants shouldbe outstanding 
| sive teaching and research experien 
| be expected to provide substantial 
| both in undergraduate and postgraduate 
supervision and in research. Itis expected th: BE 
| a the above Chairs will be available for appointment 
| Head. 
The Department of. Economics. is about. tou 
| major staffing changes. There will be up to te 
| demic appointments at various levels in 1990 an 
_ afurther five over the next triennium. The appointees 
| two currently vacant Chairs will have a unique o opportu 
| to provide leadership during this period of growth. = 
Staff in the Department collaborate in research £ 
teaching with many other departments in the Universi 
| especially with the Departments of Commerce, Mana 
ment, Government, Geographical Sciences and gne 
ture, 


















































Student numbers, particularly at the Honours an 
Postgraduate level, are deinde and a major new build 
ing is high on the University list of capital works priorities 

The current professorial salary is A$63,919 per annum 
Market related salary loadings may be negotiated. Sup 
annuation, relocation and removal expenses, study le 
and long service leave all apply. 

For further information contact Professor Clem Tisd 
Head of Department on «61 7 377 3520. Ref. No: 36389 

Application forms and further details concerning meth 
of application are available from the Appointments Offic 
Association of Commonwealth Universities, 36. Gord 
Square, London, WC1H OPF. Closing Date: Aug 31, 1989 
























THE UNIVERSITY 
OF CHICAGO 


| SEMINARS IN 
CORPORATE ISSUES 
AUTUMN, 1989 








E Changing Character of 
the American Workforce 
October 16-17, 1989 


Corporate Strategy and 
the Earth’s Atmosphere 
October 26- 27, 1989 


Economic Alliances 
and World Trade 
November 1-2, 1989 


Developing International 
Negotiation Strategies 
ZNOMCIDET 3, 1989 





Leadership Styles for the 1990's: 


Managing Organizational Change 
November 6-8, 1989 





E For further information, contact: The University of Chicago, © 
|. Corporate. Issues Seminars, Office of Continuing Education, - 
3 5835 5. Kimbark Ave., Chicago, IL 60637, USA. (312) 702-1725; 
Telex: 282131; Telefax: (312) 702-1225 





Please senid- information on Seminars in Corporate Issues to: 






0 ee, te anh s m a n 


Füropéan 
Centre for 


pw Clg 


Influencing | 
in Europe | Pap ecl 
September 26 20-22. I 1989 


Applications for places on the. 7th seminar in this: series are 
invited. The programme brings together senior Civil - 
Servants and corporate public affairs practitioners with 
experience of working with the European Community. Itis | 
a unique examination of the reality of. European Commu- 
nity decision making at a crucial stage in the development 
of European policies. The ac .on shared experience 
and rigorous analysis in a small oup. The cost of the fully 
residential programme is £600 plus’ AT. 












The 8th seminar in the series will take place on November 
26-28. The fee will be. £650 plus VAT. 


The European Centre. for Pub > Af fairs is now able..to 
offer a range of tailor-made programmes for individual 
companies. Recent events have included board level 
seminars and training programmes for line managers and 
public affairs staff. The mission of the ECPA is to improve 
conduct of public affairs in Europe, in pursuit of which it is 
now undertaking a major research project. 


For deson, ort details contact the Executive Director, Patrick 
Ho gson, or the te Administrator, RREI Barber. 








THE HAWKSMERE MANAGEMENT DEVELOPMENT PROGRAMME 





| open the high 
perf ormance : nanage er. 





A one-week intensive course to 
shape future senior and top management 


8—13 October 1989 - 25 Feb—02 Mar 1990 


Careys Manor Hotel 
Brockenhurst New Forest Hampshire 


For further information please contact 
Ms J K van Wycks | on: 01-824 8257, or write to 


Hawksmere. Limited. p 
12-18 Grosvenor Gardens Belgravia London SW1W obH 1l. 
Fax: 01-730 4293 Telex 8956658 TPSG 





Fed | international center 
EN | formonetary | 
a N | and banking studies- 


pee SEPTEMBER EXECUTIVE _ 
- Wh DEVELOPMENT COURSES-GENEVA 


Part of the highly successful SAPM Program, attended since 
by executives from 45 countries and over 230 private and c 
banks, insurance companies, and other financial and idi 


organisations. | 
BONDS (Sept 1 E 


Ail topics essential to effective bond portíGlio ifianagement including y 
of taxes, dedicated bond portfolios, duration and immunisation, ido: 
tion, exchange-risk management. : 


EC ! BUDICH ORLY OP' TIONS (Sei 182 m 
E^ soni 44 28 — Suite K 33, + 1 Kensington Church Street, Essentials of option trading and investment including. notably: : ; 


strategies, volatility. valuation of warrants. and convertibles; 
options and portfolio insurance. o: l 


pus EVEN FINANCIAL FUTURES ANI 
pret | ied cae 
"s v PHOLOGY AND "s HUMAN RESOURCES APPLICATIONS Main topics include prícing and bahaa uses of futures in hedgin A 


29th September 1989, E These courses develop. 2 practical yet ri orons ra 
| investment decisions, trading strategies and hedg 
| | RAC Club, Pall Mall, London | Participants are professionals with some prior knowledge of these 
in- response to the considerable interest now’ ‘being shown in | | financial instruments and usually have a university education. 


graphology by the business community, this seminar will both intensive training; leading international faculty; optimal blend of 


fe theoretical principles and practical applications; case Studies in 
introduce the subject and examine its human resources applications. small working groups; exercises on PCs, etc. 


For further information, or to request a seminar brochure, | | Further information: 
| please contact Kim O'Driscoll, Course Administrator, Codd | | - iia 

_ Johnson Harris (Human Resources Consultants), 12 New Bur- | - uu ieva 21, Switzerland. - 

ington Street, London W1x IFF. dissi 01-287 7007. | “Phone: 22-734 9548. Telex 412 151 pach Fax: 22733 6444. ; 


m THE OPTIONS CLEARING CORPORATION 


^ INSEAD - 
The European Institute of 
lets RUN 


Five day In tensive Options Workshop 
. designed for: Dealers, Bank Officers, 
ES T Fund Managers, and Corporate Treasurers 


-Advanced Option Strategies e Foreign Exchange Risk 
ii . * Hedging of Option Portfolios * Pricing and Volatility — 


Special features of the workshop - 


e n SIMULATED TRADING SESSIONS e PROBLEM SOLVING EXERCISES . 
DISTINGUISHED FACULTY: INSEAD FINANCE AND ECONOMICS PROFESSORS, 
_ OPTION AND RISK MANAGEMENT PROFESSIONALS © 


INSEAD Campus, Fontainebleau, France 
October 15-20, 1989 


FOR MORE INFORMATION PLEASE CONTACT: 
Amy Stabingas, THE OPTIONS CLEARING CORPORATION 
Tel oe om Fax: eke haere ge. 3102212616. u 


f ; 
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Taking the GMAT or GRE exams? 
We CAN heip | 
For course details, contact: 
GTAC ee en FREE POST, London W5 4BR. 
el: 01-993 3983/5380. 








OXFORD INTENSIVE. | CANADIA 
COMPUTER COURSES | | — INVESTME T- 
Master financial and business modelling and : we hone E i 

presentation graphics, technical writing, data-- 


base programming, in intensive 3 10 5 day | 
| modular courses. For full information contact: af 


MANAS DATA 









E Beautiful Nova Scotia, 350 acre farm, 240 » j 





NE m GMAT texts, contact: 
PasTest Service, FREEPOST, Knutsford, epe WAi6 7BR. 










E EE 








Siew of iced. USS250, 000. Tel: 902 351 | i 
| 2788, Martin Penfold, Box 113, River | 












da UNIV ERSI r f DEGR EE | John, Pictou Co, Nova Scotia, BOK INO. ja 
7 Degrees for people who want to be more effective and 
secure in their Jobe or Professions. 
















cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


OT cim 21471-0308 — Fetex: 182315 Fax: 213 AANE ia 


M DAAA AARS AD el OIN. HABIAN. SRR AA OH: R G AA OE O A N AE: S cH TH 


APPOINTMENTS — —.— — —— 







tam a BACHELOR'S MASTER'S or DOCTORATE Degree by 





industy We will assist t you à in completing your degree requirements 


ALLARD RN ap ip ANN 





| France. Tel: 31 31 22 01. 








PURE ECONOMICS 


owindon 


At the Water Research Centre we've made 
water our business; locally, nationally and all 
over the world. — 


We're a private company using the very latest 
methods to tackle problems of processes, 
pipelines and plant for communities and 
industry alike. That means our research and 
development programme has to cover ail 
aspects of the water cycle and provide a range 


of products and services geared to meet the 


requirements of a rapidly advancing water - 
industry. 


Demand is increasing for our expertise in 
management consultancy and as a result we're 
looking for a young enthusiastic economist to 
join us, Using ww previous professional 
experience you will be applying your knowledge 
to a variety of water industry research and 
consultancy projects — involving yourself in 
such areas as assessing the environmental 


= impact of policy decisions, economic appraisal 


-of ong term investment programmes and the 


-c15K plus excellent benefits 


analysis of the effects of different water 
charging tariffs. 


Previous water industry, public utilities or civil 
engineering experience would be ideal. And, 
for our challenging environment you'll 
certainly need to be an energetic, first class 
communicator, able to take the initiative and 
quick fo grasp key issues. 


Bringing your own specialist skills to a vibrant 
commercially aware company that leads its 
field, you'll be well-rewarded with a good 
salary and benefits that include an excellent 
relocation package. So if you want to enhance 
your prospects by joining a progressive 
company within a fast changing industry then 


telephone Roger Britton on 0793 511711 


(daytime) or 0285 860481 (evenings and 
weekends). Alternatively, write giving full 
career and salary details, fo: — 

Elizabeth Bunting, Personnel Manager, 
Water Research Centre, PO Box 85, 
Swindon SN5 8YR. 


f) INNOVATORS IN WATER TECHNOLOGY - 






| The intensive way and in el inmersion 


and American Study Cen- | 
Ue Liners Ii Codes, 


“DIPLOMAT 


HOTEL 
2 CHESHAM STREET 
BELGRAVIA — 
LONDON SW1X 8DT 
. Tel: 01-235 1544 
. Telex: 926679 DIPLM TG - 
Fax: 235 1544 


in exclusive Belgravia within wal ad 

distance of Harrods. Provides un ——- 

passed opportunity for super acc) — 
S modat id full Es gish reaktas URS 













uble/ Tw n from £74. 95+ VAT | 
_ALINBAR EXCLUSIVE ROTEL | 





"VISITING T | 
LONDON? 


i Forget hotels 

Y Sei catering apartments, filly f 

| serviced, E telephone, telex, | 
| fax, short or long rental | 


tel: 01-835 1144 
fax: 01-373 9693 


SERVICED 
ARTI Cn n Ge LTD 


dhe er 













PA. MANOR 1 
BORED MEETING 








tion for board and 
uf eetinas 









i gwarth Manor, 

Nr c hipping Campden, 
Gloucestershire GL55 GNS, 
: Tet dep 678) 339 

‘ele 





ally füthished one and two bed 

et cul-de-sac off Queens Gate. 

dent manager, direct dial telephones, 

security and colour TV. Weekly 
or £266 to £560 plus VAT. 


. DETARS: TEL 01-225 0184. -FAX 


Central Pacific, ‘No experience re- 
quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru Internation- 
al Ser 316929 E. Enterprise 
Drive, Ste 201, Fountain Hills, AZ 
UL USA. Jar rue 837-2643. Tel: 


FLORIDA. - 
REAL ESTATE 


We locate and evaluate residential and 
Aoi properties for our foreign 
clients 


: SWISS 13 254 0013. GROUP n INC. 


Fax: + 813 254 


25 0280. TELEX 893095. 


One of Canada's la nvestment h offe bank first morgage — | S$90) + ry. Airmail £ 

guaranteed | nods larges i veer hs Progrom. "t dx 2] [ B norsudaon fee. Cr detis 
aet coneutanes um nuu] | We ore leaders nthe feld of Investor- ration E nada. Confiden lorndean, Hants POS Ji 
cialist consultancy, with quali assured. siia in Canada. Confidentiality is 
e service for corporate cli- C/O Mr Loui Lbdane or Me Shon Ary viral NE AS H38 459. 
individuals walla (6 bo 4/879-5576 Fax 514/879-1015 
established in the UK. Further de- ane peat 

GARRICK & CO ee uei 


. Nune. 
Londen WM TRA. 


1n» 
a HS Fa: a an 


3 


US ir migration throug pur- 
hase of t 


| Contact Edward. Gallagher, Mor I. 
. Rey-at-Law, PO Box 70302; bir 

| ton, DC 20088 USA. Tel: (301) 299- 

| 7269. Fax (301) 983-3439. — 


up to £22,605 


The Regus i The Office of Water Services is a non-ministerial government i 
Centre 4 | department set up to regulate the 10 water and sewage Companies’ 
London ^" ^- a | of England and Wales. This new body will be fully established on 
Lo. OF -o 1 September 1989. 
| ban The Regulation Division will be responsible for economic üind 
financial analysis of the companies' charges and service levels. We- — 
now seek at least one experienced economist to join us asa Principal | 
Economic Regulation Officer. ner ae 
This is an opportunity to play an influential role in the future of 
one of Britain's fastest developing industries. You will be concerned 
with financial and economic modelling; projection and assessment. 
. of the finances of the companies’ core businesses; and the com- 
missioning and evaluation of assessments of the companies ' future 
revenues and expenditure. Your work will. be. vital in ensuring that 
the customers receive value for money. — — | 
Experience of financial modelling and assessment is essential, 
while experience of dealing with private sector companies would be- 
useful. As'the department makes extensive use of computers, some. 
relevant background would bean advantage. In addition, you must 
display considerable initiative and the ability to work without d 2 se | 
supervision. f 
Salaries are in the range £17360 - £22,605, with uter 
increments for sustained high performance, to a maximum of 
£26,955. 


Birmingham | 


.* Executive Offices 
. Conferences 


i ent, can assist you with 
your Business Migration 
application. — 

For further information contact 
us in London. Tel: 01-278 3686, 
37 37 2764 or write to us 


€ old Coast Hwy, 
à 7, Australia. 


For further details and an application form (to be returned by 
8 September 1989) write to Civil Service Commission, Alencon Link, 
Basingstoke, Hants RG21 1JB, or telephone Basingstoke (02 256). 
46855] (answering service operates outside office hours). | 
Please quote ref: G(2)622. | 
- TheCivil Service is an equal opportunity employer 




















Stren Hedge 


Sarah is Recruitment a 
. Need a Top Secretary? 


:.. . Call01)434-0030 | | 
2 15- 2 17 Oxford St London wI R ls | 


LONDON 


Stunning, large, quiet two double hed- 
| room flat in historic building on 
| Thames near City. Rent £200 pw. 


| Full details: Tel 01-821 6788 day 
e 01-767 1100/031-337 1804 evening. 


BUSINESS OPPORTUNITY IN MALTA 


. Owner of a retail complex of 266 square metres, finished to the highest 

“specifications and situated in a prime site in Sliema (influential residential and 
"tourist market orientation), seeks to make a franchise, joint venture, partnership 
- or sole retail trading and distribution agreement. 




















/ The retail complex is fully equipped with shop fittings and makes an ideal outlet 
. for Fashion Clothes, Shoes, Toys, Games and Stationery, Natural Health and 
Pharmaceutical Products, Record Centre and Hi-Fi Equi spree Novelties or House- 
hold Goods and Appliances. Full details will be suppi 


Please write to: 

26 Pietro Floriani Street, 
Floriana -— Malta. 

] Fax (356) 448273 3 Telex: MW 423 









collaboration with implementing agencies. 


development of other sectors of the economy. 
QUALIFICATIONS 


advantage. 
TERMS OF APPOINTMENT 


fare paid leave. 





BRITAIN HELPING NATIONS TO HELP THEMSELVES 








Vanuatu, formerly the New Hebrides, is a group of islands in the South West Pacific Ocean. 
Based in the capital Port Vila, this post is located within the Planning Office of the National 
Planning and Statistics Office (NPSO). Reporting to the Principal Planning Officer, you will be 
responsible for project identification, formulation, appraisal and monitoring in the agricultural, 
forestry and fisheries sector at national and regional levels. You will carry out a natural resource sector 
policy analysis and prepare papers on problems, issues and resolutions for the Natural Development 
Commission, taking responsibility for on site and financial monitoring of development projects in 


| Applicants should be British Citizens, ideally aged between 30 and 40. You should have a degree 
in Development Studies or in a similar multi-disciplinary subject, coupled with an MSC in Agricultural 
Economics, Economic Planning or Project Planning. Working knowledge of French will be an 


USIN une e rali AM MSRP NA 


WILLETT HOT E 
32 Sloane Gardens 
London SW1W BDJ 

Tel: 01-824 8415. 
Fax: 01-824 8415 
Telex: 926678 


Small character. town house oft. Sane 
Square. All modern facilities, Full English 










A LINBAR EXCLUSIVE HOTEL 


KNIGHTSBRIDGE 
GREEN HOTEL 


| A small family owned hotel in Knights 
bridge which has been totally remodelled 

and refurnished to a high standard. 

| Suites £95 Doubles £80 Singles £65 ind , 

VAT & SC. M 


"A comfortable, spotiess: 










| in the heart of Knightsbridge’ Egon 
Ronay. Y 
| For reservations phone 0 01-584 | 
6274, or write. to 159 De ies aoe, 


London SW1X 7PD, fax 01 











































Additionally, you will assist with the training of local planning officers, and help departments 
within the Natural Resources Sectors to implement and monitor progress of the objectives of 
. Vanuatu’s Second National Development Plan, working closely with officers from other sectors 
within the NPSO to ensure the overall consistency of Natural Resources development policy with 





As part of the British Government's Aid Programme you will be on contract to the Government 
of Vanuatu for 2 years with a local taxable salary of 1,089,200 VATU [£1 sterling = 179.11 VATU 
at 19 June 1989) and a tax free supplement payable in Sterling. The local salary 
supplement will give a total income, after tax, of approximately £21,252 p.a. to £21,679 p.a. 
Additional benefits include variable tax free overseas allowances, currently £ 3,177 p.a. [single] to 
£5,559 p.a. [married], children's education allowances, baggage entitlement, passages and annual 


and 


For details and application form, please write quoting job title and ref. AH/375/EC/TE to: 
Appointments Officer, Overseas Development Administration, AH220, Abercrombie House, 
Eaglesham Road, EAST KILBRIDE, Glasgow G75 BEA. Or tel. 03552 41199 ext 3367. 


breakfast inclusive of very modest rates. (d 


rà over + 1000 charts, graphs 






2ND PASSPORT/ DR LICENCES. An 
country, various reports on how t 
obtain them. INI, 26 Niaomenous, Ath 
ens 10673, Greece. ae 





WANTED. Fine: wine and port syndi 
cate members, Tax free (UK). Huge 
profit potential. Call 0747 54315 (UK 
or Fax 0747 53810 (UK) and ask for M 
Russell. : 





‘OVERSEAS POSITIONS. Hundreds ¢ 
top-paying positions. All occupations 
Free. details, Overseas Employmer 

Dept EC, PO Box 460, Tow 
of Mt Royal. ‘Quebèc, Canada H3l 
3C7. us 








BRITISH-SPANISH NATIONAL seek: 
financial support to complete firs 
degree at University of Durham. cK 
Bridge , Flat 2, Triscombe House, Bish 

deard, near Taunton TA4 3HG 













and maps, The World Market 
Atlas gives you vital econom- 
ic and business data for 139 
countries. It also includes 
statistics for population, GDP, 
trade, commodities, 
consumption, infrastructure, 
transportation, market size 
and US foreign investment, 
It puts the world's markets 
at your fingertips. 

Meca Sa postage: £215; US$385, 











Business International 
Marketing Dapt (EDXLI 215 Park Avenue South 






40 Qube Sine New York, NY TOUS 
Landos WIA TEAS. UK — USA 
Tek: 03-483 &711- — Tek (212) 460 0600 
























OFFSHORE 
COMPANIES 





COLIN F FOSTER : 
OVERSEAS COMPANY — 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 


































consumer prices* wholesale prices* wages/earningst 

| 3 mthst 1 year 3 mthst 1 year 3 mthst 1year —— 
: Australia +39 +68 re * B5 63 + 62+ 6B Fa 
| Belgium +42 30 sm + 98 * 78 we — nil + 54 q* 
. Canada +71 0 + 54 am + 06 +23 we +56 + 53 may” 
. France * 50 +36 ın + 89 + 850 + 3.6 * 34 wt 
5 W. Germany + 26 +30 4 +29 + 2.9 an 4108 + 37 wm č 
. Holland + 21 + 1f ni + 49 + 4.2 x + 0.8 + 12 dm 

M ^57 + O58 say’ 





Sweden $4. EEE hài 
Switzerland - + 24 + 30 w + 6.1 + 4.6 san +15.7 4360" month year 
UK — 20 BS — 47 + 4.8 st +53 +93 my | Donar index ern E 
USA + 6.7 ot 5.2 am X44 + 50 w o +35 t 4224 | Allitems 132.0 1278 — 47  —145. 
, SHourly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly Food 1015 1016  — 45 -—129 





 w HOUSEBUILDING Private housing invest- 
ment (new: construction, maintenance and 
improvements) has boomed in the 1980s in 
North America, partly thanks to strong popu- 
lation growth. Residential investment was 
-about 80% higher in America and Canada 
last year than in 1982. Japan has been a late 
starter, but investment jumped 50% in the 
past three years alone. Although housing 
starts have slowed this year, this is being 
offset by widespread upgrading of existing 
housing. in Europe, where the population is 
growing much more slowly than in North 
America (in West Germany it is shrinking), 
housing investment has stagnated in the 
past decade. The exception is Britain, where 
booming house prices have stimulated build- 


9 1989 





| OUTPUT, DEMAND AND JOBS America's economy showed further signs of cooling: industrial 
|. Production rose 2.7% in the year to July, down from 3.6% in the year to June. Britain is slowing too 
but more sharply: its industrial output fell 1.996 in the year to June (against a fall of 1.396 inthe | 98 ' 
year to May), and its July retail sales were virtually unchanged in volume terms from a year earlier. | items index has fallen 1596 from its peak 
An July Australia's unemployment rate was 6.1% (down from 6.8% in July 1988); Switzerland's was | the beginning of 1989. Metals have far 











industrial production GNP/GDP retail sales [volume] unemployment % rate | Prices fell from a high of $1.60 a pound in 
: 3mhsi — iyex — 3mtst — iyex — mist — yer atest — yearago | January to $1.08 a pound following a large 
Australia. — — 16 +73 ww 4 65 $ 54o +104. +31 0 61. 68 build-up in stocks. Foods have also bee 
 Beigum +47 +47 w ^ na  — nma +63  - 04 wi 93w 103 | falling: most spectacularly coffee, down 
| Canada +31 +16 wy 438 #+ 39 a —23 +16 wy 75. 78 | 40% since the ending of export quotas in 
| Frane +28 +47 wy +48 +32 01 — 44 t i D 99 wy — 101 | June. Grains and soya prices have easet 
| W.Germany — 54 . * 21 an — +120 — - 42 oF — 44 — 03 sun 79 » — 89 (| with the recovery of crops in the Unite 
Holland + 3.7 + 4AB May + 78 + 29 m + 4B č ~ 0.2 Fet 6&1 May** 6.6 States. Prices of non-food agricultural com: 
SEMEL LCS OI EO . 1.61. 130m NS ST o AO uw 160 modities, in contrast, have held steady. - 
Japan -10 +79 wm +30 +48 w 43932 ^ — 48 Aw 22  —— 24 dro 
Span |. +55  -41! My na —— na — 92 +97 wg 177 wn 198 | 
Sweden — — 11  — O03 my +70  *29 a +12 +34 ape 10 mm” — 13 
Switzerland —217 +18 o +22 #+ 290 +95 — 38 wi 05 wt — 07 
UK  -—32  — 19 m +i4 +iåm +15 +02 m 63 sa — 81 
USA +26 +27 m +17 +28% — 15 +02 x $52 54 
< a index deflated by CPI. Newseres ——————— 00000000 0 MM 


PRICES AND WAGES Wholesale-price inflation moderated in America, Japan and Britain: in the 
year to July America's wholesale prices went up by 5.096 (compared with 5.996 in the year to 
June), Japan's by 3.1% (compared with 3.7%), and Britain's by 4.8% (5.0%). Monthly earnings 

. rose 3.0% in Japan in the year to June, to leave pay unchanged in real terms. Spain's 12-month 
rate of consumer-price inflation, second only to Britain's in our table, rose to 7.496 in July. 






bie to ail tables. Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available 
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* prices is over. Our sor all 





worst, down 27% this year as econor 
growth slows and demand eases. Coppe 
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$ per oz 36550 36650 — 13 ~15.2 
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&& EXTERNAL BALANCES Throughout the 
1980s the current-account balance of the 
industrial countries as a group has been 
slightly in deficit. But that fairly stable 
aggregate conceals enormous fluctuations 
in the external positions of individual coun- 
tries. America was in broad balance in 1980 
but had a current-account deficit of 3.4% of 
Gop by 1987; this is likely to shrink to 2.3% 
of cop this year. America's deficit helped to 
push 15 of the 22 other countries in our chart 
towards surplus. Japan's deficit of 1.0% of 
GDP in 1980 has become a surplus of 2.796 in 
1989, and West Germany's deficit of 1.796 a 
‘surplus of 4.0%. Among the seven countries 
that bucked this trend, Britain stands out. Its 
surplus of 1.4% of Gop in 1980 has turned 
into a deficit of 3.3% in 1989. 


WORLD BOURSES Wall Street was troubled by uncertainty over interest rates, and closed 0.596 

lower. The yen's decline against the dollar left Tokyo unimpressed; it gained just 0.1%. London . 

nervously awaited the inflation figures to be rensedht on August 18th, and lost 0.9%. 

Stock price indices us % Change on 

Aug 15 31/12/88 
** 14 Aug local 

+ 19 
+ 40t 
+19.2 





1Converted at at financial 


MONEY AND INTEREST RATES In the year to July America's broad measure of money expand jed | 
4.396 (against 4.296 in the year to June); its narrow measure shrank 0.796 (the same as before). 
Broad and narrow measures of monetary growth slowed in West Germany in the year to June. . 
Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market — — Commercial banks Bond yields 


Broad Overnight 3 months Prime paced Gov't Corporate Deposits Bonds 
fending — long-term — 3 months 


Other key rates in London 3-mth Treasury Bills 13. 394, , 7-day ebak zi 8%, clearing banks’ 7-day notice 4.0%. Eurodolar | 
rates rates (Libor): 3 mths 9.0%, 6 mths B.996, A 


3MT except UK MO; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, UK M4, Definitions of interest tates 


[ava 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Hande 
ANZ Bank, CSFB, The WEF. Group. These rates are indicative only and cannot be con as offers by these banks. ttNew series. ex * Last week's rates. 


i TRADE, EXCHANGE RATES AND RESERVES West Germany’ S visible-trade surplus was sharply higher, at $10.8 billion, in June; however, its 12- 
month trade surplus fell to $75.1 billion (from $76.1 billion in the year to May). Australia’s current-account deficit widened a little, to $14.0 billion in | 
the year to July. The fluctuating prospects for American interest rates did not stem the dollar's recent rise: it gained 2.2% against the yen, 3. 0% m 
against the D-mark and 3.296 against the pound. | 


= os asa eee ae The Economist Newspaper itd., Landon, Engen and rarer] in mem by Times Printers Pte. Lid. 












n sets alio: are > flying with the U.S. Navy and Marine Corps, "m with tlie air res 
istralia, and Spain. : 






i n fire sensor for combat vehicles reaches a record quantity milestone. The 75, 000th D Dua 
vhich serves as a fire-explosion detector, has been delivered by Hughes. to FMC 
s Group. The sensor will be installed in a U.S. Army Bradley Fighting Vehicle a 
s automatic fire sensing and suppression system. The high-speed, false-alarm-f 
“suppress fuel-fire explosions in less than 250 milliseconds, allowing troops and vehicles 
. 75000th sensor marks not only a quantity milestone but also a record of on-schedule s: 
rogram began eight years ago. These devices are also installed in General D Dynamics’ } / 
ain battle tank. 



























hef st broduction: version of an advanced air-to-air missile is being pre] seed fo 

. .. US. Air Force. The Advanced Medium-Range Air-to-Air Missile (AMR 'AAM), des 
| developed by Hughes for the U.S. Air Force and Navy, gives front-line aircraft multi-sho 
~ capability AMRAAM, which can be fired in all types of weather, from all angles, and at ir 
. |o" visual ‘Tange, is intended to be used on U.S. sighters well into the 21st — ee 









D : ersion o i Hughes rude 316 satellite, carries 32 transponders, each — of transmitting c one 
Ge channel, a stream of 45 million bits of data id second, or more than 250 EEES conver 





rocessing The array ofp processors is distributed pe ae on rs Ad in circuit jt walers: ps 
e on top of another, eliminating circuit boards, chip packages and connectors. This allow 
0 percent of the computer to be active silicon circuitry. Final versions of the computer W 
ion operations per second for applications like image processing, radar signal proce 
ed n missions. 





rmation sri to: PO.I Box 45068, Los Angeles, CA 90045-0068 USA 










[S AMERICA'S 


— HDTV —home television 
with wide-screen film-like 
quality—many people 
would have you believe that ^ 
— the U.S. TV industry is 
gasping for breath. Even 
that America is “fighting 
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ut, as Mark Twain said when he read his 
premature obituary, “the rumors of my death 
sa have been greatly exaggerated?’ Granted, 
America may not be the world's leading producer of TV 
sels, but we're in the game. What's more, consumer elec- 
tronics are only part of the picture. In the professional 


: segment of the TV industry —program production, broad- 


is the major player. 


Program production and post-production involve 





TELEVISION INDUSTRY IN TROUBLE? 
ARE WE ON FOOT OR ON HORSEBACK 
IN THE RACE FOR HDTV? 


casting, and professional equipment manufacture—the U.S. 
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thousands of American com- 
panies that make TV shows 
and commercials. And because 
of the immense popularity 

of American TV overseas, the 


U.S. is the world's leading 





a» m 


d The US fills more than half the world 
In the broadcasting area, need for professional TV equipmen 


exporter of TV programs. 


the combined revenues of the more than 1400 American- 


owned television stations and nearly 10,000 cable systems 











almost $40 billion—more than six times what Americans 








nt buying television sets last year. 


Professional equipment manufacturers, who make the 


j represent a world- 

ya S wide high-technology 
he market of more than 

$3 billion a year. 

The United States 


mi nates in this area, supplying more than 50 percent of 


Setting standards isa monumenta task. 


te worldwide market. 


For instance, Ampex Corporation alone had overseas 






ü B ast year of more than $350 million to some 
$ countries. That makes us one of America's 


ggest exporters. 





- As impressive as these figures 


e — TV equip- 


Ei A it is from here that 


c wology will be spun off 





The race for HDTV 
isn't over ‘fil it's over. 


' other industries. a 
Before we can get HDTV in our living rooms, we first 

we eto produce HDTV programs. And then we have to 

7 | ome means of delivering HDTV to the viewer. The 


e receiwri is only the final link in the chain. 









t may come as a surprise that many professional 
üpment manufacturers already have the know-how 
IDTV products. And we will begin manufac- 
ring d exporting just as soon as production and delivery 
e agreed upon. 

: standards technical parameters set by the 


for the transmission of HDTV to the home— 
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IF YOU WATCHED TV TODAY, 
YOU SAW AMPEX. 





« behind in the race for HDTV. Not necessarily so. 





























are being deliberated right 
now. Once they are agreed 
upon, the industry will 

then be able to define the 
production standards . 
for making programs. | 


How good a picture do. we wan 
What are we willing to pay for te 


Equipment manufac- 
turers, broadcasters, and program producers will not be ab 
to risk the huge investments required for getting into HD 
until they know what standards they have to meet, And 
consumers will not spend money on receivers that may 
become obsolete even before they plug them in. | 

Standards have been effectively set in tsp ed 
Japan, where the broadcasting environment is quite i 
ferent—and in some ways less complicated—than itis 


the U.S. For that reason, it may appear that America is © 


The point is that America does have a thriving’ TV ind | 
We just have to decide how much improvement in picture - 
quality we want and how much we are willing to pay fori 

We need to set standards that will be good for the - 
consumer arid the entire U.S. television industry—not ju 
part of it. But, as we go about making these decisions, - : : 
we should not be distracted by any clamoring crowds on the 
sidelines. Or by imaginary dogs nipping at our heels, | 

The standard-setting process appears cumbersome 
simply because there is so much at stake—both in tech- 
nologv and in international trade. Deci- =, 
sions need to be made rationally. 


Deliberately. And with full under- — )] 


$itlvRs 


cS 


For a prompt discussion of the facts, write to us on your. — 
letterhead and ask for your copy of our HDTV brochure. 


We're the world's leading professional TV company. 
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Ampex Corporation, 401 Broadway, Dept. 5K, Redwood City, CA 9: | 





Taste accepted over time. 


The mark of a great Scotch whisky. 
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Ever since a Japanese entrepreneur, lomomi Iwakura. 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 


Grand 


Old Parr 
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Now, a system 
that delivers 


powerful that you could get the information you 
need right at your desk. Even if the data were 
stored on a remote host computer floors away. 

‘ow imagine that with a few keystrokes you 
could test your ideas against the data right on the 
spot, seeing new patterns of useful information, 
new opportunities and new courses of action. 


IBM is making this potential a reality, with a 
technology called SAA (Systems Application 
Architecture). SAA enables a company to share 
information not only among applications, but 
among different IBM computer systems — and 
among people. Under SAA, every application uses 
the same intuitive graphic interface, making it 
‘aster and easier to learn. Better yet, SAA 
applications automatically share information with 
each other. The information the sales department 
generates on a host computer can be instantly 


graphed by the CEO on his personal computer. 


IBM is offering SAA solutions now. Our new 
software product, OfficeVision,™ is an integrated 
suite of easy-to-use tools that work together on a 
variety of IBM computers, from the smallest to 
the largest. OfficeVision can help you see your 
data more clearly, organise it more meaningfully 
and communicate it more effectively. Right across 


the board. 
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Our motto is more than pretty words. It's the fabric of our busines 
m We make advanced construction equipment, presses, lasers and robots: intelligent machines, 
for enlightened users. Komatsu technology is designed to meet local needs and global concerns for 
the environment. And build better communities without sacrificing the quality of life. 

At the same time, we support open markets through cooperative ventures around the orld. 
Wherever we go, Komatsu seeks local partners to share the benefits of technology and prosperit 
Ve take part in community life as a neighbor. And we also sponsor quality 

ports in our local markets, at home in Japan. 
| That's just a sample of how one company works for the world. 
Modest efforts, for mutual rewards. Consider how much we can accomplish 
"we work with care, patience and imagination. Together. 
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plan” (August 12th), is long 
ideology, and short on logic. 
u are upset that, for Mexico, 
ts "are being asked to 
' up with more loans as they 
up...to the worthlessness 
old ones." If you think the 
oans are worthless, the dis- 
on them should be 10096, 
agreed— banks 
| Simply Pies off all $70 
on of their claims. 
nkers are being asked to ex- 
new loans not because the 








hless old loans". If bankers 
X want to throw good 


solution: they should offer a 
duction that you consider 
sonable so that Mexico 
ot need fresh interest-recy- 
ns to service those stale 
'hless loans. And here is the 
jleasant. surprise: with only a 
0% discount on their total 
laims on Mexico, and no new 

lance-of-payments loans, they 
i be able to ie ok the i re- 


There cain tine. MEA not re- 
yotiate the Mexican agree- 


ill not mind. If Mexico can sig- 

cantly cut back the flight of 
rnment capital to creditor 
;, it will be able to start the 
jus cycle of restored confi- 


'ithout your "distasteful 


Hecno d 
E conomist. | 
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lan is a dud, but because. 
want to hold on to those 


after bad, there is a sim- 


, economic recovery and. 
of private Mexican capi- 
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concessions". lt will kill three 
birds with one stone: bankers do 
not have to throw good money 
after bad, Mexico does not have 
to recycle the same good money 
to service the old bad money, 
and flight capital will rush back 
from the unexciting safety of the 
private banking departments of 
those Latin-loan-shy but deposit- 
high foreign banks to make 


some real money at home. If you 


like this plan better than Mr Bra- 
dy's, why not endorse it? 

SHAFIQUL ISLAM 

Council on 

New York Foreign Relations 


natn tir ect RR a E EE 


Oxford 


Si&— Your reply to Sir Patrick 
Neill, the vice-chancellor of Ox- 
ford (August 5th), is, like your 
original attack on Oxford (July 


8th), unconvincing because it ig- 


nores crucial factors. 

The contribution of the rich 
colleges, you say, “looks meagre 
indeed after the investment bo- 
nanza of the 1980s." But much 
of our investment is in land, and 
land values fell during the 1980s. 
L along with other Fellows of 
Merton, have often wondered 
whether we were too heavily in- 
vested in land, and the college 
has in fact been looking for 
opportunities to sell. But it is 
questionable how far we should 
sell land we have held for 700 
years: in 700 years’ time the land 
will still be there, which is more 
than can be said with certainty 
of any government bonds or eq- 
uities we could buy instead. We 
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ings and endowments it inas sgod the hr 


fettle as we received them. 
You criticise the colleges be- 
cause only three “have stepped 
forward with direct funding for 
university posts”, but fail to in- 
dicate to your readers how ex- 
tremely narrow that criticism is. 
For many years Merton has 
helped the Bodleian to buy for- 
eign books; but this, though di- 
rect funding, is not direct fund- 
ing for university posts. Merton 
is carrying (and therefore has 
not now stepped forward to 
carry) the whole cost of one, and 
soon two other, tutorial fellows, 
who discharge the duties of a 
university lecturer at no cost to 
the central university funds. 
The central university appeal 
should commend itself even to 
you as the only means of secur- 
ing the universitys indepen- 
dence. In recent months the gov- 
ernment has been using the 
power of the purse to force on 
Oxford deleterious and counter- 
productive policies, threatening 
to withhold £250,000 a month if 


we did not toe the line. You may 


not like Oxford: I do not always 


like The Economist. But just as I 
value the fact that your views are 
your own, and not governed by 
Whitehall, Westminster or the 
City, so you ought to applaud 
our efforts to render ourselves 
equally independent. 


Oxford 


m"—— 


].R. LUCAS 
Merton College 


Sirn—Many universities in Brit- 
ain are being starved, but the 
vice-chancellor of Oxford wishes 
to have his cake and eat it. 

If 7796 of the university's in- 
come is brought in by grants and 
fees when at the same time the 
colleges have estimated endow- 
ments of some £500m, then it is 
not reasonable that the colleges 
should continue as independent 
entities. The federal structure of 
the university is described by Sir 


Patrick as a "strength", but in. . 
— the 
. changed. Provisional security 
measures have been needed to 


the harsh era of dirigisme it is an 
inequitable privilege. - 


Parliamentary legislation is 


needed tó ensure either that if 
the colleges are to remain inde- 
pendent, government money is 
redistributed to needier univer- 


sities or that, as a condition of — 


continued state support, all col- 
lege endowments are transferred 


two articles "ignore the national 


, 2 Jurong Port Road, 


Christopher — Patten's 


“ings” 





Church Enstone, - | 
Oxfordshire GEORGE HUXLEY 


HU SEE L mi ai stolen oe EI 
Patten in Brazil 


SiR— You give a totally errone- 
ous impression (July 22nd) of 
. discus- 
sions with me. during his recent 
visit to Brazil. 

Mr Patten did not call me in 
to the ambassador's residence in 


Brasilia, nor.did he give me a 


"ticking-off '. We did meet, at 
my request, for a general review 
of Shell's activities in Brazil, and 
environmental issues were 


J among various topics discussed. 


And it is unfair to the people 

of Roraima to say that the regi 

is "bandit country "The purs 
of economic development in 
frontier states can lead to abuses- 
which are.for the relevant au- 
thorities to control. As you 
stated, Shell works within such 
controls serving only airports 
which are licensed by the Brazil- 
ian aviation authorities. It would 
be inappropriate for companies 
like ours to decline to provide a 
service to the majority who are 
seeking to improve their quality 

of life. 

ROBERT BROUGHTON 
President 
Rio de Janeiro Shell Brasil 


| ^ 
Tunisia 


Sig— Those familiar with Tuni- 


‘sia would hardly recognise. the 


bleak picture: drawn i in. 





cle of August. 12th. 
patrol", 'tortured prisoners", 

the "government preparing to 
crush [the opposition] by force," 

may be witnessed in some trou- 
bled areas of the world, but cer- 
tainly not in Tunisia since Presi- 
dent Ben Ali took office in 1987. 
At no time have soldiers pa- 
trolled the streets, not even on 
day the government 


be certain Israeli threats do not 
materialise, and to ensure secu- 
tity for such important gather- 
ings as the Arab League meet- 
-and the  Palestinian- 
American talks. These measures 


have never involved the military. 
to the central University Chest. 
Sir Patrick’ s remark that your |: 
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World Food 
Programme 





Required by the World Food Programme 
CHIEF, INTERNAL AUDIT 
| at Rome Headquarters 
| tha World Food Programme which is the food aid organisation of the 





* 


nited? Nations System wishes to appoint a person as Chief, Internal Audit. 





Applications would be welcome from qualified members of internationally 
Técognised accountancy institutions. Candidates should preferably also 
have a degree in Business Administration or other relevant fields, a 
minimum of ten years post-qualification varied audit experience with 
< substantial responsibilities; some knowledge of French or Spanish would be 
, anasset; be willing and able to travel to third world countries. 


The initial appointment will be for three years, which is renewable. Starting 
salary, depending on qualifications and experience, will be from US$ 36,293 
to US$ 44,793 net, tax free plus allowances, cost of living adjustment, 
relocation grant, 'education grant and other benefits of the international 
civil service. Duty Station: Rome, Italy. 


Full curriculum vitae should be addressed to The Director of Personnel, 
_ World Food Programme, via Cristoforo Colombo 426, 00145 Rome, Italy. 


Correspondence should be postmarked by 22 September 1989 quoting 
VA OE-89-5, 


SENIOR SURVEY 
SUPERVISOR 


ARRIYADH, 
SAUDI ARABIA 


5. A Saudi Government agency is seeking a highly quali- 
| -fied Senior Survey Supervisor for its newly established 
-Da ta Survey and Analysis Group. 


The successful applicant will be responsible for the 
7 conduct | d supervision. of the collection of primary 
LE a concerning the economic, social and physical 
E aspects. of he City of Arriyadh. He will also have an 
VE priate 4-year tertiary degree with a major in 
. | «statistics and at least five years experience in the 
ollection of data and the analysis of statistical materi- 
 alpreferably in the fields of land use and development, 
ommerce and urban issues generally. 


uency in Arabic is essential. 


Suitably qualified candidates should submit their appli- 
ations to: 



























Director of Personnel Department 
PO Box 495 
Arriyadh 11411 
Saudi Arabia 
Fax: 01-482 9331 
Tix: 401190 


A, iplicants should mark the envelope “Senior Survey 
i Or". 





|. information on this is avollable on request. 





UNIVERSITY OF CAPE TOWN 
Graduate School o 
Business 


the Graduate School of Business. ooer are y invited for m 
above post, vacant from | January 1990. 


The post of Director is at professional level. The initial ues r 






























Confidential enquiries regarding the post may be made by 
telephoning the Vice-Chancellor, Dr S. J Sounders, at (2) 650-210 


Applicants should submit a full curriculum vitae and the nome: 
addresses of three referees, not later than 30 September 1989 to 
the Appointments Officer (Ref: E), University of Cape Town, 
Rondebosch 7700, Republic of South Africa (telephone: T 
650-2192; telefax: (21) 650-2138). Further information may be 
obtained from the above, or from the Secretary, SA Unities 
Office, 2nd Floor, 16 Charles li Street, London SWIY 4QU. 





The firm policy and practice of the University of Cape Town is to. 
oppose discrimination in any sphere of university life on grounds. 
of gender, race or creed. UCT has consistently protested, and - 

continues to profest, against apartheid laws and practices and is 
committed to working towards a just future for our country. d 






GATT/GENEVA 


INFORMATION/PRESS - 
OFFICER 


The Information Division of the General Agreement on Tariffs and 
Trade has a vacancy for an Information/Press Officer. 2 


The Information Division is responsible for all aspects of GATT 
relations with the press, public, academic institutions and busine 
Although the main focus of work is the briefing of the media 
GATT's activities, the Division produces a number of publicatio 
handles enquiries from the general public and arranges inw. 
visits for academic and other groups. Information activity 
currently concentrated on the Uruguay Round of trad 
negotiations. i 


The preferred candidate will have journalistic experience ine 
economics or business fields, an interest and ability in commun 
cating complex issues in a simple and direct manner and first-r 
written English. A reasonable knowledge of French will 

ko and familiarity with any other European language will t b 
of value 


Salaries and other emoluments are on current United Nation 
scales, the appointment level being determined in relation 1 
qualifications and experience. 


Candidates whose background corresponds to the above require 
ments are invited to submit a curriculum vitae, or write for detai 
and an application form to: ; 


Chief of Personnel 
GATT 
154, rue de Lausanne 
1211 Geneva 21 


Closing date for applications: 22 September 1989. 





























































ces based mainly on rumour. 
It is customary for heads of 
vernments, even in old de- 
nocracies, to be leaders of their 
tties. President Ben Ali's lead- 
hip of the Constitutional 
mocratic Rally does not pre- 
nt him from being president of 
‘unisians, as he has repeat- 
stated. Nominations of in- 
x ndent politicians and oppo- 
n party members to 
isteríal and high-ranking po- 
18 illustrate the president's 
lingness to involve all sectors 
government. Having hastened 
adopt policies long advocated 
he opposition, he cannot be 
d responsible for the bank- 
tcy of so-called  "'disillu- 
ned" opposition figures. 
Speculation that the govern- 
at is "preparing to crush” Is- 





allegations intended to stir 
tension. The important dem- 
‘atic reforms you hastily listed 
cate that Tunisia has moved 


ABDEL WAHEB ABDALLAH 
Ambassador 


Tunisian Embassy 


-The figures used in “Ob- 
enity or censorship?" (August 
th) to demonstrate that the 
merican government is less 
gi nerous to its artists than the 
British | government—$169m 
spared with $724m—grossly 
state the difference in levels 
upport. The American figure 
des only the budget of the 
onal Endowment for the 
¿whereas the British figure 
udes not only the Arts 
ncil, but all the other agen- 
and institutions financed 
ough the Office of Arts and 
raries as well. 

Tor this comparison to be 
lid the American estimate 
would have to include the bud- 
ts of the Museum Services In- 
itute, many of the programmes 
the National Endowment for 
e Humanities, the museums 
der the umbrella of the Smith- 
sonian Institution, the Library of 
ongress, and a host of others. 
But even this total would be 
misleading; the real difference is 
ot in direct government sup- 
port but in indirect support. The 
xes forgone through charitable 
ncome tax deductions for con- 
butions to the arts in the 
nited States are many times 








ded a comipllition ES griev- - 


mists is unfounded, and based _ 


the taxes forgone MUR deeds : 


of covenant in Britain. 

If one carefully accounts for 
the boundaries of government 
expenditure for the arts and for 
indirect as well as direct aid, a 
rough estimate is that Britain 
and the United States are at 
about the same level of support 
per head. But all of this method- 


ological quibbling should not be 
allowed to detract from the main - 


point—that government financ- 
ing for the arts in both countries 
is woefully inadequate. 
Cambridge, 

Massachusetts J.M.D. SCHUSTER 


— M m— 


SiR—For these reasons govern- 
ment should not support art: 

Only in recent history has it 
been supposed that society must 
please the artist rather than the 
reverse. Art does not suffer from 
being left to the market place; it 
benefits. Art is not a collective 
concern. 


St Louis, 

Missouri RICHARD METZ 
Ji 

Motivating MBAs 


Si— Your management brief 
"To MBA or not to MBA" (July 
8th) referred to the “Hawthorne 
effect” based on studies con- 
ducted at a General Electric fa- 
ciliry. The factory where the 
study was conducted was actu- 
ally a part of Western Electric, 
the manufacturing division of 
the original American Tele- 
phone and Telegraph Company. 

The Hawthorne study is a ba- 
sic element in many courses deal- 
ing with motivation. If this error 
is indicative of the MBA educa- 
tional programme, perhaps we 
need to think harder about the 
emphasis on process instead of 





accomplishments. 

Shreveport, JOHN ALBRITTON 
Louisiana AT&T 
Sm—The — MBA — curriculum 


stresses teamwork and manage- 
ment by consensus. Real busi- 
ness stresses decisive leadership. 
The best captain is the one who 
knows how to operate every part 
of his ship and is able to moti- 
vate his crew to perform will- 
ingly under the most exacting 
circumstances. If IMEDE merged 
with, say, St Cyr instead of 


INSEAD; or Harvard with West 


Point; or the London Business 
School with Sandhurst, the final 


. product would be a Master of 





Baines Leaders | i 
workers would follow managers ye be 
to how why. Romania could 


eA Hn en 


out of respect, not curiosity. 
Johannesburg — WuiiaM Morris 


SiR— Your brief on MBAs bears 
interesting comparison with 
“Tales of the farmyard” of the 
same issue. The attention, kind- 
ness and improved living condi- 


tions which have served to in- 


crease farm yields are precisely 
the solutions to the problem of 
usefully exploiting human re- 
sources. Given a company that is 
up to scratch on information 
technology, global markets and 
regulatory regimes, the ultimate 
test it must pass is how. effec- 
tively its managers use their peo- 
ple. Unlike capital or plant in- 
put, there is no limit to human 
input. Modern managers could 
learn a thing or two from the 
work of the porcine-friendly 
Large Bovine Output experts. 

New Delhi NiRAL MARU 


SiR—In your management brief 
of July 22nd ("Decisions, deci- 
sions") you confuse the history 
of the development of strategic 
planning. Long-range forecast- 
ing, massive planning proce- 
dures and mainframe computers 
crunching out five-year plans did 
go out of fashion in the 1970s, 
and for good reason. 

Strategic planning implied a 
business analysis of strengths 
and weaknesses and positioning 
in the market. Many techniques 


have been introduced; some 


have stood the test of time. The 


ones to which you refer are not — 


exactly new. But as your sum- 
mary suggests, desktop comput- 
ers do enable what-if questions 
to be answered quickly, The pro- 
cess of thinki ing is assisted. In the 


end, however, it is business judg- 


ment which counts either in the 
market decision or the lunch or- 
der. There is no free lunch in ei- 
ther sense. 


London 


—— EEE EA 
Romania’s debt 


Sr—“Cloudsescu land" (June 
17th) criticised the early repay- 


ment of Romania's huge foreign 
debt. Instead of being congratu- - 


lated for the unusual display of 
fiscal discipline, Romania's feat 
has been received with scepti- 
cism and outright negative com- 
ments emphasising harsh auster- 


ity measures which made it Lag 


Jonn GRANT 


| deficit might be reduced in the long 


cen used in the bast 


never hope to pay its debt are 
now repeated to supposedly 
prove that it does not make 
much difference anyway. 

If this does’ not sound logical, 
perhaps it is because precedents 
for Romania’s accomplishment 
are hard to find. Romania suc- 
cessfully cl allenged the accepted 
expert opinion that the commu- 
nist countries can only break out 
of the vicious circle of their eco- 
nomic problems by heavily bor- 
rowing from the West. 
Washington, DC VApiM MEDISH 















Wrong pine 


SIR—As local inhabitants know, 
the dominant tree in Yelk 
stone is not the ponderosa, | 
the lodgepole pine, which forms 
ee ba of the park's total 
pulation ("After the 
fire" july - 29th). Ponderosa, al- 
though widespread i in the Rocky 
Mountains, is rare or non-exis- 
tent within Yellowstone Park 
and adjacent national forests. 
Washington, DC. D. CHALLINOR 





Gay gulls 
Sin—The scientists whose “dis- 


covery’ of homosexual birds 
(July 22nd) led to much research 


Should have spoken to Andy 


Capp. or any other pigeon fan- 
cier or farmer: homosexual birds 
laying two clutches of eggs, simu- 
lating copulation and indulging 
in infidelity with the opposite 
sex are iine da events. — 













Bush, His Budget - 


& Business 


The US budget deficit and the 
external payments deficit are seen as 
twin threats to the stability of the US 
economy and world economic order. 
Although the budget deficit is 
officially planned to decline to zero 
by 1993, this report forecasts it will 

- still be over US: 100 bn by then. It 
also examines the issues behind its 
predictions, presents budget forecasts 
into the 1990s and discusses how the | 
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INTERNATIONAL CENTRE FOR 
DIARRHOEAL DISEASE 
RESEARCH, BANGLADESH 


DIRECTOR 


The international Centre for Diarrhoeal Disease Research, Bangladesh (ICDDR,B) seeks to 
appoint its chief executive, designated Director, for an initial period of three years (from 
mid-1 990), which may be renewed for an additional term of three years, 


Established under a charter of the Government of Bangladesh, the ICDDR,B is a nom 
profit, international medical research institution situated in Dhaka, Bangladesh, R is a 
premier international organisation conducting research and training in diarrhoeal diseases 
and related areas of public health, nutrition and fertility. ICDDR,B aims to develop 
improved health programmes through scientific research conducted in four major 
divisions—Clinical Sciences, Laboratory Sciences, Community Health and Population 
Sciences. The 1,400 employees include 200 researchers coming from 13 countries. The 
Centre is supported by 21 countries and international organisations, including WHO and 
UNICEF, under the overall leadership of the UNDP. 


The post of the director involves management of the Centre and guidance of its scientific 
research and programmes within the context of the Centre’s priorities and objectives, The 
. Director is also responsible for creating institutional linkages both nationally and 
internationally, and establishing rapport with the donors and the host country 
The preferred applicant will have a distinguished record of leadership in medical research 
and training, a high order oí managerial skill, experience of international donors and 
agencies working in the health field, several years of Third World experience in public 
health, and considerable initiative and drive, 
The compensation package offered is equivalent to that of a ASG/ADG in the UN/AWHO 
system. in addition, a fully furnished house with required staff and a chauffeur-driven car 
will be provided. 
interested persons may contact members of the Search Committee (R. G. Feachem, UK; 


the secretary to the Search Committee (Associate Director, Administration and 
Personnel, ICDDR,B, GPO Box 128, Dhaka 1000, Bangladesh. Phone 880-2-603236, 
FAX 8802-411846) at the earliest opportunity. 





Business 


International 


GLOBAL BUSINESS INFORMATION AND ADVICE 


PRODUCT MANAGERS 


International Compensation Reports 


Business international, a member of The Economist Group, is the 
world’s leading source of business information and advice. We need 
three Product Managers for our expanding Human Resources Division 
to develop information designed to assist international companies in 
creating worldwide compensation packages. 


Product Manager (BUCOL) 
BICOL summarises executive cost-of-living reports and inflation differ- 
entials for more than 100 cities worldwide. 

Product Manager (BUPERS) 


BUPERS provides salary information for 30 countries around the world. 
Product Manager (BI/TAX) 


BU/TAX provides up-to-date information for 50 countries on tax and 
social security changes. 

Responsibilities include collection and updating of information, ensur- 
ing high quality and timely delivery. Also ability to co-ordinate 
marketing and to produce ideas for product development. We are 
looking for applicants with a degree, some computer literacy, two/ 
three years work experience and analytical, organisational skills, 


Salary is negotiable with an excellent benefits package including profit 
share. 

























The World Bank and the UNDP, leading international in- 
stitutions in the field of economic development, recruit highly 
qualified men and women on a broad geographical basis from - 
its their member countries. Applications are invited for the — 
Energy Sector Management Assistance Program (ESMAP) in 
its approach to integrate gender issues in its activities: 





Specialist, Women in | 
Development 


Will manage and coordinate the action program on women 


* 


Successful candidates will meet the following criteria: 


The ESMAP Program offers a competitive salary and benefits 
package including provision, if eligible, to maintain ties with 
later than October 31, 1989 to The World Bank, Room 

#5-4029, 1818 H Street, N.W., Washington, D.C. 20433, 
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guidance on integrating gender issues into activity planning $- 
and design 

review policy, methodological and other documents for 
gender perspective 

design monitoring and evaluation system to assess impact 
of different approaches to gender issues in ESMAP ac- 
tivities | 
develop and implement research program on selected 
provide technical advice on social aspects of women in 
development, with attention to household energy issues for 
ESMAP and the Bank 

act as liaison with other parts of the Bank and the external 
community on women and energy issues within an overall 
macro-economic development framework 
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at least a Masters Degree or equivalent in Social Sciences, 
Forestry, Forestry Economics, or Economics 

a minimum of 5 years experience, some of which has been 
obtained in fieldwork on the implementation of projects 
and research centered around the enhancement of women’s 
opportunities in development 

ability to work in a collegial environment and within a 
multi-disciplinary team situation; the capacity for action- 
oriented work and consensus building is necessary 
excellent writing and speaking skills; a working knowledge 
of French or Spanish is highly desirable 

good understanding of household energy issues is highly 
desirable 
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- year were examined and adopted at its 
- Annual General Meeting held in Milan 
on June 29, 1989. They reflect a 1988 
gross profit of Lit. 131 billion (as against 

© Lit. 109 billion in 1987) and a net profit 
-... of Lit. 61 billion (+19.2%) after appro- 
priations of Lit. 70 billion to special re- 
«Serves. | 


— dinary share. As to savings shares, the 
General Meeting resolved the immediate 
-distribution of a dividend of Lit. 320 per 
share. A special Shareholders’ Meeting 
to be held on September 5, 1989 may 
resolve the payment of further Lit. 40 
_ per share that have been allocated to a 
|» special reserve. For the year ended De- 
-cember 31, 1987 dividends of Lit. 300 
per savings share were declared. 
-In Italy; premiums collected in the Non- 
-Life Branch amounted to Lit. 1,823 bil- 
. lion (+12.7% over the previous year). In 
-the Life-Branch the increase was 18.1% 
. on a homogeneous basis. 
: Company's Insurance Reserves grew by 
- Lit. 625 billion, and reached Lit. 4,479 
< billion. 
‘The Reserve for Catastrophic Risks that 
the Company decided to establish as a 
further guarantee of the quality and fair- 
. ness of its services increased from Lit. 
104 billion to Lit. 174 billion. The sol- 
vency margins amount to Lit. 1,159 bil- 
| lion, and are Lit. 851 billion above law 
requirements. — 
| PE s investments totalled Lit. 
-4,602 billion (+13.2%), and provided a 
net RS of Lit. 422 Pd 





~The Company’s Accounts for the 150" 


— Dividends declared were Lit. 300 per or- 


MILAN - ITALY 


HIGHLIGHTS OF ACCOUNTS 
RAS ONLY, DOMESTIC AND FOREIGN BRANCH OFFICES - 
(in billion lire) 

















1988 
Premium Income EM . 22073 
Investment Income E DE 484.2 
Claims, Maturities and other Benefits paid | 11257 
Insurance Reserves, Non-Life Branch | ca 2,224.1 
Insurance Reserves, Life Branch 2,254.8 





Share Capital 





General Reserves 
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Profit for the Year 








PREMIUM INCOME 
OF THE RAS GROUP 
IN ITALY AND ABROAD 


(in billion lire) 


SALES OF THE. 
RAS GROUP 
Premium income eee ee in 1988 
(in billion lire) — 










| | | : I 190 RÁS 
| | | | m (in Italy and abroad) sss 2,207.53. 
4,800 
: Other Italian Pad 
| 4090 Companies ... — 595.0 
D uut. Foreign Grou mE l 
| 3,900 p errr eee 
E—— Companies ; ——— AAAG 
3,600 - TENES WM 
po Total Um (5046.9 | 











11954 


Ras Gos Life Bus l M 
Total Sums assured. Lie 27, 38 billion 


1985! 19861 19871 1988] 
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F SOLIDARITY has got it right, Poland is- 
. about to make history. It will be the first . 
country to disprove the Leninist doctrine of © 
irreversibility, the idea that once a communist _ 
party is in power there is no turning back. Po- ` 
land will have fought its way out of the dark- 
ness. If Solidarity has got it wrong, Poland's 
 gleam of light will be brief, and the other 
ountries that hope to escape from commu- 
t rule will note the failure with sinking 















As Poland is now, for Solidarity to take 
over its government is pure Polishness. Its parliamentary ma- 
jority, after a half-rigged election, depends on two small, con- 
fused parties that until a couple of months ago were mere 
communist appendages. It still faces a communist party most 
of whose strength, like an iceberg's, remains threateningly 
submerged. The decommunisation of the economy has barely 
begun: Poles still wait in hungry queues, farmers are still tied 
down by regulations, decrepit state factories still eat public 
money. If despite all this Solidarity can establish a workable 
post-communist government, Don Quixote would doff his 
hat. Consider what has to be done to bring off the gamble. 

.. First, Solidarity has to get a grip on most of the important 
ministries. Because of that half-rigged election, it must throw 
a sop to the communists. It has already offered them defence, 
which is all right: Poland's soldiers are a disciplined lot, and 

. will probably stay out of politics if President (and General) 

— Jaruzelski tells them to. But Solidarity has also said the com- 
unists can have the interior ministry, which is by no means 

«sau Tight: the police are much trickier than the army, and can- 

not yet be trusted to do a non-communist job unless a sharp 

eye is kept on them. Now the communists want more. They 
can have the foreign ministry, with instructions to tell Russia 
not to worry about what is happening in Poland. But they 
should not have a senior economics ministry until they accept 

a clear policy for freeing the economy. If they get much more 

than foreign policy and defence, plus maybe a few technical 

ministries, Solidarity will already be in trouble. —— | 

. If it does get enough of the Warsaw levers into its own 

ands, Solidarity next has to make sure they are connected to 

the machinery below. Three-quarters of all Poles whose jobs 
have some degree of executive power are today communists 
of chums of communists. Maybe this nomenklatura is already 
starting to break up, as career-conscious young officials put in 
tactful telephone calls to the local Solidarity man. That is not 
nough. Before he sits down to his desk, Mr Tadeusz 
fazowiecki (Solidarity's presumed new prime minister) 
; the agreement of Mr Mieczyslaw Rakowski (the new 
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~ communist boss) that from now on Soli 
Shall name at least half the nomen la 
-. Without that, the prime minister’s desi 
. be no more than adoodling-board. .- 
.. . Then there is the mind- boggling bi 
of remaking the Polish economy. T 
vate sector of industry has to be ex an , 
fast as possible, and large parts of th 
state sector shut down or sold off. Effi 
young farmers have to be allowed to bu 
land, and better ways have to be found o 
ting the food they grow into the shops. _ 
In theory, this need not cause a row between Solic 
and the communists. The communist leader, Mr Rakow 
believes in freer prices (his last act as prime minister was 
abolish most food subsidies) and in being tough with lo: 
making state companies. Poland has plenty of potential « : 
preneurs, and plenty of currently unspendable cash to i 
in new private firms. Some of the mechanisms for recon 
ing demand and supply have already been put into place. 
danger is that it could take ages for results to start appearing 
in the shops, and that diehard communists will try to use this 
period of breadline disillusionment to shove their way int 
power again. Pity Mr Mazowiecki as he tries to turn frog bac 
into fairy prince, while frog-fanciers keep jogging his wand. 







































Yes, the West must help 


It is enough to daunt even a Pole. Mr Lech Walesa TA ne 
theless decided that it must be attempted. No doubt. 
Walesa felt that Solidarity could not stay in opposition à 
winning virtually all the free part of June’s election, 
though prudence—and most of his colleagues—couns 
otherwise. This is one of those historic moments, he Po 
concluded, when the logic of the details has to be ignor 
he is wrong, it will be a disaster; but he may not be wrong 
June election has left the communists deeply demo: 
Against such communists, Solidarity may yet be able t 
on getting its way over cabinet-building, over the eco 
even over the nomenklatura. Nobody but Solidarity 
this battle; but the West can lend a modest helping ha 

By now it is generally agreed that it is no good p 
large amounts of new money into Poland. On top. 
loose cash floating around inside the country, this w 
100% inflation into 300% inflation. There are, how 
three good non-inflationary things the democracies car 
should do to ease this new recruit's entrance into the p 
world. : 
e The European Community can organise a programı 
bring much larger numbers of Poles to Western Europ 


































































gramme should range from the usual management courses 
more specialised help in commercial banking (into which 
oland is now nervously tiptoeing) and the creation of a 
ckmarket (the next thing it urgently needs) Between 
m, the Community's 12 countries can easily afford to train 
ough Poles by 1992 to man a Polish private sector three 
es as big as today's, and other western countries can help 
retoo. .— | 

he Community should decide that the exports of a 
ocratising Poland deserve as cheerful a welcome as those 
eeply undemocratic East Germany. The West Germans 
not like this, since it would dilute their special relation- 
with the East Germans (who thus get their goods into the 


rowth can be green. 








ow to be clean and prosperous too 


HE worst way to sell voters the idea of cleaning up the 
"ironment is to tell them it means the end of economic 
h. True, there may be some members of the hair-shirt 
dency (usually Volvo-driving and Perrier-drinking) who 
like to think that life would be nicer without growth. For 
iem, growth means more people buying Volvos and jam- 
ing up the roads to once-unfrequented beauty spots. For 
e rest of the human race, however, economic growth is the 
dder by which they climb to reach the standard of living 
iat the hair-shirt brigade already enjoys. 
Green growth will indeed be somewhat slower than a dash 
the dirty variety. At present, most economic activity takes 
ttle account of the costs it imposes on its surroundings. Fac- 
ories pollute rivers as if the rinsing waters flowed past them 
ee, power stations burn coal without charging customers 
ne effects of carbon dioxide belched into the atmosphere, 
s destroy forests without a care for the impact on wild- 
yr climate. These bills are left for others to pick up— 
hbours, citizens of other countries, and future genera- 
A truly green economy would pay such bills as it went 
', not slip them to posterity. To the extent that it had to 
go consumption today, in order to bequeath more of the 
rld's resources and rubbish-absorbing capacity to its chil- 
n, a green economy would not grow as fast as a dirty one 
ght. | 
The sacrifice need not be great, however. The best at- 
npt to measure it, by the OECD five years ago, found that 
- impact of environmental policies on growth was mea- 
ured in fractions of a percentage point. What is more, con- 
ntional statistics of economic growth are, as all non-econo- 
st$ know, bad measures of people's happiness. They are 
icularly blind to the environment. National-income ac- 
unts (see page 61) take no notice of the value of natural 
esources: a country that cut down all its trees, sold them as 
od chips and gambled the money away playing tiddly- 
nks would appear ftom its national accounts to have got 
her in terms of GNP per person. Equally, they show mea- 
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mpanies. The - 





~ EEC). They s 


that the inter-German connection—nationalism, in sh 
matters more than encouraging democracy. 
e To help the Poles with their debt, some of the western hold- 
ers of this debt could sell it, cheap, to western companies. 
These companies could then offer to swap their chunk of the 
debt for a share in the equity of a Polish state firm. At the 
right price, this could start a revitalising privatisation of Po- 
land's rusting state industries. ary | 

To these offers one condition would be attached. It must 
frst be established that Solidarity, the party free-voting Poles 
overwhelmingly prefer, can proceed to pluralise Poland with- 
out communist obstruction. Solidarity cannot bring off its 
gallant gamble alone. It deserves democracy's help. 


tion- 
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sures to tackle pollution as bonuses, not burdens: the cost of 
cleaning up Shell's oil spill in Britain's river Mersey this week 
will be clocked up as a help to Britain's growth rate. It would 
be easier for politicians to talk rationally about the effects of 
sensible environmental policies on growth if governments 
agreed to remove some of these oddities from the way they 
keep their economic books. | 

Even without rejigging their statistics, all countries can 
improve their environments by adopting economic policies 
that actually lead to faster economic growth. Most bad envi- 
ronmental policies are caused by bad economic policies. Ev- 
ery country has, built into its taxes or its state spending or its 
laws, some provision which artificially reduces the cost of 
environment-unfriendly behaviour. Almost all third-world 
countries (and plenty of first-world ones) subsidise electricity 
prices, for instance. Many countries help farmers in mis- 
guided ways—by subsidising artificial fertilisers or pesticides, 
for example, which encourage them to spread more chemic 
on the land than is good for it; or by offering price supports 
that allow farmers to dispense with the traditional insurance 
of mixed agriculture and to opt instead for damaging mono- 
culture. Lots of countries (Brazil in the Amazon, America in 
the Tongass) effectively subsidise deforestation. Get rid of 
this sort of tinkering, and governments would find them- 
selves both spending less and helping the environment more. 


Making greenery pay | 

There are good ways to clean up the world, and bad ways. The 
countries which have to make the smallest trade-off between 
growth and greenery will be the ones that choose to get the 


market on their side. Order all power stations to belch forth - 


less sulphur dioxide, and some ancient plants will spend a 


fortune to reach standards that new, efficient ones can meet. 


cheaply. But introduce a sulphur-dioxide tax, or make power 
stations buy a permit to belch, and the efficient plants will 
clean up by more than the law would have demanded, while 
the ancient ones either pay to pollute or shut down. The 
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ipest route to greenery. 
ountries, indeed, can expect an added bo- 
ave to meet tough regimes at home, so they 
sed to clean up (in both senses) when dirtier 
e light. America’s early ban on chlorofluoro- 
) in aerosols pushed its chemical giants ahead in 
to find ozone-friendly alternatives; Sweden's tough 





More to lose than their chains 


. However just their claims, the Soviet Union’s republics would be wise 


a _ fot to push them too far at present 


<o QYOVIET maybe, but Union, no. Roll into one a few hell- 
AJ holes—anarchic Lebanon, bloodstained Sri Lanka, the 
higoted d bits of Ireland —and you have an idea of the cata- 
ysm-in-one-country in prospect for Mikhail Gorbachev. 
~ The worst has not happened yet: so far, the dead in inter- 
communal strife around Russia’s southern rim—in Uzbeki- 
_ stan, Azerbaijan, Georgia and who knows where next—are 
counted only in hundreds. And this week a politer sort of 
challenge confronted the Kremlin, as Estonians, Latvians and 
Lithuanians made a human chain linking their three repub- 
“lics to demonstrate their demand for independence. All the 
same, whether the final push comes from the anarchic south 
-or from the better organised north, communism and nation- 
. ". alism seem set to collide head-on in the Soviet Union. If they 
do, the impact could wreck not only Mr Gorbachev's eco- 
nomic revolution but also the best chance the Soviet peoples 
have yet had to recover their independence. 
. ©» Only someone with an ego the size of Stalin’s, me the 
brawa to match, could have thought that more than 100 dit 
- ferent national groups, divided by language, culture, religion 
. and pride, could be herded together indefinitely under Krem- 
-lin rule. Only Stalin could then have imagined that a new 
_ breed of Soviet man could be created by forcing some of these 
. . oples—Germans, Crimean Tartars, Meskhetian Turks and 
NAE the myriad tribes of the Caucasus—to scatter across Russia 
tral Asia. This boot-and-bayonet sort of brother- 
bound to collapse eventually. It is doing so now. 
Some of the family want to leave home. They have every right 
to more independence. But it is still too soon for them to go it 
wholly alone. The danger is that somebody will make a prema- 
. ture dash for independence that will end in a bloody bust-up. 
Mr Gorbachev still professes to believe that the joys of 
ism, once properly explained, will eventually blind the 
iy Soviet peoples to their different skins, religions and 
ys of doing things. The world's Lebanons, Sri Lankas and 
orthern Irelands suggest that he is wrong. But he does see 
at governing today's Soviet Disunion is made harder by the 
. economic mess his Communists have made of it. Fortunately, 
< „the things Mr Gorbachev is doing to sort out the mess and— 
he hopes—strengthen the union also offer those clamouring 
r independence a chance to work for it. 
Stalin, who knew a thing or two about power but little 
economics, built a Soviet Union in which each of the 


































important it is to - 
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rules on pollution g 
international lead. Whole new worlds 
and business opportunity are now opening 
cleaners for hoovering pests off organic vege 
eat up toxic waste, chemical-free ways to pt 
pools. The country that pioneers the taxes and 
make polluters pay will enjoy a boom as purveyor: 

to a dirty world. E 


























Talia t eA irr RAM e M Pr a VE Tr DANSE Ar ii 





























republics got its orders straight from Miun i 
couraged from co-operating with others behi 
was on orders from Moscow that the Baltic republ: 
the polluting steel and chemicals plants that s 
wanted labourers from Russia. That, too, is how Uz 
came to grow nothing but cotton, so that now it ca 
feed itself and its children die in their thousands. fro 
chemicals the cotton-growers pour on the land. 


Walk before you bolt 


In his effort to pump life back into this centrally st ang 
economy Mr Gorbachev has sensibly been giving som 
nomic powers back to the republics. In the hope of sp 
the nationalists’ guns, he will argue to the party's Cent 
Committee next month that the hand-back should hag 
faster and be more far-reaching. That will sound dangero 
conservatives, already worried that power is slipping oi 
party control. Ethnic Russians living in non-Russian - 
lics will dislike it, too. But it will be much less than th 
nomic autonomy, not to mention independence, that r 
nationalists are demanding. So what should they do now 

Murderously-minded nationalists, those wishing t 
freer to do to the minorities within the borders of the 
republics what Stalin did to them, will continue their s 
attacks. This will ensure the arrival of more troops and 
on their streets. But for the thinking nationalists the bes: 
tic in the battle for self-determination may be to tone d 
their demands and take Mr Gorbachev at his word. © 

Estonia shows what can be done. Using even the 
freedom that Mr Gorbachev has given them so far, E. 
are now selling land into private ownership and usi 
discretion in setting tax rates for co-operatives to nurtu 
vate industry. The next step is to push as wide as poss 
Soviet Union's opening door to the outside world: an 
western investment and know-how. 

So long as the Gorbachev reforms remain on t 
tionalists have more to gain by fitting in with th: 
colliding with them. Their immediate aim should | 
store their economies. Once they can stand up fori the 
economically they will be better placed to mak 
freedom. And, who knows, by then even Russia ay 
seen the wisdom of letting some of its captive p peoples 










JES, as Vice-President Dan Quayle acknowledged this 
. week, the United States does have a “moral responsibil- 
to the Nicaraguan contras. But no, this will not be ful- 
as Mr Quayle implied it would be, by dishing out dol- 
| keep them suspended in no-man’s land. The 
raguan government has agreed with its neighbours that 
ebel army sitting in Honduras should be disbanded in 
ext three months: denied bases, the soldiers would ei- 
'eturn voluntarily to Nicaragua, where they are promised 
mnesty, or go off somewhere else. The only place they 
| want to go to is the United States. 

old it right there, say the Americans. After trying, half- 


































edly, to scupper the Central American accord, the Bush 
stration now goes along with it, but reluctantly. Con- 
esettlement in the United States, it insists, is not on the 
nda. The onus is on Nicaragua to convince the rebels that, 
return, they will be going home to a secure and demo- 
: land. America's expectation is that the rebels will not 
30 convinced, and the December deadline will be missed. 
The case for seeking, or bringing about, such a delay is 
at the presence of armed guerrillas across the border will 
pel Nicaragua's leaders to fairness in their February elec- 
1. This is barely plausible—who believes that the Ameri- 
cans still have the will to resuscitate a war that has caused 
em so much grief?—but it does give Mr Bush, who moved 
üftly to extricate himself from his predecessor's commit- 
ment to a military solution, the chance to soothe conservative 
ath at his “betrayal” of the contra cause. 

. Enter Congress. As part of the extrication process, Mr 


et cash compete 





OICE is something that few reasonable people would 
turn down, especially when it means the chance to pay 
for something. Yet in 1980 Britain's supposedly pro-mar- 
government decided that Britons should be protected 
1 being able to choose between paying more for goods 
+ a credit card or less by paying cash. That lack of choice 
forced on retailers by an oligopoly of big banks, which 
> meanwhile making profit on the capital employed in 
-credit-card businesses of 40-50%. It is hard to imagine a 
r case of the abuse of a dominant position. On August 
1 the Monopolies and Mergers Commission, having stud- 
he credit-card market for the second time, repeated its 
recommendation that the banks’ "no-discrimination"' 
at is, no choice) rule should be banned. And again the 
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ritain should ban credit card networks from forbidding retailers to offer discounts for cash 


Bush gave Congress the power to cut off humanitarian aid to 
the contras on November 30th. If Congress decides that the 
Central American accord is being undermined, it will exer- 
cise that option. And congressmen, who lost votes and 
friends as they threaded their way in and out of the contra 
dance, might then accept that the fundless fighters deserve a 
generous coda. i TN 


Allow them in 
At most there are 12,000 contras in Honduras: with their 
families, fewer than 40,000 people, not all of whom would 


want to come to the United States though most probably. 


would. There are precedents for welcoming in combatan 
who were once on the CIA's payroll: Cuban exiles recruited a. 
1961 for the Bay of Pigs invasion stayed on in Florida; Hmong 
tribesmen were plucked out of Laos. A Nicaraguan colony in 
full-to-bursting Miami exists already: many contra leaders are 
there (the administration, to refute the argument that it is 
prepared to accommodate brass but not privates, is now cut- 
ting the leaders’ pay-cheques) together with about 100,000 
other Nicaraguans, refugees from a broken economy. 

If the contras and their families were to join them, it 
would be hard to squeeze their numbers into America's exist- 
ing categories of legal immigrants or refugees. But creating 
special categories is thinkable: for Soviet Jews, for Vietnamese 
boat-people—and for Nicaragua’s one-time freedom-fighters. 
The Americans cherished them, praised them, exploited 
them, and now, with all passion spent, have the chance to 
bring the tale to a semi-honourable if not happy close. 








government is unsure whether consumers should be allowed 
to choose. The secretary of state for trade and industry, Mr 
Nicholas Ridley, is still thinking about it. 

To ponder well, he has to be clear about the two-tier struc- 
ture of the market he is pondering about. As the monopolies 
commission points out in its new report, the credit-card mar- 
ket is becoming more competitive after years of domination 
by an excessively profitable oligopoly. Greater freedom in re- 
tail banking is drawing in new suppliers of credit cards, such 
as building societies and small banks, and this is putting some 
downward pressure ori interest rates. " hat is a tempting argu- 
ment for leaving well alone: the no-discrimination rule is a 
contract freely entered into between retailers and card suppli- 
ers, so the government should mind its own business. 
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€ TS, ed becoming more competitive: borrow- 
„ers can now choose, for instance, between lower interest rates 
at Save & Prosper and higher rates at Barclays Bank. But the 
card performs another task, too: it operates a system of pay- 
ment. With both credit cards just mentioned the payment 
system is the same: Visa. The competition to supply this ser- 
. vice is not, and probably cannot, get much fiercer. 

There art o dominant systems of plastic payment: Visa 
and MasterCard/Access. The cost of setting up a new, inter- 
national network is huge, so barriers to entry are high. 
Charge cards that do not provide credit, such as American 
Express, and retailers' own payment schemes handle only spe- 
cialist parts of the market. Technology is changing the busi- 
ness, offering the prospect of payment-cards that debit the 
holders’ bank account directly from the shop counter. Whose 


leaning on the Fed 



























Managing American monetary policy is hard enough already 


MINCE the stockmarket crash of October 1987, Mr Alan 
Greenspan, chairman of America’s Federal Reserve, has 
done a difficult job well. He provided liquidity to the mone- 
tary system when the danger of a slump in output required it, 
and then he gently tightened monetary policy as fears of reces- 
sion gave way to fears of inflation. His skill is one of the rea- 
sons why the American economy has a good chance this year 
of landing softly, with low inflation and continuing economic 
growth. The biggest reason why this might not happen is that 
the administration is doing what it can to prevent it. 

The making of American economic policy is by turns puz- 
zling and comical. The Federal Reserve is responsible for 
monetary policy. It steers interest rates and keeps an eye on 
monetary growth; as a result it has a big influence on the value 

. the dollar. The administration and Congress are jointly 

' "responsible for fiscal policy; as a result, they too have a (less 
direct) influence on interest rates and the dollar. Co-ordina- 
tion between the two spheres of policymaking would seem to 
be essential. Yet in recent years the two spheres have been not 
merely unco-ordinated but also opposed. 





. Only the names have changed 
Friction was at its worst during President Reagan's first term, 
"when the Fed was under the chairmanship of Paul Volcker, a 
- Carter-appointee. Mr Volcker was determined to squeeze in- 
flation. Mr Reagan wanted to cut taxes and spend hugely on 
lefence, and Congress to spend hugely on everything else. 
The result was a dreadful mixture of expansionary fiscal pol- 
icy and disinflationary monetary policy—massive budget defi- 
. cits and interest rates to match. Squabbling between the ad- 
.. ministration and the Fed over monetary policy made matters 
-worse. It added to uncertainty in financial markets, and prob- 
ably meant that interest rates had to be higher for the same 
. disinflationary effect. Wall Street knew who was right—wit- 
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pating shops and restaurants is need. 
Visa and MasterCard will dominate. | 
Such dominance has its attractions, in the same wa 
standard gauge for railways does. Plastic becomes mor 
the more widely it is accepted, and there are clear ec 
of scale in processing payments. The problem: 
credit or debit cards comes when a dominant - 
abused to force up prices. The price of the payment 
negotiated between retailers and the networks; cur 
tailers pay around 4% of the value of a transaction. Fe 
cards, retailers have shown that they can force rates 
than that; but the bargaining is still lop-sided. Ca dce 
bility is a powerful weapon for networks and banks. 
discrimination rule makes it more powerful, since retai 
thus prevented from encouraging cash to chivvy plas 
is the best reason for scrapping it. T? 






































































ness its anxiety when Mr Volcker left in 1987, 
Until earlier this month, the Bush administration 
seemed friendlier to the Fed. The political loyalties o 
Greenspan, a Republican and a Reagan-appointee, 
hardly be in doubt. Officials agreed that the economy w 
need to slow this year from its growth of 4.4% in 1988: 
sort of growth with capacity already fully stretched was su 
mean higher inflation. But just before the Fed’s main tx 
making committee was due to meet on August 22nd, th 
ministration returned to its bad old ways. Mr Ric 
Darman, director of the Office of Management and Bud, 
publicly told the Fed to worry more about recession and 
about inflation—in other words, to cut interest rates. —— 
Mr Darman is bidding for intellectual leadership o 
Bush team. Fine. He is an extremely clever man. His re 
speech about American consumerism and short-sightec 
(now-nowism, as he called it) hit many of the right targets 
a far less clever man could see that public sparring with 
Fed, though good for one's profile in Washington, is bas 
the economy. If the case for lower interest rates is : 
there is nothing— not even the treasury secretary, Mr? 
las Brady—to stop the budget director putting it: 
Greenspan in private. Public disagreements mak 
Greenspan's task immeasurably harder. D 
Luckily the industrious Mr Darman can find plen 
cupy him back in his own office (see page 23). True, t 
get deficit is not the threat that it was. Congress and 
ministration have failed to cut it by much in dollar tei 
by merely failing to push it higher they have caus 
shrink in relation to the economy. (It was 6.3% of GD 
and will be roughly 3% of GDP in the current year.) 
a smaller deficit would help America's trade gap 
which in turn would make it easier for the admi 
keep the country open to international trade (a dt 

























































a oer morietary rein withoi ds 

wer interest rates would spur investment, and ease ie diff. 
lties that the debt-strapped parts of the economy have got 
emselves into. 

The budget deficit is a smaller nuisance than before, but it 
still a nuisance, and an entirely avoidable one. Before long, 
oreover, it could. easily be a big nuisance all over again. The 
-ession that the administration may bring about by squab- 
ing with the Fed would cause it to soar. Farther ahead, as 
oe Mr Darman knows, is a time when the social 





: STOCKMARKET signin has long been the dream 
"Y. of almost every ambitious small company in Britain and 
rica. The prospect of issuing paper for cash—and freeing 
mselves from the tyranny of banks and interest rates—has 
n generations of entrepreneurs to build their businesses 
ize where they could go public. Once quoted, a company 
ained on the stockmarket forever—unless it was taken 
r bya rival. No longer. More and more companies on both 
des of the Atlantic want, like Greta Garbo, to be alone. 

-. In America, managers (and bankers and backers such as 
Kohlberg Kravis Roberts) have paid around $250 billion (or 
xughly 7% of the current market capitalisation of the New 
rk Stock Exchange) to take companies private since the 
inning of 1983. In Britain, buy-outs of public firms are just 
tching on as ambitious managers and sources of the neces- 
y money discover each other. 5o far, completed buy-outs 
ount to around 3. 596 of the London market's worth. 
There are two reasons for this. The first is a positive one: 
bition. Managers want to expose themselves to a blend of 
c and reward other than by starting their own firms. Get- 
equity through buying out their shareholders or, as a 
agement team, buying into another firm offers a way to 
epreneurship in a going business. Fair enough: this can 
p revitalise the American and British economies. 

‘The second reason is less cheerful. Many managers and 
repreneurial founder-shareholders are fed up with the 
ort-sightedness of the stockmarket. Institutional investors, 
has pension funds and money managers, have become 
n more demanding and capricious than bankers. Since 
y themselves are measured and rewarded by short-term 
formance, they tend to use the same criterion when choos- 
| their investments. Company managements feel that the 
ed to maintain short-term profit thwarts their long-term 
nning and investment. Investors think that "long-term" is 
phemism for manana, or for capital misspent. 

There can be no clear answer as to which side is right. 
mpany managements can and do go to long-term sleep. 
stitutions are certainly being gingered into short-term per- 
dani yet insist that they listen when told credible stories 
bout long-term investment needs and R&D. Whoever is 














security fun: 


to hold down the budget deficit) will go into t . Todays 
workers are saving (through social-secutity contr butions): too . 
little to provide the benefits they expect in their old age. 
America in general i is saving less than it should, mainly be- 
cause the country’s tax system makes debt look cheap. 

So when Mr Darman has agreed with Congress to cut the 
budget deficit from $160 billion this year to $100 billion next, 
as the law for the moment requires, he can devise specific 
proposals on these longer-term budget matters. In the mean- 
time, the Fed will get along just fine without him. 





right, ‘hie -— remains. And a as morë Dus wot 
about recessions just around the corner in Britain and Am... 
ica, so it looks set to accelerate; private firms now feel better. 
placed to ride out a slump than short-sighted public ones. 

The vogue of privacy worries institutional. shareholders. 
They think managers are virtual insider-traders when they 
bid to buy out their shareholders. Why would the managers 
pay a 25% premium for our shares, investors ask, unless they 
know something we, the owners, do not? It is not always as 
simple as that. Often, the difference is that managers and 
bankers are prepared to take a three- or four-year view of the 
company instead of the institutions’ shorter-term one. 

Perversely, institutions favour buy-outs of listed firms 
done for the worst reasons—to protect existing managers 
from a hostile takeover. Institutional investors claim that 
since the managers do not initiate such deals they are less 
prone to conflicts of interest than managers who do. Yet what 
may be ideologically sound can often lead to a firm becoming 
strategically unsound. Evidence from America suggests that 
companies that have piled up debt to avoid being taken over, 
such as Phillips Petroleum, have crippled themselves. By cc 
trast, companies which made a considered. internal decision 
to go private, such as Levi Strauss, a jeans-maker, have im-- 
proved their performance dramatically. 








Profit from privacy 


Whatever drives the buy-outs, big investors will have to work 
out how to profit from this trend by holding stakes in un- 
quoted firms. British fund managers find this particularly 
daunting. Most of their portfolios consist of risky equities and 
safe gilts, with the shares carefully spread across many compa- 
nies and their value continuously monitored on the stock- 
market. If the privacy trend gathers pace, institutions will 
move into a world of hazier share values where they must take 
larger stakes in fewer companies to preserve their influence. 
Risky as it sounds, that might be a welcome development. It 
would force institutions to become more proprietorial and 
involved in industry. Sad, however, that this will be bought at 
such a price of cay and meee 
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In the land of the rising gun 


FROM OUR TOKYO CORRESPONDENT 


NE of the endless "we-are-different" 

myths with which the Japanese like to 
delude themselves is that—unlike western- 
ers—they are not plagued with serious 
crime. This complacency has been shattered 
by the grisly story of Tsutomu Miyazaki, a 
27-year-old Tokyo printer who was arrested 
earlier this month. He has confessed to kid- 
napping three kindergarten-aged girls over 
the past year and brutally murdering them. 
~ .two cases he hacked the bodies to pieces, 


_. nding the remains of one of them to her 
parents; in the other he filmed the corpse 


for his videotape collection (which already 
included 6,000 pornographic and violent 
tapes). Japanese newspapers and television 
have given obsessive attention to the 
killings. Now the new justice minister, Mr: 
Masao Goto, has said he thinks the mur- 
derer should be executed. 

Such macabre mutilation and slaughter 


. Jis rare; but serious crime in general is far 
^ .more common in Japan than anyone wants 


; _ to acknowledge. It is true that Japan enjoys a 
— remarkable lack of vandalism and street 


- erime, and by the official statistics Japan's 


: overall crime rate in 1986, the latest avail- 






able year, was a quarter of America's and a 
fifth of West Germany's. But under-report- 
ing of crime by the police—who win promo- 
tion through seniority rather than a good ar- 


test record —makes Japan seem a more law- 
-abiding place than it is. And it is less law- 
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abiding than it was, even a few years ago. 

It now seems, too, that fewer crimes are 
being solved. Traditionally, the police have 
displayed, well, Japanese levels of productiv- 
ity: over the years, arrests have been made in 
two out of three cases in Japan, compared 
with fewer than one out of two in West Ger- 
many and an alarming one out of five in 
America. But Japan's National Police 
Agency has just reported that the ratio of 
arrests to crimes fell from 6296 in the first 
half of 1988 to a record low of 4796 in the 
first half of this year—only the second time 
since 1945 that the arrest rate has dipped 
below 5096. The heavy security demands 
placed on the police during Emperor 
Showa's funeral in February no doubt 
played a part. But the nature of Japanese 
crime is changing as well In particular, 
organised crime is tightening its grip. 

More money than ever is being spent on 
entertainment in Japan, and prostitution 
and protection rackets have thrived along- 


side it. So have other rackets. One of the- 


latest forms of extortion being practised by 


Japan's 3,200 organised-crime gangs (yaku- 


za) is to bump into motorists on the road, 
then force the victims to settle the gangsters’. 
"damages and injury" out of court. The 
gangs have also cornered the market in ille- 
gal immigrants, now estimated at some 
200,000. Young women are recruited in 
Thailand, Australia and the Philippines and 













sold to brothel-keepers in the Japan 
inces, where few questions are as 
yakuza also run most of the illega 
from Pakistan and Bangladesh w 
construction sites all over Japan. = 
The biggest single source of 
money, though, is drugs. They are re 
to account for more than a t 
organised crime's Y1.3 trillion ($9.3 
annual income. Their share of the to 
be increasing. Even though the size of 
market was growing, the police managec 
year to seize only half as much cont 
drugs as they had in 1987. ; 
The gangs are becoming 
more business-like. Membership i 
as high as it was in the early 1960s, but 
risen steadily in recent years. “Super g 
have emerged. Some 40% of the { 
gangsters known to the authorities no 
long to one of Japan's three main crime 
dicates (up from 2296 ten years ag 
Yamaguchi-gumi, Inagawa-kai and Su 
shirengo. Yamaguchi-gumi alone is though 
to have more than 20,000 members. - 
The disclosure of the awful child-m 
ders has thrown a spotlight on the rise: 
non-yakuza crimes as well. An ugly f rm 
juvenile delinquency has strutted on to 
scene. Those famously safe night-time 
streets now seem much less so—fatal 
so in some recent cases—to ordinary Ja 
nese who have the misfortune to anni 
increasing numbers of motorcycle 4 
The Ministry of Justice reports that in thi 
first half of this year more crimes were c 
mitted by people aged 14-19 than b 
adults—the first time this has evet 
pened. Serious crimes such as robbe 
murder committed by young girls ha 
rising especially fast. - | "s 
Politicians worry that the publ 
given to the child-murders could pr 


































































































at killings. Many Japanes 


ped to provoke his acts. In Chiba, a run- 
own prefecture across Tokyo Bay, the gov. 
nor has banned the sale or rental of vio- 
nt videos to anyone under the age of 18. 
ate prefecture in i: north of Japan has 
llowed suit. 

These are feeble gestures, but then Ja- 
in does not know what has hit it. Various 
nations for the crime wave have been 
ed. Some point to the growing divi- 
of Japanese society into haves and have- 
‘Others blame the Ra self-in- 
ence of the new consumer culture (the 
d-murderer, for one, was a spoiled brat 
a rich family). 

Whatever the reason for the crime wave, 










































^HINGS could be worse," Mr Kim 
Å Dae Jung observed bitterly as he 
emerged from the state prosecutor's office at 
one in the morning on August 23rd. Nine 
years ago Mr Kim was accused by the South 
Korean government of working for the com- 
munist North. He was tried in secret and 
ntenced to death, and was let off only after 
erica intervened to save him. Now that 
is the respectable leader of the biggest 
ty in South Korea’s parliament, the pros- 
tors have to treat him more gently when 








ild-murderer's collection of horror videos : 


oh isti in the ieee to sahate with Kim 


the Japanese have no o fresher ideas than ny- 
one else about how to stem it. Mr Goto, the - 


justice minister, has declared himself un- 
moved by calls to abolish the death penalty 
(which is carried out in Japan no more than 
two or three times a year). He would like to 
lower the age, now 19, below which crimi- 
nals are tried as minors (and are conse- 
quently immune from real punishment). For 
its part, the National Police Agency is lobby- 
ing for more generous powers. It would espe- 
cially like the authority, already enjoyed by 
prosecutors in America and Italy, to seize 
the assets of accused drug barons before 
they are put on trial. If this sounds depress- 
ingly familiar to westerners, it is: from the 
policeman’ s point of view, Japan is looking 
more and more like any other rich society. 


The case of the simple spy 


rea's politics is sounder than it was, but it is still not as sound as Korea's 
omics. Our special correspondent sends two reports from Seoul 


they call him in for questioning. But, in al- 
lowing Mr Kim to be harassed, the govern- 
ment shows it does not yet fully understand 
all the precepts of a free society. It also 
shows a puzzling craftlessness. 

It is alleged that Mr Kim accepted 
$10,000 from the North via Mr Suh Kyung 
Won, a member of parliament who be- 
longed to his party; and that, knowing Mr 
Suh made an illegal trip last year to North 
Korea, he waited too long before telling the 
government about it. The only evidence so 
far revealed is Mr Suh's confession, which 
was made without legal advice and after he 
was kept awake for several nights running. 
The prosecutors say they have other evi- 
dence, and have firmly indicated that they 
intend to charge Mr Kim. 

Whether Mr Kim took money from Mr 
Suh does not fuss Korea's worldly politi- 
cians. "Politics in this country 
could not work without those 
discreet brown envelopes," 
says a western diplomat in 
Seoul. Mr Suh himself is an in- 
nocent, a former farmer who 
bemused his fellow parliamen- 
tarians by pricing things in 
bushels of rice rather than in 
dollars. Why he went to the 
North is not entirely clear, 
though he is said to have ad- 
mitted that it was he who asked 
the North Koreans for 
money—he bid for $100,000 
and got half that—rather than 
they who pressed it on him. In 
any event, he hardly seems the 
master spy that the South Ko- 
rean police allege him to be. 


Nor does it matter much when Mr Kim 
knew about Mr Suh's trip to Pyongyang. 
The draconian National Security Law, 
which Mr Kim is said to have broken, has 
few defenders. For a time the government 


agreed that it should be changed, or even 


scrapped; now it does not. | 

Whether Mr Kim is or is not charge ` 
the incident suggests that the liberalisatk 
of President Roh Tae Woo's government 
may have stalled. When, in February 1988, — 
Mr Roh became the first democratically 

elected president in a generation, it was clear 
that the machinery of government needed 
some work. The secret service was too pow- 
erful. Military men appointed to high posi- 
tions needed to be replaced. The country’s 
regions were due for a degree of autonomy. 

Much has been accomplished, but a lot 
remains to be done. Mr Roh’s caution in 
pushing the government towards reform 
may be a sign of astuteness (one of the 
smartest leaps to democracy in East Asia 
came under the equally tortoise-like Chiang 
Ching-kuo in Taiwan). More. likely, it is a 
sign of weakness. Mr Roh leads an uneasy 
alliance of remnants of the old regime and a 
new, more liberal wing. Whenever he comes 
ander pressure from conservatives, he finds 
it politic to complain of “rising leftism’’ in 
every institution from schools to shipyar 
Mr Kim I! Sung, the North's batty dictate., 
is a useful bogeyman. 

That tactic proved successful at a by- 
election in Seoul last week, where the ruling 
party used the Suh incident to bash the: op- 
position (see table). Mr Kim's candidate 


i managed to come in a respectable second, 


increasing his vote at the expense of the 
other opposition parties and demonstrating 
the continuing presence—in Seoul, at 
least—of a big minority that disagrees with 
Mr Roh. 

Still, the ruling party handsomely in- 
creased its share of the vote, and the three 
opposition parties show no sign of sinking 
their differences. In the National Assembly, 
they compete for power: They are strong 
enough to demand to be consulted by the 
government but too weak to exert influence 
on policy. With the ruling party thus in at 
least as good a position as it was when Mr 
Roh won the presidency in 1987, its legal as- 
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At least the tediously constant roster of 
Korean politics—the three Kims who lead 
the main opposition parties have been on 
the political stage for 30 years—may be in 
for a change. The mayor of Seoul, who rules 
more than a quarter of the country’s popula- 
tion, is to become an elected politician 
- rather than a presidential appointee. Seoul 
-is the only part of the country that does not 
< now have a strong allegiance to one of the 
» four party leaders. The new mayor will have 
^ a chance in the city to build support in the 
. mation at large. The first mayoral election 
. was going to be held before the end of this 

year—but, like so many other matters in Ko- 


a Tea, the legislation that must precede it has 
a Een delayed. 












In the wake 
of the won 


^HE double-digit growth had to end 
sometime. Sometime is now. After three 
years of real GDP growth of 1296 and above, 
the South Korean economy is expected to 


sounds good, but many Koreans have been 
fretting that two years of high wage settle- 
ments and a steeply rising currency may 
soon stall the export engine that has driven 
economic growth. Áre they right to worry? 

.. Not yet, say the experts. The Korea 
Development Institute (KD), the govern- 
ment's economics think-tank, has just is- 
sued a private report which says there is 
nothing seriously wrong with the economy. 
The predicted growth of 796 for this year is 
down from KDi's earlier estimates of 8%. But 
it thinks exports will be $66 billion, only a 

tle below the government's target of $70 
.. lion. It predicts a current-account surplus 
of $7 billion, down from last year's $14 bil- 
lion; that. would be nice to wave in the 
Americans’ faces when they start complain- 
ing again about Korean trade practices. 

All of which adds up to just the kind of 
gentle slowdown that. Korean economists 
have been hoping for. The past three years 
- of breakneck growth had built up a lot of 
-." pressure on prices. The government has suc- 
< cessfully been releasing it, by measures that 
.. vary from the sensible (liberalising imports) 
. to the peculiar (cutting petrol taxes when 
< Korea's roads are already miserably choked 
.. with cars). The result is that the annual rise 

in consumer prices fell from 7.196 in 1988 to 

5.396 in the year to July. Despite wage settle- 
ments running at 18-2096 last year and this, 
the government feels relaxed enough about 
- inflation to be talking about a 1996 increase 
^ in. public spending for next year, with no 
" Berga (which would bring the budget 
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Andia and Sri Lanka 
clock up a mere 7% this year. That still 


out of surplus and into balance). 

One thing that has helped keep prices 
in line is the appreciation of the won over 
the past two years. Small companies have 
sum squeezed by the restructuring this has 





FROM OUR CORRESPONDENTS IN COLOMBO AND DELHI 


OR months Sri Lanka has been de- 
scribed as being on the brink of an 


abyss. But, as is sometimes said about 


Northern Ireland, the abyss gets moved. 
This week Sri Lanka and India were doing 
their best to give it a shove. 

The two countries are in conflict about 
the soldiers India sent into Sri Lanka two 
years ago in what was seen at the time as a 
useful effort to bring peace to the island. Sri 
Lanka’s President Ranasinghe Premadasa 
now desperately wants the Indians to go. He 
has tried, without success, to order them 
out. Now he is pleading with them. Only 
their departure, he has told India, will en- 
able him to retain his waning authority. The 
alternative is the collapse of civil govern- 
ment in Sri Lanka and its replacement by 
military rule. 

India seems at last to be taking Mr 
Premadasa’s pleas seriously. To give him 
breathing space it has already withdrawn a 
token 600 of its 45,000 soldiers. Officials of 
the two countries meeting in Delhi this week 
have been discussing when the remainder 
might leave. India has suggested next Febru- 
ary. Sri Lanka says they must go this month. 
December may be the compromise. 

The Indian prime minister, Mr Rajiv 
Gandhi, is not going to be hustled, even by 
the tears of Mr Premadasa. He has a general 
election coming up and needs to protect the 




















pede over the past year. 
dictably grouse that the 
gether with big wage settleme 
them. The government th 
to be listening to the complai; 
Roh Tae Woo said he thought the 
now strong enough. His trade minis 
Han Seung Soo, actually mentioned a 
ber he liked: 690 won to the dolla 
pared with this week's 668. = 
A weaker won could mea: 
prices at home, and with the 
cans in trade talks abroad. It 0 
down a process that the g 




































to higher-value-added. manufa 
port subsidies and devaluatior 
nessmen and the Ministry of Tr: 
dustry are pressing for, “would delay 
than stimulate, the structural adjustm 
are keen on," says one economist. | 
Koreans should be reminded that the 
fits of such an adjustment can be great 
at Japan after the strong yen. 








































honour of the Indian army, which ha 
around 1,000 men in Sri Lanka. Vot: 
the southern Indian state of Tamil. 
would be aghast if India left Sri La 
Tamils unprotected. India's one succi 
Sri Lanka is the setting-up of a Ta 
provincial council in the north-east 
fears that the Tamil Tigers, who want 2 
rate state in the island, would destro 
council (and any Tamils who coope 
with it) if the Indian force were with 
too quickly. 

In the Delhi talks India has bee : 
manding guarantees for the council’ 
vival. The most practical guarantee v 
be a promise by the Tigers to give u 
arms. This is so unlikely that India w 
to accept a fudged guarantee if an agi 
is to be signed. Fudging appears ti 
agenda. The agreement will prop 
Tigers be invited to sit on a comm 
would appoint a force responsible 
rity in the north-east. This would 
the Tigers supported democratic rc 
India, the Sri Lankan government 
north-east council would also be 
sented on the committee. India wou 
out a unit of its soldiers at a time, lea 
Lanka to replace the Indians with a" 
force acceptable to the local people". 

Whether such an agreement save 
Premadasa's skin probably depends or 
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- Duty neatly done? 





he puts it over. In his favour is Sri Lanka’s 
longing for peace. More people have been 
killed, unpublicised, in Sri Lanka over the 
past five months than the 500 or so who 
have died during this time in Beirut. Most of 
the present killings are being blamed on the 
revolutionary group known as the jvr, 
which claims support from the Sinhalese 
majority. The JvP, which recently shot dead 
a number of television people, claiming, cor- 
rectly, that Sri Lanka's broadcasting sta- 
tions support the government, has now 
threatened to kill soldiers’ families unless 
the soldiers resign. The soldiers have said 
that if this happens they will turn their guns 
on JYP families. 


y Murder most foul 


FROM OUR INDIA CORRESPONDENT 


OOR Rajiv Gandhi. It is not enough 

that the Indian prime minister’s oppo- 
nents accuse him of being incompetent 
and corrupt. They are trying to implicate 
him in a murder plot. 

To begin, more or less, at the begin- 
ning, on August Ist the Bombay police ar- 
rested Mr Kirti Ambani, a senior execu- 
tive of fast-growing Reliance Industries, 
India’s largest company. He was accused 
of being involved in an attempt to murder 
Mr Nueli Wadia, the chairman of a rival 
concern, Bombay Dyeing and Manufac- 
turing. The published evidence against 
Mr Ambani is slender almost to the point 
of being invisible. According to the Bom- 
bay police, the underworld character who 
masterminded the would-be murder had 
Mr Ambani’s visiting card in his pocket. 
As for the motive, or rather lack of it, Re- 
liance is far too big to fear competition 
from Mr Wadia's company. 

The case seems to be political. Bombay 
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Against this dreadful background, Sri 
Lanka's other problem, its near-bankruptcy, 
looks refreshingly normal. Its foreign-ex- 
change reserves at the end of July were 
barely sufficient to pay for two weeks' im- 
ports (down from a 13-week cushion when 
Mr Premadasa took over in January) A 
team from the International Monetary Fund 
arrived in Colombo this week, and seemed 
willing to release $89m of a loan agreed to 
last year. The money had been due in 
March, but the IMF was not then satisfied 
that Sri Lanka was sufficiently austerity- 
minded. The country, like it or not, is now 
in an austere mood. 





lies in the state of Maharashtra. The chief 
minister is Mr Sharod Pawar. In 1976 he 
fell out with Mrs Indira Gandhi, the then 
prime minister, and returned to the ruling 
Congress party only in 1986. When Mr 
Pawar was made chief minister in 1988, it 
was on the understanding that he would 
not try to secure for his own nominees any 
of Maharashtra's seats in the federal elec- 
tion due by this December. 

Since then the Congress party has 
started looking weaker. Mr Pawar now 
wants his people to get Congress's nomi- 
nation for 38 of the state's 48 parliamen- 

tary seats. Mr Gandhi has been advised to 
sack Mr Pawar as chief minister. Mr Pawar 
believes that the Reliance chairman, Mr 
Dhirubhai Ambani, a friend of Mr Gan- 
dhi, is behind this advice (the chairman is 
no relation to Kirti Ambani). The enthu- 
siasm of the Bombay police to charge Mr 
Kirti Ambani is, it is generally believed, 
intended as a warning to Mr Gandhi to 














China and Hongkong 
Impolite 
conversation 


FROM OUR CHINA CORRESPONDENT 


LAIN speech never features much when 

British and Chinese officials mention 
the subject of Hongkong in public. The Brit- 
ish worry about upsetting the Chinese by 
pressing too hard about Hongkong's rights 
after China takes over in 1997. The Chinese 
fear they may lose face, or at least their bar- 
gaining supremacy. The platitudes are 
mouthed: Hongkong will prosper because 
China has promised it “a high degree of au- 
tonomy'; the Basic Law (constitution) 
which China is drafting for Hongkong will 
ensure the promise is kept; anyway, China 
will not want to harm a place that delivers it 
so much investment and foreign exchang 

So imagine the surprise when Mr Bat 
Wiggham, a Hongkong government official, 
said on August 14th that several parts of the 
Basic Law “need further examination”. He 
then asked: "Is there a need for the PLA 
[China's People's Liberation Army] to be 
stationed in Hongkong in time of peace?" 
The Hongkong newspapers that China fi- 
nances immediately denounced his remarks. 
Then China's own official press railed that a 
"Hongkong government official openly in- 
terferes with the Basic Law”, and a foreign- 
ministry spokesman appeared on state tele- 
vision to say the same thing. At which point 
Mr Francis Maude, the new Hongkong man 


lay off Mr Pawar. Anyone who thinks 
such speculation too ludicrous to be taken 
seriously has scant knowledge of the 
strange ways of Indian politics. 

The plot thickens. A leak from the 
Bombay police suggests that Mr Wadia 
was just one name on a hit list of 12, 
headed by Mr Gandhi's main political op- 
ponent, Mr V.P. Singh. Mr Gandhi has 
taken a cool view of the affair, merely in- 
sisting that the case be investigated by the 
Central Bureau of Investigation (cBI) and 
not the Maharashtra police. The plot 
thickens further. The Indian Express, a 
newspaper that supports the opposition 
and has ties with Mr Wadia, has alleged 
that the head of the cai, or rather his son, 
has business links with Reliance. 

However that may be, Mr Pawar has 
formally acquiesced in the csi taking over 
the investigation. Mr Dhirubhai Ambani 
says that he believes Kirti to be innocent. 
He has made no comment on the political 
implications. He claims that the affair has 
been got up in order to abort Reliance’s 
share issue, the largest the country has 
known, which opened on August 4th. 
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Lupe 


at t ve British Foreign 
China's charges were "ridiculous". 





— Mr Maude is right. The 1984 agreement 


Britain and China made over Hongkong 
. does give China the right to station its army 


- in the place after 1997. But there is nothing 


aA 
i 


to stop Britain from raising the subject of 


- how that presence is to be regulated in the 
Basic Law, the latest draft of which is alarm- 


2 


‘ingly murky about when China would have 


_ the power to declare a state of emergency in 


the colony (as it did in central Beijing last 
spring not long before the army moved on 
Tiananmen Square). Nor is there anything 
to stop Britain from suggesting to China 
that it should reconsider the whole thing in 
light of Hongkongers’ worries. As Mr 


Maude points out: “It can't possibly be im- 


- proper for those in authority in Hongkong 


to express their concerns, and I hope that 
those in Beijing will take this seriously.” 
= But if it is not improper now, why did 
Britain think it improper before 
Tiananmen? Mr Wiggham did not speak by 
accident. His speech was carefully phrased, 
and was delivered with full knowledge that 
next month the Joint Liaison Group of Brit- 
ish and Chinese officials will resume talks 
originally scheduled for July but postponed 
by Britain after the bloodshed in Beijing. 
Perhaps Britain wants to win concessions 
from China; perhaps it is trying to calm skit- 
tish Hongkong opinion. Conceivably, Mr 
 Wiggham was merely trying, as he claims, to 
- stimulate local interest in the Basic Law. But 
e would have been good reasons to 
“speak up at any time since the 1984 agree- 
ment. With Hongkongers applying in their 
ands to emigrate, Britain's new-found 
toughness may have come too late. 
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: i japore 
We are what? 


a 
FROM OUR SOUTH-EAST ASIA CORRESPONDENT 

FT HE father of Singapore, Mr Lee Kuan 
A Yew, is saddened that the young people 
of his country are not like him, perfect in 
every way. At a rally on August 20th he re- 
called how he and his contemporaries had 


. risked their lives to forge a nation out of 


< 
E^ 


many races. Tears came to his eyes as he 
urged Singaporeans to keep alive that spirit. 
— Defining and preserving Singapore's 
"spirit" has become Mr Lee's obsession. He 
usually refers to it in speeches around Na- 
tional Day, August 9th. Singapore is a small 
country with little in the way of historical 
roots. Some of its brightest people have 
moved elsewhere (4,707 good-conduct cer- 


tificates, which many countries require of 


would-be immigrants, were issued last year 
- to Singaporeans). Mr Lee asked some of his 

younger ministers why they stayed on in Sin- 
— gapore. To make money, he was told. It was 
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Office, retorted that ff 
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ARDINAL JAIME SIN, archbishop 

of Manila, is confident: “In ten 
years, the Philippines will be like 
Japan.... What Uncle Sam promises, 
he accomplishes." The cardinal means 
America's promises to aid the Philip- 
pines. It is committed to pay $962m over 
the next two years for the use of its Phil- 
ippine bases. And it has said it will help 
arrange a multilateral "mini-Marshall 
Plan" worth $5 billion-10 billion to set 
the country on the road to development. 
In Olongapo city, next to America's 
Subic Bay naval base, the cardinal's opti- 
mism seems implausible. Olongapo has 
6,000 licensed bar-girls who are allowed 
to work legally as prostitutes if they pass 
a VD test every two weeks. When a big 
ship docks at Subic, another 6,000 or 


more unlicensed girls swarm into town. 





Entente cordiale 





an honest answer, but Mr Lee would rather 
have heard something more patriotic than 
an eye for the main chance. 

With this in mind, Mr Lee sent one of 
his ministers, Brigadier-General George 
Yeo, to Indonesia to see what Singapore 
could learn from Pancasila, the ideology 
promoted by President Suharto. Pancasila 
has five principles: one god, humanitarian- 
ism, national unity, consensus democracy 
and justice. Singapore would add national 
pride. Mr Yeo told a street party on August 
19th: “We have the best port in the world. 
We have the best airport in the world. To- 
night, we have the best party in the world. 
Tonight, we show the world we don't just 
work hard, we play hard!" Mr Yeo led the 
singing of newly composed patriotic songs, 
"Count on me, Singapore" and “We are 
Singapore”. He is doing his best. 
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A view from the bases M 


FROM OUR SPECIAL CORRESPONDENT IN OLONGAPO AND ANGELES 





America's 25-year lease on the bases is 
up in September 1991, but in Olongapo, 
at least, there is no soul-searching about 
it: everyone wants the lease to be ex- 
tended, for as long as possible. 

Angeles city, next to Clark Air Base, 
is Olongapo's inland rival. It has some 
3,000 registered girls and twice as many 
unlicensed ones. [n bars with names like 
Bare Assets, they pursue a dream: to find 
an "Americano" husband. Many will 
succeed (around half of America’s 
young, single servicemen leave their 
posting with a Philippine bride). Most 
will be rewarded only with sexual dis- 
eases (84 are now confirmed carriers of 
the AIDS virus) and unwanted babies. 

The dreamers get some of the money 
spent by the 20,000 American service- 
men and their 25,000 dependants. But 
the dollars reach far beyond the bars and 
discos. Each year the American Defence 
Department spends more than $500m in 
the Philippines, from buying food to pay- 
ing pensions. At 70,000, the Americans’ 
roster of Philippine workers is second 
only to the Philippine government's. 

This is why the locals have no use for 
leftists and nationalists who tell them 
they are victims of the imperialist ex- 
ploiter. Realism may be about to have its 
day. Philippine politicians who last year 
demanded the urgent closure of the 
bases now talk of their "phased" re- 
moval over ten years. Add to that Singa- 
pore's offer to play host to American 
ships, and a solution glimmers: keep the 
bases American, but let America's re- 
gional allies acknowledge their value to 
them and help pay the rent. Both bar- 
girls and servicemen would rejoice. 





Singapore is shortly to add more people 
to what it hopes is its melting-pot. These are 
the 25,000 Hongkong families that Singa- 
pore says it is willing to take. Many Singa- 
porean Chinese are Hokkien; in the past 
they have considered themselves superior to 
Hongkong's Cantonese. The Cantonese 
women who came to the Malay peninsula at 
the turn of the century often made a living 
through prostitution, so the term “Canton- 
ese woman” has come to mean a prostitute. 

These days, though, Singapore is fasci- 
nated by Hongkong's glamour: its films and 
pop stars are immensely popular. Mr Lee 
says the newcomers "will be absorbed in a 
way which will make them Singaporeans in 
the end”. In the process they may add some 
of Hongkong's flavour to the Singapore 
mix, including a little of its free spirit. 
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< WASHINGTON, DC 


- FT^HE budget deficit, says everybody, or al- 
- A most everybody, is bad. Opinion polls 
consistently put it near the top of the pub- 
.. lic's list of concerns. People worry about its 
^ economic impact—how it contributes to the 
. trade deficit and raises interest rates—and 
- argue whether the correct remedy is to raise 
taxes or to slash spending (or neither, as 
" esident George Bush contends). Much 
... 38 attention is paid to the deficit’ssimpact 
on political decision-making. But these po- 
litical effects are insidious and, if they en- 
dure, could turn out to be the deficit's most 
damaging legacy. 

Start with dishonesty. True, there has 
always been plenty of that around in poli- 
tics. But it. can be argued that the goings-on 
inspired by the budget deficit have plumbed 
new depths. Ironically, the shenanigans 
multiplied when the Gramm-Rudman defi- 
cit-cutting law—which was supposed to in- 
stil fiscal responsibility into Washington— 
came into effect three years ago. Instead of 
making a determined effort to keep all 
spending below the new deficit limits, both 
the administration and Congress promptly 
began to search out ways to get around the 
limits. — 

From the beginning, forecasts were mas- 
saged to produce the smallest possible defi- 
cit. This has happened so often that hardly 

wbody now believes them. Few people 
adye much faith in the numbers produced 
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or my next trick 


by the Office of Management and Budget. 
The predictions produced by the non-parti- 
san Congressional Budget Office tend to be 
thought a bit more reliable (see chart be- 
low). Yet it is the OMB's figures that still 
count for the purposes of meeting Gramm- 
Rudman targets. 

Budget-accounting tricks have prolifer- 
ated. Predictions of the rate at which appro- 
priations will be spent swing up or down at 
will; decisions are suddenly made to write off 
certain outstanding commitments, such as 
food stamps in the 1990 budget. Pay dates 
that fall at the end of the fiscal year are 

moved back and forth so that they 

are included in whichever fiscal 
year suits the mood, and the 
Gramm-Rudman numbers. 

A variation on this sleight-of- 
hand is the gimmickry of moving 
items on or off the budget. The 
Post Office is a good example: 
politicians like to put it on-budget 
when it is profitable and off-bud- 
get when it is not. More objection- 

- able, because more costly to the 
taxpayer, is the growing habit of 
hiding government borrowing off- 
budget. The savings-and-loan bail- 
out is to be partly paid for by $30 

i, billion of bonds issued not by the 

ame  [reasury but by a government 

Py agency, which will have to pay a 

higher interest rate, merely so that 
the costs can be kept off-budget 


and so outside the Gramm-R 
discipline. | 

There are seven other "governm 
sponsored enterprises that issue im 
tains of debt —at the last count, mor: 
$700 billion was outstanding—at 
costs and under less political (and 
control than the Treasury, even thou; 
taxpayer ultimately stands behind 
And where there is no of-budget age 
Congress likes to issue guarantees thai 
pear to cost the budget nothing—until 
have to be met, as they were for depos 
surance in the case of the thrifts an 
mortgage insurance in the current ho 
department scandals. 

All too often, nowadays, the pol 
objective is not how to meet a popu 
mand in the most efficient way but h 
do so at no budgetary cost. Take two: 
political concerns: the 35m America 
out health insurance and the workin 
Respectable arguments can be mäi 
helping the uninsured with gove 
sponsored universal health insuramx 
the working poor with a big expa 
the earned-income tax credit. But bot 
tions would run slap into the deficit. 
stead, Congress has been looking fo 
make employers pay, through levi: 
panies’ health premiums (for theu 
and by raising the minimum W 
working poor). The targeting mt 
curate, the result less efficienti 

















































ands for compulsory parental leave or bet- 
r child-care or clean air? Then pass legisla- 
n requiring companies to spend money 


| these things (as much as $30 billion for 


ammes on to industry undermines com- 
titiveness; it may also discriminate against 


oyers. What about schools, roads, hospital 
re for the poor? Best to get state and local 
'rnments to pick up the tab. Mandatory 
ire passed, minus the money to imple- 


But perhaps the worst habit encouraged 
he deficit is not the making of wrong de- 
ins but the making of no decisions at all. 
onsensus is bound to be hard when a 
xocratic Congress faces a Republican 
esidency. But the deficit has turned a diff- 
y into something approaching paralysis. 
Bush acknowledged this by implication 


country having more will than wallet —a 
ous commentary on the richest country 
ld has ever seen, which is moreover 
joying its longest peacetime boom. Yet it 
hat Washington feels itself too 
f resources to do very much. 
xcept, of course, talk. Over the past six 
onths, politicians of every stripe have 
come up with new ideas for schools, the 
omeless, prisons, drugs, space exploration, 
1e environment. Some of these ideas may 
iave been too bold ($400 billion for a trip to 
Mars); others too timid ($500m for the pres- 
dent's initiative on education). The imple- 
entation of all of them has been hobbled 
one way or another by the budget deficit. 
is tended to make the proposals vague on 
iming and on detail, thereby providing an 
:use for doing little or nothing. 
Foreign policy, too, has suffered. Mr 
i's attempt to breathe new life into the 
to reduce third-world debt was nota- 
or the absence of any hint of new Amer- 
Yoney. And on his visit to Poland and 
gary in July, the missing American of 
s of financial assistance were conspicuous 
his hosts. 
.Yet budgetary pressure is no bad 
ng—in moderation. It encourages the 
rch for efficiency, the elimination of 
ste. In the 1960s America (like most other 
h countries) allowed public spending to 
xot ahead with little thought for value for 
mey, and with dire consequences when 
conomy slowed in the 1970s. And there 
thing like a shot of austerity to identify 
' spending programmes that nobody 
lly wants. Congressmen are hearing vo- 
rous complaints about the catastrophic 
lth-care law for the old that they passed 
: year, complaints that would never have 
irfaced had they not been forced by the 
eficit to make the old meet the costs 
hemselves. | | 





This habit is spreading. Are there de-- 


an air). Yet shoving the cost of social pro- 


rt-timers or those who work for small em- - 


is inaugural address when he spoke of - 





Tcweersthe e : 
inertia of the 1980s. As congressmen drift 


back to Washington over the next couple of 
weeks-—to face the loose ends of the 1990 
budget agreement, the start of negotiations 
on the 1991 budget and a fractious debate 
on raising the Treasury's debt limit above $3 
trillion—they might reflect on the cases 
when extra and open federal spending 


would be preferable to passing the buck to 


industry or local government, or to doing 
nothing at all. 





AIDS 


Life-stretching 
drug 


WASHINGTON, DC 


64 Y , | JE ARE are indeed entering the pe- 


- V riod when AIDS may become a treat- 


_ able disease." Mr Louis Sullivan, the secre- 


tary of Health and Human Services, dared 
not call it curable. Nor is it. But somebody 
who catches the virus that causes AIDS need 
no longer wait helplessly for the symptoms 
of AIDS to appear. New results show that the 
drug azidothymidine (Azt) not only slows 
the progress of the disease. It also delays the 


Protesting the drug shortage 


onset of symptoms. l 
Two weeks earlier, azt had been show 
to help stay the disease in those showing 


early symptoms of AIDS itself. The most re- 
cent study was one of the largest double- 


blind trials of a drug ever done. In 32 clinics 


across the country, 1,300 people had been. 
selected (from 3,200 volunteers) who were 
infected with the Human Immune Defe- 


ciency virus (HIV). Each had only one symp- 
tom of the infection: that the number of im- 


mune cells called T4 cells in the blood had - 
dropped to at most one-third of its normal 


level, or about 500 per cubic millimetre. 
These 1,300 were put into three equal 
groups. Those in one group were given 500 





given a placebo pi 






Il. Neither the doctors nor - 
the patients knew which they were giving or — 
receiving. When the code was broken this 
month, it revealed that 38 of those taking 
the placebo had developed AIDS after two 


| years, compared with 17 of those taking the 


lower dose of AZT and 19 of those taking the 
higher dose. (Those on the placebo were im- 
mediately put on the drug after the code was 
broken.) 

The good news is that AzT halves the 
risk that an infected person will develop 
symptoms in a given períod. The bad news is 
that it merely halves the risk: it does not 
eliminate it. Nonetheless, buying time can 


. make all the difference. One day azrt will 


have prolonged a life long enough for the 
victim to get a full cure. _ AME" 
There are several important implica- 
tions of this study. First, it makes sense for - 
those who might be at risk to get themsely ~ 
tested. qUntil now, they could argue th , 
blissful ignorance was preferable to helpless 
knowledge. Second, the announcement 
caused an immediate 3296 increase in the 
price of shares of Wellcome, the company 
that makes AzT. Investors can do multiplica- 
tion. If all symptom-free infected people in 
America (1.5m or so) were to take AZT as 
well as those with aips itself, the market for 
the drug would increase at least tenfold. 
AZT is an “orphan drug", meaning that 
Wellcome was allowed to market it exclu- 
sively for seven years because its market was 
so small—fewer than 200,000 people. It no 
longer deserves that status, but the matter is 
academic. Wellcome has since hedged AzT 
about with patents, even though it was an 
old drug which had been tried for cancer 
and left on the shelf. This means that 
Wellcome can still charge what it likes for its 
monopoly. To some AIDS activists, the 3296 
jump in the share price is, in itself, evidence 


that the company is profiteering. = 
Mr Peter Arno of the Montefiore Meur 

cal Centre in New York has estimated how 

much a programme of “early intervention” 


in HIV-infected people with AzT would cost: 


several billion dollars. The price of AZT runs 
at about $8,000 a year, but that is for a dose 
of 1,200 milligrams a day. Taking the lower 
dose of 500 milligrams would cost propor- 
tionately less. But add to that the cost of 
doctors and blood tests. Moreover, most of 


| those taking AZT today do so for only a few 


years, for their symptoms are often well ad- 


' vanced when they. start. Since, without 


treatment, the virus resides in the body for 


an average of eight years before it produces 
the symptoms of AIDS, the cost of a course of 
-AZT for the symptomless migh | 
“that—and almost- no 


Wess might run well into 
zT holds the virus in check: it 










‘none in the developing 
countries, ECT mo 


Moreover, resistance to AZT has already 
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Lei aid If idis Sale symptor s take 
the drug for many years, their vitus might 
become resistant to it just when the drug 
could be most helpful: when the symptoms 
appear. And is it worth suffering the side- 
effects of AzT? The drug makes some people 
very ill, though the present study did find 
many fewer side-effects at the lower dose. Dr 
Mervyn Silverman of the American Foun- 
dation for AiDs Research says he hopes that 
one day doctors will be capable of reducing 
both side-effects and resistance by using AZT 
in careful combination with other drugs, in 
particular DDI (dideoxyinosine) and DDC 
(dideoxycytidine), two drugs currently prov- 
ing quite effective, but also quite side-effec- 
tive, in trials. 

Progress, by its nature, does pose dilem- 
-mas. And this news is progress for the many 
people who have learned to expect the worst 
from the HIV virus: the best progress yet in 
the battle against AIDs. 





Beef 
More at stake 
than steak 


DALLAS 


FTER seven months of quarrelsome de- 
bate, and one tranquil month crossing 
the Atlantic, 18 tonnes of Texan-produced 
hormone-free beef arrived in Liverpool this 
week. This, the first of 20 such shipments to 
EEC markets, marks a victory for Mr Jim 
Hightower, Texas’s agricultural commis- 
sioner, over the United States Department 
of Agriculture. At a dockside ceremony, as 
the container ship left Houston, Mr High- 
tower claimed that “more was at stake than 
steak". 
Mr Hightower has been deeply impa- 
‘nt with the administration for the stand it 
„aS taken in its row with the EEC over Eu- 
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rope 's fan on best. fons cattle that have 
been treated with hormones. The USDA has 
been determined not to get involved in 
certifying beef as drug-free. Mindful of the 
clout of big agricultural businesses, the de- 
partment wanted to avoid an official certi- 
fication that could lead American consum- 
ers to question the quality of chemically 
enhanced products. It is this fear that lies at 
the heart of the dispute with the EEC. 

Mr Hightower chaffed at what he called 
"the ideological rigidity of the Reagan 
years" on an esoteric point that was hurting 
his Texan cattlemen. Texan beef producers, 
insisted the commissioner, could meet any 
standards set by any reputable nation, and 
ought to be allowed to compete. 

Stalemate. But then Mr Bush's agricul- 
ture secretary, Clayton Yeutter, came tact- 
fully to Mr Hightower's aid. Mr Yeutter was 
willing to let Texas beef go to European mar- 
kets so long as the USDA did not have to cer- 
tify it as hormone-free. The Texas Depart- 
ment of Agriculture arranges for the cattle, 
their feeding and the packaging and storage 
of the beef to be inspected and certified by 
EEC vets and inspectors. The TDA then mar- 
kets the beef to European buyers. The USDA 
provides export documents, but without 
any comment at all. 

Putting this plan together was typical of 
the populist Mr Hightower, who loves to by- 
pass government and big business. Remem- 
ber that he surprised the conservative Dem- 
ocratic establishment last year by becoming 
a co-chairman of the Rev Jesse Jackson's 
presidential campaign. His reason? 'Jesse's 
the only candidate who knows anything 
about farms." 

His stance on Europe's hormone ban in- 
curred the wrath of the influential Texas 
Farm Bureau, which publicly demanded his 
resignation and launched a campaign in the 
Texan legislature to have his position con- 
verted to an appointed one (which would 
have effectively ended his tenure) The 
chemical industry, which is cross with the 





My cattlemen, says Hightower, will make you anything you want 
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E cos «of the strict g 
lines he has laid ien for the use ox Des a 
cides, joined in the mee xe 
campaign. n 
Mr Hightower did not hesitate to take 
his case to a public that likes him a lot. And 
in the end he won a partial victory. He kept 
his job. But the power to regulate pesticic des 
was given to a nine-member board ap 
pointed by the state's Republican governo: 
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Houston ; : 
LOW expectations | 


MPROVING times are supposed to bene- 
fit political incumbents. It is not working 

out like that for Houston's long-time mayor, 
Mrs Kathy Whitmire, who in November w 
be trying for her fifth two-year term. When 
Houston’s economy hit rock-bottom in the 
mid-1980s, she had no serious opposition. 
Now that the city is slowly beginning to re 
turn to life, Mrs Whitmire finds herse 
locked in a fractious, expensive fight wi 
one of her predecessors, Mr Fred Hofhei 
who was mayor when the city was hverdich Y 
in the mid-1970s. 

There is nothing ideological about this 
non-partisan contest. [n a city that was c Pc > 
considered solidly conservative, both candi- 
dates are drawing liberal and minority sup- 
port: the conservatives are not, this time, 
fielding a candidate of their own. Abortion, 
a hot subject in campaigns elsewhere this 
year, is barely mentioned in Houston. 

Mrs Whitmire, aged 43, is held respons 
ble for many of the city’s social problems 
Mickey Leland, the Democratic congress y 
man from Houston who was killed in. an 
aeroplane crash in Ethiopia earlier th is 
month, is said by the Houston Post to hax 
described Mrs Whitmire as "insensitive to 
what needs to happen in the inner city. She — 
has a problem with her ego." But what doe: i 
her opponent, a 51-year-old lawyer with a: ir 
economics degree from Texas University, 
offer? Mr Hofheinz says that the city ne eds 

“a leader who can set a bold agenda and 
make it happen” without, as he hasten d 
add, raising taxes. He has still to announce 
what his “bold agenda” would be, or how it 
would be paid for. 

The nascent campaign has already at 
tracted some of Houston’s biggest names— 
and money. Texas places no limit on loca 
campaign contributions. So, by the time i is 
all over, the election could cost around $4m 
Mrs Whitmire has no great difficulty raising 
money. Houston’s mayor controls a lot of 
jobs and, indirectly, a lot of lucrative i 
contracts—and Mrs Whitmire and her s ral 
are known to have long memories. Not su 
prisingly, contractors, developers and engi- 
neers doing business with the city are heavy y 
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A problem with her ego? | 


contributors to her war chest. 

Mr Hofheinz receives generous support 
from city employees. The police, for in- 
stance, and the firemen are anxious to see 
the mayor defeated. Houston police officers 
currently get no further pay rise after their 
eighth year in the force and 1596 of patrol 
officers leave each year. Crime, and the fear 
of crime, is shooting up and may become a 
big issue in the campaign. 

And other public services remain much 
as they have been for years: mediocre or 
worse. “We are in the midst of a serious epi- 
demic of measles (measles, for heaven's sake, 
didn’t we get rid of that years ago?)”’ wrote a 
physician in a local newspaper recently. 
Four years ago, the city council ruled that a 
professional body should be appointed to 
oversee the troubled Board of Health, but 
this has not yet been done. 

Industrial production in the Houston 
area has been gradually climbing until it is 
now close to its level before the slump. But 
the city is unlikely to return to its swaggering 
oil-boom self. In the past five years its big- 
gest banks have all failed or been taken over 
by outsiders. Its savings-and-loan industry 
has been devastated. Its larger daily newspa- 
per, the Houston Chronicle, has been sold 
to the Hearst Corporation. Foreign owner- 
ship of Houston property is steadily rising. 

Central Houston, once the thriving 
commercial heart of the city, is a shell with 
no large construction in sight. There are no 
plans for rejuvenating, or even maintaining, 
the downtown area. Only the Texas Medical 
Centre— part public, part private—escaped 
the slump and continues to grow in facili- 
ties, research and staff. 

The city's economic development is lag- 
ging behind such cities as Atlanta, to which 
Houston lost last year's Democratic national 
convention. The Greater Houston Conven- 
tion and Visitors' Bureau, desperately short 
of money, is reported to be considering fil- 
ing for bankruptcy, and may have its head- 
quarters repossessed by a local bank. 
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None of this seems to have upset Mrs 
Whitmire, who is busy touting Houston, 
America's fourth largest city, as a possible 
site for the 1990 international economic 
summit. Houston, she asserts, "has really 
turned the corner and is showing what can 
be done with. economic resurgence”. But, 
like other Texans, Houstonians have never 
expected much from their city government, 
and have never got much, either. 





Summitry 


Between bites 


A TROUT STREAM IN WYOMING 


S THE New Forest was to William the 
Conqueror, or Balmoral to Victoria, so 
is Wyoming to the Bush administration. 
Trout have replaced deer and grouse as the 
victims of the politically great. Consider 
what the trout of Wyoming have had to put 
up with this summer alone. The president 
caught eight trout one evening in June in 
Jackson Lake. The vice-president caught 
“one or two" last weekend on Senator Mal- 
colm Wallop's Canyon Ranch. And last 
week the secretaries of state and defence 
rode off into the Wind River hills for five 
whole days of terrorising the trout. 

The Russians must be beginning to 
wonder what it is so special about Wyoming. 
They will soon get a chance to find out. On 
September 19th Mr Edward Shevardnadze 
will meet Mr James Baker at Jackson Lake 
Lodge in western Wyoming. Their summit 
will take place at a higher altitude than any 
previous one, in view of the authentic sum- 
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Shevardnadze goes native 


mit of the Grand Teton. Mr Shevardnadze 
and his 100 or so compatriots can put on 
their stetsons and spurs and look out of the 
window towards the Snake River, where a 
herd of buffalo grazes amid the willows, and 
listen to the strangled bugling calls of sex- 
starved bull elk in full rut. 
Er, sorry, what was that? The ABM treaty? Sure, 
let's scrap it. How many troops? OK, we'll with- 
draw 100,000. Now can we go fishing? It's al- 
most time for the evening rise. 
Mr Baker is a canny politician. His opposite 
number will be put into such a good mood 
by the surroundings, and by his first visit to 
the American West, that they can hardly fail 
to make progress. 

Mr Baker has not quite built up the rap- 
port with Mr Shevardnadze that Mr George 
Shultz had, nor have the two negotiating 
teams made much progress on strategic 
weapons or conventional forces this year. 
But nor are there any big hitches. East-west 
relations, after the roller-coaster of the Re 
gan years, are set in a friendly pattern. 

The State Department has the same 
five-part agenda Mr Bush started with: arms 
control, human rights, bilateral relations 
(emigration, export controls), regional con- 
flicts, and global issues (the environment 
etc). When they met for the Cambodian 
talks in Paris last month, Mr Shevardnadze 
gave Mr Baker a proposal for chemical-arms 
control and another for more scientific and 
economic co-operation between the two 
countries. They also agreed that the time is 
ripening for a real summit between the chief 
trout on each side. 

In Wyoming, they will first try to find 
something that President Bush and Presi- 
dent Gorbachev can talk about. The main- 
stay of the Reagan years—strategic arms—is 
not available. The START treaty that seemed 
so close when Mr Reagan last met Mr Gor- 
bachev in 1988 is now farther away. Six 
weeks of talks in Geneva have achieved lit- 
tle. The Russians modified their position « 
how to count cruise missiles cn 
bombers—from the maximum possible 
(about 20 warheads per bomber) to the ac- 
tual numbers on each aeroplane—which 
puts them very close to the Americans, but 
this was the least contentious of three 
disagreements. 

The other two are over mobile missiles 
and sea-launched cruise missiles. Neither is 
close to resolution. And star wars lurk in the 
background, unresolved. But the lack of 
progress on START is no accident. Mr Bush 
wants progress on conventional arms first. 

So it looks as if there will be plenty of 
time for Mr Shevardnadze to enjoy the view. 
If he decides he likes trout fishing as much as 
the Bush administration’s top members do, 
he might heed this correspondent’s advice, 
hard earned last week: the dry fly the big cut- 
throat trout are chasing with special greed 
this season is the large Royal Wolf. 
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OTHING offends a baseball purist 

more than the sound of a ball hit- 
ting a metal bat. Baseball is supposed to 
be played with a wooden bat, hewn from 
northern white ash, as used for a Louis- 
ville Slugger made by Hillerich & 
Bradsby of Kentucky. Aluminium is for 
beer cans. 

But wooden bats are on their way out. 
Already metal bats are the weapon of 
choice among amateur, Little League and 
university teams. Only the big boys—the 
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Education 


Bossy 
businessmen 


NEW YORK 


-» FF YOU think education is expensive, 

try ignorance," say school teachers. 
Corporate America is now getting the mes- 
sage. The number of school-leavers who 
cannot write, add or talk sense so worries 
the chief executives of the 200 blue-chip 
companies on the Business Roundtable that 
they devoted their entire annual meeting 
this summer to the subject. 

Even if unemployment were to rise from 
its current 596 level (down from 1196 in 
1982), the shortage of able workers is likely 
to persist. America's schools are turning out 
too few people equipped to perform even 
menial, entry-level jobs. True, the jobs are 
more complex than they used to be, but this 
is only part of the explanation. Training 
programmes for entry-level workers at 
United Technologies, which lasted two or 
three weeks in the early 1980s, now average 
eight to ten weeks. The jobs are more so- 
phisticated—and the new recruits less so. 
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professional players of major-league base- 
ball and their minor-league back-ups— 
stick to their wooden ways. Soon they 
too will succumb to the aluminium 
scourge. 

It is all a matter of supply and de- 
mand. Metal bats cost a lot more, but 
they do not break. By one estimate a pro- 
fessional team will use up more than 
2,000 wooden bats in a season; it would 
go through no more than 25 metal ones. 
The pros can afford the difference. Imag- 
ine the savings to a small college team or 
a bunch of sand-lot amateurs. 

This alone would not persuade the 
professional teams to change. But their 
demand for tailor-made bats of the right 
kind of wood is so great that bat manu- 
facturers have a hard time meeting or- 
ders. The players wait impatiently, know- 
ing that with an easily obtainable metal 
bat they can belt the ball farther and 
about 10 mph faster. 

Ranked against this are the purists, 
armed only with a clutch of ethereal ar- 
guments about the sanctity of batting 
records. There is also the players' tradi- 
tion of doctoring their wooden bats, 
which is against the rules, but part of the 
game. But the biggest objection is to the 
sound. A wooden bat makes a sweet 
crack; a metal one goes clunk. 








In Los Angeles, New York, Chicago, 
Detroit and other big cities, between one- 
third and three-fifths of pupils fail to com- 
plete high school. A highly publicised few 
succumb to the lure of the fast money to be 
made from dealing in drugs. Many more 
drop-outs, according to the Conference 
Board, an American business think-tank, 
are unable to resist the immediate gratifica- 
tion of earning up to $7.50 an hour, the 
wage paid to counter-staff in fast-food res- 
taurants in some areas. 

The youngsters who stay on do not nec- 
essarily do better. The National Assessment 
of Educational Progress has found that only 
20% of 17-year-olds in American schools 
can write a simple one-paragraph letter to a 
local supermarket manager applying for a 
job. Four out of five cannot interpret a bus 
timetable. In mathematics and science 
American children lag two or three years be- 
hind their Japanese counterparts. 

In 1987 New York Telephone got 
117,000 applicants for 3,000 jobs. Only 
57,000 were able to take the company’s pre- 
job test and only 2,100 passed it. Chemical 
Bank of New York has to interview 40 peo- 
ple to find one it can train as a teller. The 
story is no different on the west coast. Bank 
of America says that today’s school-leavers 


are far less competent than their parents 
were at “communication skills” —dealing | 
with customers on the telephone or at the 
bank counter. es 

In consequence, American business is 
spending about $25 billion a year on reme- 
dial education (on top of the $200 billion or 
so that America pays for its state schools). 
Some of the remedial education is basic. At 
its nut-processing plant in Suffolk, Virginia 
Planters uses rap-style, country and je zm 
songs to help its illiterate workers memorise | 
the alphabet. ^ii 

Businessmen blame the schools or 
turning out people who are neither edu- 
cated nor educable. But in their efforts to - 
help these schools do a better job, business- 
men are sadder and wiser than they were a 
few years ago. B. 

When they first read “A Nation at- 
Risk", the 1983 report that painted a grim 
picture of America's future if education did 
not improve, businessmen charged into 
partnership with the schools. Companies, in 
their thousands, hurried to adopt schools. 
These partnerships, which included things 
like buying chic uniforms for school bands 
and school basketball teams, made local 
people happy. But business leaders began to. 
realise that they did nothing for true educa- 
tional reform. b 

Nor did the Boston Compact, which u 
til recently was quoted as a splendid way : Oo 
go about making schools better. It grew out 
of a signed agreement between the Boston. 
school department and local businessmen. - 
Some 300 firms promised to provide jobs 
and employment training for local high- 
school graduates. The schools in return 
promised to cut absenteeism and drop-out — 
rates and to improve their teaching so that — 
their graduates would meet minimum stan- 
dards in reading and mathematics. e 

But the Boston Compact, and the copy- 
cat programmes that followed, are today re- 
garded as a disappointment. In Boston the 
number of students failing to complete high 
school has actually increased. The partner- | 
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ship programmes now tend to be dismissed 
as no more than “temporary palliatives’’. 

Businessmen, nowadays, are less willing 
to be silent partners. In Boston itself they 
demanded more say for teachers and par- 
ents in the way the schools were run, and 
less say for the bureaucrats. Elsewhere, too, 
they are becoming more involved, and more 
bossy. 

In California, Mr Cornell Maier, a for- 
mer chief executive of Kaiser Aluminum, is 
a volunteer business lobbyist on education 
at the state capital in Sacramento. He says 
that Californian businessmen have come to 
regret Proposition 13, which cut property 
taxes in the state, and squeezed the educa- 
tion budget. Half the teachers in California 
quit teaching within five years. Teachers 
must be paid more, says Mr Maier, if the 
state’s schools are to improve. 

In: Georgia, the Georgia Power Com- 
pany is releasing employees to teach 150-180 
classes a week in programmes arranged with 
the state’s education department. In Los 
Angeles, 125 employees from Arco Oil & 
Gas, executives as well as secretaries, help 
with the teaching of immigrant children at a 
local elementary school. 

In Chicago, about 50 companies, led by 
United Airlines, Premark International, 
Baxter International and Sears, Roebuck, 
are trying a more radical approach. They 
have founded their own school, which will 
eventually have 300 pupils up to eighth 
grade (12-year-olds). The business coalition 
intends, like the state school system, to 
spend about $4,100 a year per pupil. The 
difference is that all the money will go into 
education, none of it into administration. 
The aim is to show that a new approach— 
longer school hours, a flexible curriculum 
and so on—can help to solve America’s edu- 
cational woes. 





Admiralty law 


Sunken treasure 


WASHINGTON, DC 


VER since the Peace of Westphalia in 

1648, international law has mostly been 
concerned with relations between govern- 
ments. Now a court in Virginia has struck a 
small blow for the rights of private enter- 
prise in international law. A judge has ruled 
that a company has gained possession of a 
wrecked ship, 160 miles off America’s east- 
ern shore, even though it has visited it only 
with remote-controlled devices. 

Three years ago Columbus America, a 
private marine-exploration company, dis- 
covered the remains of the ss Central Amer- 
ica, a ship that sank in 1857 while bringing a 
cargo that included much gold from Panama 
to New York. The company fought off inter- 
loping salvors in the law courts and in June 
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succeeded in getting a judge in Norfolk, Vir- 
ginia, sitting "in Admiralty’’—that is, as a 
world court going by precedents in the body 
of law known as Admiralty law—to rule that 
the wreck was its own, so long as it acted in 
good faith to preserve the scientific, histori- 
cal and archaeological value of the site. Last 
week the judge made permanent an injunc- 
tion against other salvors. 

Had the ship been lying in ten feet of 
water in Long Island Sound, this would not 
have been an unusual case. But it is in water 
one-and-a-half miles deep 160 miles off- 
shore, and the only way Columbus America 
has been able to visit it has been in a remote- 


A sister-ship is one-and-a-half miles under 


controlled submersible. Nonetheless the 
judge ruled that, so long as the company’s 
directors (a) located the wreck, (b) saw it 
with real-time imaging (ie watched instanta- 
neously transmitted film of it), (c) placed 
manipulators on it and (d) had a present in- 
tent to control the location, it was theirs. 

Columbus America was able to do all of 
these things because one of its founders, Mr 
Thomas Thompson, is an experienced un- 
derwater engineer who designed a remote- 
controlled submarine, the Nemo, equipped 
with stereo video, still cameras and robotic 
arms. Also, as the discovery of the Titanic a 
few years ago demonstrated, searching for 
wrecks using wide-swath sonar has become 
almost easy. The search for the Central 
America covered an area of 1,400 square 
miles in 40 days. 

According to Columbus America’s law- 
yer the judge has asserted private rights in 
deep water where previously only nations 
have claimed such rights. His ruling does 
not apply to the recent discovery of the Bis- 
marck, which is still the property of the Ger- 
man government (but which one?). But were 
other courts to follow suit, they might grad- 
ually bring the Admiralty law that governs 
private concerns in international waters 


(and space) into conflict with the bureau- 
cratic extension into the sea of nationa] ter- 
ritorial ownership. For instance, suppose a 
company were to find manganese or oil 160 
miles off the American coast in deep water 
(and find a way to drill for it, a tall order). 
Under such a ruling, the company, and not 
the United States, might possess the oil. 
America could tax its extraction only where 
it reached shore. 

Columbus America is aware of these im- 
plications. Indeed, they are partly why it 
took the case to court. It hopes to make a 
quick (though responsible) buck from the 
Central America 5 gold, but it is also trying 





to develop both the technology and the legal 
environment for future exploration of min- 
erals in the deep sea and possibly in space. 

Columbus America has been bringing 
up pottery and other fragile objects and 
treating them so that they can go to muse- 
ums. Next month it will announce that ' 
has also brought up much of the gold. T 
Central America was a side-wheel steam- 
ship that, in 43 voyages, carried nearly one- 
third of all the Californian forty-niners' gold 
to reach New York (in the 1850s most of the 
trade went by ship to Panama, by train 
across Panama and by ship to New York; the 
Central America operated on the Atlantic 
leg of the route). On her 44th voyage, she 
met a hurricane off the Carolinas and sank. 
The loss of 425 lives aroused less concern 
than the loss of three tons of gold, which, at 
a time of scarcity, caused a minor financial 
panic in New York. 

Three tons of gold would be worth 
$28m in bullion form. But much of it will be 
in the form of rare coins from the San Fran- 
cisco mint, such as the $242 coin of which 
only about 15 survive today. Columbus 
America’s investors, who put up $1.4m in 


1986, will be rich. 





THE ECONOMIST AUGUST 26 1989 


i 
< 


7 a | — i 
K Air- 
. x J y 


nET reas O 





Colombia’s cocaine overdose 


5 gam a blind eye and you get $10,000; 
take notice and your son gets killed. Co- 
lombia's politicians, judges, policemen and 
editors may not start off corrupt, but they 
are sorely tempted that way by the drug 
gangs' option. The wonder is that so many 
of them stand up for decency. On August 

8th President Virgilio Barco did what the 
aecent kind wanted. He declared a "state of 
siege", suspending the normal operation of 
thecivil and criminal law, and giving himself 
the arbitrary powers that could enable him 
to master the drug gangs. 

About 11,000 suspects were at once de- 
tained. The goods seized included 678 fire- 
arms, 3,303 rounds of ammunition, 1,161 
cars and trucks, 62 fixed-wing aircraft, 18 
helicopters, 141 houses and ranches, 30 
yachts, 13 motorcycles and a huge satellite 
dish; also four tons of coca paste and 242 
pounds of cocaine. Among the 141 ranches 
and houses under sequestration one had a 
private zoo, with elephants. | 

This may mean less than appears. The 
suspects must be released, or charged in the 
shaky courts, within a week; the pro 
must be returned if a plausible source of the 
funds that bought it can be shown. The 
strongest special power is the president's 
own—that of extradition. Courts in the 
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United States want 89 Colombians to face 
drug-trafficking charges, but had so far ob- 
tained the extradition of only one Colom- 
bian kingpin, Mr Carlos Lehder, whom they 
have tried and jailed. The other wanted men 
have been safe at home since 1987, when 
Colombia's Supreme Court was terrorised 
into declaring the 1979 extradition treaty 
unconstitutional. 

Unfortunately, of the 11,000 arrested 
suspects, first reports suggested that only 
one was among the 89: Mr Eduardo Marti- 
nez Romero, alleged to be the treasurer of 
the Medellin drug-running alliance. Most of 
the other suspects had, it seemed, slipped 
out of Colombia. Two notori- 
ous villains were said to have 
arrived in Panama, used as a 
bolt-hole by the gunmen who 
killed Colombia's justice min- 
ister in 1984. 

President Barco is a mild 
man, rightly respectful of the 
law and the constitution, rul- 
ing a nation with a murderous 
history. In Medellin there is 
on average a killing every two 
hours. Last year about 3,000 
"political" assassinations hap- 
pened in Colombia. It is reck- 
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oned that a fifth of all murders are not re 
ported to the police. Of those reported 
fewer than 396 go to trial. It took a series o 
horrors to push the president to act. — — 
On August 17th the judge investigating 
the murder of a leading newspaper editor 
was himself murdered. Then the governoi 
of Antiquoia province (whose capital is Me 
dellin) and the chief of the national security 
police were threatened with death and re 
signed. All the country’s 27,000 judges and 
court officials declared they would stop 
work unless they were promised adequate 
protection. The president promised it, but 
had too few policemen to do the work. 
The killing continued. On August 18t} 
the police chief of Antiquoia was shot deac 
That same evening Luis Carlos Galan, a res 


stand (and tipped to win) as Liberal candi 
date in the presidential election next Au 
gust, was to address a political rally in Bo 
gota. A gunman emerged from under the 
podium, shot the candidate dead and got 
away under covering fire from his accom 
plices. These things convinced Colombia’s 
leaders that something must be done, even i 
it required suspension of the rule of law arx 
concessions to pressure from the United 
States. 7H 


Goodbye, Colombia E 
Colombia, despite its griefs, is one of Latin 
America's richer countries, run by some im- 
pressive civil servants and businessmen. lt 
grows by 312% a year, its foreign debt is only 
$18 billion, modest by the neighbours' stan- 
dards. Investors are attracted by its oil anc 
its coal. Thanks largely to invisible export 
(including, alas, cocaine and marijuana), th 
current account is usually in surplus. Astute 
financial management averts the danger of 
large, untraceable cash inflows: inflation is 
manageable, at 24% a year. [- 
The cocaine trade is there by good mai 
agement too. Coca bushes grow best farthe 
south along the Andean mountain chain 
mainly in Bolivia and Peru. 
The Colombians import sem 
processed coca paste, the 
simple laboratories that tur 
it into cocaine hydrochloride 
and control the export trad 
northwards to the Unit 
States, by both the Atlant 
and the Pacific coasts. Ove 
the past ten years they have 
fostered demand and in 
creased the supply more than 
tenfold. Now the  Nortl 
American market is saturatec 
and demand there is starting 





























to fall, so the cocaine entrepreneurs are mar- 
keting their product energetically in Europe, 
by way of Spain, where it fetches four times 
Miami retail price. 

_ The market’s turbulence helps to ex- 
; plain the traders' violence. They ganged up 
= with the left-wing terrorists who plagued 
~ Colombia until the beginning of 1988. Lat- 
| terly they have sought alliances with the al- 
. ternative gangsters of the extreme right, but 
are said to have found them too formidable. 
Even if President Barco's government really 
_ means business, knocking the traffickers out 
E Colombia will merely move them on, 
nearer to the source of their raw material. In 
Peru the United States Drug Enforcement 
Agency has been trying (without great suc- 
ces and amid much local resentment) to 
destroy coca bushes. In Bolivia the traders 
| (ca disappear'into the mountains. They are 
said to be doing well on the lawless, trackless 
fringes of Brazil. 

= The Colombians want help, but not the 
. 40 ldiers and herbicide-sprayers that some 
North American politicians would like to 
send them. They need training and air trans- 
port for their own soldiers and gendarmes. 
A Ab ove all, cutting the cocaine trade will 
eave a big hole in their economy. At a 
T Exi guess, the gangs' revenues have been 
ru ning at around $1.5 billion a year, tax- 
free. Most of that is invested in the United 
‘St ates, in property and through the open fr 
nancial markets. But Colombia’s building 
boom is only the most visible sign that a big 
share of the cocaine money goes into em- 
ployment and investment at home. 

— A Colombia's main legitimate trade is in a 
milder drug. In the early 1980s about half 
the country's recorded exports derived from 
d e coffee produced by 500,000 growers, 
‘most of them smallholders. Since the begin- 
ning of this year the world price of coffee has 
fallen by half; the state trading organisation 
car not for long protect the small farmers 
from that. If Colombia is to fight the co- 
c ine traders, protect its judges and politi- 
cians and offer its people safety, a great deal 
of money is the first thing it needs. 
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D Dominican Republic 


Pharaonic 
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" OAQUIN BALAGUER is 81 years old, 
J blind, frail, a bachelor who stays late at 
~ the office, lives with his sister and has 
jl itten 25 books. He has given his one valu- 
able possession, a library, to the university. 
“Nobody can recall him ever having fun. But 
lo a good day he is a spell-binding orator, 
and as president of the Dominican Republic 
he makes all the decisions that matter. Un- 
- fortunately, his big decisions are wrong. 

y Mr Balaguer served his apprenticeship 
p puppet president for his mentor, the dic- 











Balaguer, the great inaugurator 


tator Rafael Trujillo, who was assassinated 
in 1961. Mr Balaguer, too, believes in win- 
ning support by building public works. 
Twice a week he inaugurates something: a 
library, a school, a public-housing project, a 
road. For the 500th anniversary of Christo- 
pher Columbus's arrival in the New World, 
to be celebrated in 1992, Mr Balaguer is 
building an ll-storey lighthouse in the 
shape of a cross, together with a museum 
and an entire suburb. He thinks electricity 
and water supplies unglamorous, though. 
Both fail in the Dominican Republic with 
monotonous regularity. 

Still, Mr Balaguer's works are almost all 
useful, and they employ about 150,000 peo- 
ple—which is a lot in a country of 6.7m with 
a 3096 unemployment rate. The president 
claims to be spending $26m a month on 
public works; others think $40m is more like 
it. Government revenues do not meet the 
bills, so Mr Balaguer prints money. The bud- 
get deficit is now about 8% of GDP. Inflation 
was running at an annual rate of 696 in 
1986, when GDP was growing at 8.1%; this 
year inflation is at 55%, GDP growth below 
196. The foreign debt is $4.4 billion. The 
government has recently failed to pay inter- 
est instalments due on its commercial-bank 
debt of $858m, and it is $300m in arrears on 
its debt to other governments. Mr Balaguer 
has no use for the International Monetary 
Fund. He says that the Fund's policies could 
lead to social unrest, as they did earlier this 
year in Venezuela. 

The Dominican Republic is by no 
means a basketcase like its neighbour, 
Haiti. Nickel mining is doing well because 
the world price is high. The government has 
set up 17 duty-free zones which employ 
thousands of Dominicans. Tourist visits 
were up by 2196 last year. But inflation and 
the inadequacy of power and water supplies 
have choked off private investment. Infla- 
tion hurts the poor, and there is talk of hun- 


ger andi growing unrest. 





A presidential election is due next May. 
Mr Balaguer will almost certainly be a candi- 
date, and the opinion polls say 25% of the 
voters would back him. They give the same 
score to his leading rival, Mr Juan Bosch, a 
volatile Marxist who was president until his 
overthrow in a coup in 1963. At 80, Mr 
Bosch is younger than the president and 
claims to have written twice as many books: 
52 so far. The other contenders lag far be- 
hind the two veterans. Dominicans are 
drawing their own conclusions: the number 
seeking visas to visit the United States rose 


by 22% in May. 





Iran 


Powerful 
personalities 


HE new president is in a hurry. Mr Ali 

Akbar Hashemi Rafsanjani moved 
faster than expected to present his cabinet- 
to-be to parliament. But opposition is slow- 
ing him already: the vote on the cabinet has 
been delayed by a furious outburst at his de- 
cision to drop the leading hardliner. 

A petition by 138 of the 270 members of 
parliament called for the reinstatement of 
Mr Ali Akbar Mohtashemi, the former inte- 
rior minister. Recognising that the hardline 
ex-minister and the new president are not 
the closest of allies, the members warned Mr 
Rafsanjani that “the presence of powerful 
personalities in the future cabinet is 
inevitable". 

Mr Rafsanjani is standing by his candi- 
date for the interior ministry, Hojatoleslam 
Abdullah Nuri, who formerly supervised the 
Revolutionary Guards for the late Ayatollah 
Khomeini. He is by no means a pragmatist 





Rafsanjani makes haste slowly 
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a ‘powerful personality" 
Rafsanjani’s friends reckon they know 
which of the two would be boss. 

As well as Mr Mohtashemi, three other 
hardliners are out of the cabinet. They in- 
clude Mr Hossein Moussavi, a former prime 
minister whose hopes of the vice-presidency 
have been dashed by the appointment to 
that job of the former justice minister, Mr 
Hassan Habibi. And the changes go even 
deeper. Of the 22-man cabinet, 12 are Mr 
Rafsanjani’s new appointees, The result is a 
team in which the clerics are balanced by the 
technocrats. Western-educated graduates 
will control the ministries of finance, foreign 
affairs and oil. | 

Mr Rafsanjani has pinned his presi- 
dency to economic regeneration. “It is not 
right," he said at his inauguration, "to safe- 
guard the nation with the hungry, poor peo- 
ple marching forward to sacrifice their 
les," and he stresses that there can be no 

;litical independence without economic 
independence. Ayatollah Khomeini, who 
believed the people would be happy in Is- 
lamic poverty, would be appalled. 

Friendly relations with the West would 
certainly help restore the economy. But the 
president cannot afford too many friendly 
gestures that would put at risk his authority 
at home. On the day of his inauguration, Mr 
Ahmad Khomeini, the old leader's son, de- 
clared that Iran will "slap America in the 
mouth and kick America out of the Middle 
East". If western countries wish Mr 
Rafsanjani well—and he is the best hope 
they have—they had better not undermine 
him by calling him a moderate. | 





South Africa 
White is right 


IOM OUR SOUTH AFRICA CORRESPONDENT 


M? CLIVE DERBY-LEWIS does not fit 
the stereotype of a candidate for 
South Africa's far-right Conservative party. 
He is not an Afrikaner. Indeed, with his 
posh English vowels, doubled-barrelled sur- 
name and handlebar moustache he seems to 
South Africans the very model of an Anglo. 
He is also, according to a magistrate's recent 
ruling, a racist. | 
The case arose from the current election 
campaign, in which Mr Derby-Lewis is con- 
testing the mainly Afrikaans-speaking con- 
stituency of Krugersdorp against Mr Leon 
Wessels, of the ruling National party. In a 
newspaper advertisement Mr Wessels al- 
leged that his opponent advocated compul- 
sory sterilisation of black people. Mr Derby- 
Lewis claimed this was defamatory; he 
favoured compulsory birth control for 
blacks, not their sterilisation. The magis- 
trate said that he could not see the differ- 
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. | Playing the black card 


AAT South Africa’s would-be re- 
formists like to advance by stealth, 
especially before their electors get the 
chance to say they do not want to ad- 
vance at all. The acting president, Mr 
F.W. de Klerk, promises a new constitu- 
tion that would give black people rights 
that he does not specify. Inconveniently, 
black people go on loudly demanding 
_more than he is likely to want to give. 


Its leaders exiled or silenced, the . 


black opposition has a hard time making 


, if . , - T "m 7 š 
The beach gets darker 


policy. The message therefore tends to be 
simple and negative: the white regime is 
bad, and blacks should have nothing to 
do with its schemes. Next month’s gen- 
eral election has been duly preceded by 
the traditional call for a boycott. But on 
August 21st the exiled African National 
Congress unveiled a document that con- 
templates negotiation with South Afri- 
ca’s government. | 

The document, endorsed in Zimba- 
bwe by a committee of the Organisation 
of African Unity, repeats the familiar de- 
mands: the government should release 
all political prisoners, unban their orga- 
nisations, remove troops from the town- 
ships and stop political trials. In ex- 
change, the congress promises to 


ence; he found that compulsory birth con- 
trol implied compulsory sterilisation, and 
concluded that, on the basis of his evidence 
in court, Mr Derby-Lewis was a racist within 
the dictionary definition of the term. 

Mr Derby-Lewis represents two aspects 
of the Conservative party which are not al- 
ways obvious: its English-speaking (as dis- 
tinct from its Afrikaans) face, and the rac- 
ism that drives many, though not all, of its 
members and sympathisers. The Conserva- 
tive leader, Mr Andries Treurnicht, is 
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suspend violence. An interim goverm- | 
ment would then be set up to oversee the 
drafting of a new constitution which, the 
ANC says, should provide for pluralist - 
politics, an independent judiciary, a bill - 
of rights and a common voters’ roll, - 
rather than separate racial registers. — 
The exiled leaders’ new position owes _ 
something to advice from sympathisers — 
within South Africa, but probably more | 
to pressure from outside. The Russians | 
are urging talks. So are the black states of. 
southern Africa, which suffer fall-out - 
from South Africa's turbulence. Some 
guerrillas, expelled from Angola as a re- | 
sult of last December’s Angola-Namibia _ 
peace deal, have been making mayhem in d 
Zambia, so President Kenneth Kaunda — 
has ordered them out (while continuing | 
to welcome the ANC’s political leaders in | 
his capital). Having shown who is boss, | 
Mr Kaunda will meet his South African | 
counterpart, Mr de Klerk, on August | 
28th, to recommend negotiations with — 
the ANC on its new terms. a 
South Africa's foreign minister, Mr || 
Pik Botha, says his chief will gladly dis- |} 
cuss the ANC's proposals with Mr - 
Kaunda—but he is famed for reckless op- | 
timism. Whatever Mr de Klerk may | 
think, he cannot say before the election |} 
that he will consider the ANC's demand || 
for equal rights and votes for all. di 
The new president needs to look | 
tough, and his black critics are giving 4 
him the chance. This week his police | 
protected a whites-only beach against - 
protesters led by Archbishop Desmond , | 
Tutu; some of those who dared darken | 
the sand were chased off with whipsand || 
dogs. Other demonstrations were de- | 
clared illegal; opposition leaders were ar- | 
rested; schoolchildren were tear-gassed, | 
and so was the archbishop as he wasleav- | 
ing a church in Guguletu, a township’ | 
near Cape Town, on Wednesday. If more — 
defiance meets a harsher crackdown, | 
even Mr de Klerk's mildly reformist talk | 
will sound vacuous. It would be so much — 
easier for him if the blacks were patient. 
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quintessentially an Afrikaner. He has been 
minister in the main Dutch Reforme 
Church, editor of an Afrikaans newspapi 
and chairman of the Broederbond, the inflt 
ential brotherhood of Afrikaners. He back 
his Conservative views with articulate argu 
ments—for the division rather than th 
sharing of power, and maximum racial sepe 
ration on the assumption that good fences 
make good neighbours. - 
The general election on September 
is crucial for the Conservatives. The rival 
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—. Don't cry for Treurnicht 

— contenders for white votes are the National 

- party, which has held power since 1948, and 

— the new and relatively liberal Democratic 

— party. Both want this to be the last election 
— under the present constitutional order, in 
- which blacks are entirely disfranchised, 
- while white, Coloured (mixed-race) and 
— Asian-origin people vote for their own ra- 
- cially separate houses of Parliament. Mr 
— F.W. de Klerk, the National party leader 
— who became the country's acting president 
on August 15th, is clear about it: "We say a 
E © totally new constitution must be created”. 
pr The Conservatives hope to stem this 
— tide of change. In the outgoing white house 
— — of Parliament they had only 22 seats out of 
- 166. They are sure they will do better this 
- time. In the final poll before the campaign, 
- Market and Opinion Surveys reckoned 
- Conservative support at just under 2596, up 
— from 18% in April—and the party tends to 
get more votes than the polls indicate. 
Another polling firm, Market and Media 
- Research, reckoned that about a third of 
. voters are undecided. But although Conser- 
| E vative workers are keen, and will probably 
ensure a good turnout of their supporters, 
the party is unlikely to get 38% of all votes 
— east, at which point the first-past-the-post 
— electoral system starts to deliver dramatic 
- changes. 

Last year Conservative councillors tried 
to reintroduce petty-apartheid restrictions 
in municipalities they control, thus provok- 
- ing blacks into stiff boycotts of white-owned 
- firms. Businessmen were angry, but civil ser- 
* vants and lower-paid whites may not have 
. been displeased, and they form the party's 
main support. More recently the Conserva- 
tives’ fears were echoed by Mr P.W. Botha, 
in his speech of resignation from the presi- 
dency. He accused his successor, Mr de 
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Klerk, of allowing the Zambian president, 
Mr Kenneth Kaunda, to meddle in South 
African affairs on behalf of the outlawed Af- 
rican National Congress. That was exactly 
what the Conservatives had said would be 
the result of pandering to the blacks—and 
then Mr de Klerk said he would also see 
Zaire’s president, Mr Mobutu Sese Seko. 
Even if the Conservatives do not win 
the election, the Nationalists may lose the 
outright parliamentary majority they have 
enjoyed since 1948. They would find it im- 
possibly painful to line up with their old 
foes, the Democrats, and might find a coali- 
tion with the Conservatives more tempting. 
Moreover, if Mr de Klerk’s reforms seemed 
too favourable to blacks, a sizeable number 
of right-wing National party people might 
join the Conservatives. If by either route 
they got a share in government, black peo- 
ple would see it more as a victory for the rac- 
ism of Mr Derby-Lewis than for the party’s 
more elevated talk of separate freedoms. 





Senegambia 


Seven-year itch 


FROM A CORRESPONDENT IN SENEGAL 


HE shotgun wedding between Senegal 

and the Gambia, in 1982, was meant to 
create the “confederation of Senegambia”. 
The marriage was never consummated, and 
now, amid abuse, Senegal is pulling out the 
troops it put in to protect its little neigh- 
bour’s president, and at the same time hurt- 
ing the Gambians' pride. 

Senegal is a huge but largely desert na- 
tion, proud of its French tradition yet di- 
vided by the Gambia, a riverside sliver of 


former British territory led, since 1962, by 
Sir Dawda Jawara. Logic says the two shpuld 
unite. So do the Senegalese; but they kept 
scrupulously out until 1981. That year, 
while Sir Dawda was in Britain for the wed- 
ding of Prince Charles and Princess Diana, a 
young revolutionary attempted a coup 
against him. The Senegalese, hating the idea 
of a Marxist regime in their midst, sent 
troops to crush the rising. They saw Sir 
Dawda back to power, and never went 
home. 

The Senegalese purged and retrained 
the tiny Gambian army, and sat 1,400 sol- 
diers down on the airport, the radio station, 
the president's house and the little port of 
Banjul. Confederation was planned, and 
meant to gather speed. But the Gambians 
still did not want to learn French, nor to 
stop their profitable smuggling trade. As for 
Sir Dawda, he likes being president and re- 
sents such few arrangements as were agreed 
on to reduce his control of his little realm 

In particular he dislikes being perm 
nent vice-president of the inoperative con- 
federation, while his Senegalese opposite 
number, Mr Abdou Diouf, is permanent 
president. Early in August he wrote to com- 
plain once more about this, asking that the 
presidency should change hands each year. 
The Senegalese thought this ungrateful. In a 
huff, they sent a column of trucks to bring 
their protective soldiers home. "Good rid- 
dance to bad rubbish," exclaimed a Gam- 
bian journalist. 

But the parties do not want outsiders to 
witness their marital problems. The Gambi- 
ans first denied that their president's letter 
had ever been written, then complained 
that they had not been consulted about the 
troop movements. The Senegalese were po- 
lite. They put their army trucks on stand-by, 
while their minister for the armed forces 
rushed off to the Gambia to try to sort 
things out. Tactfully, and truthfully, it was 
indicated that Senegal, faced with domest 
unrest and a grumbling quarrel with i_ 
northern neighbour, Mauritania, might 
want its troops at home for reasons quite un- 
connected with the Gambian affair. 

Yet the underlying grievances persist. 
The Senegalese government wants the con- 
federation to be more than ornamental; in 
effect, it wants to control the finger of land 
that penetrates its territory. The Gambia’s 
rulers want to go on running their own 
show, and its businessmen do very nicely 
out of contraband rice, sugar, whisky and 
clothing shipped through Banjul port into 
Senegal. This trade, and the relatively so- 
phisticated business of switching peanut car- 
goes, makes money for dealers in Senegal 
too. But it wrecks the larger country’s efforts 
to protect its industries, and plays the devil 
with customs dues. Property often adds bit- 
terness to divorce; this time it is interfering 
with a marriage. 
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tailored approach to 


AGED FUTU 
PORTFOLIOS 


T HE Investment Services Department utilises the expertise of their management 
. team to design exclusive, multi-advisor, futures and options portfolios by focusing 


on each client’s fundamental investment objectives. o ; 
The identification of an Investor's risk/reward parameters allows our management _ 
team to tailor a managed futures portfolio; whether the concern is control of the 
downside risk or desire to target an average annualised return of 2596, 3596 or even in 
excess of 4596. | 


The Investment Services Department continuously analyses, monitors, and — 
reviews the asset allocation mix of an Investor's portfolio, whilst providing limited 
liability as an insurance to protect the portfolio from unlimited risk. 


The Management Team of Balfour, Maclaine International (UK) Ltd Investment _ 
Services Department will be available in the Far East during mid-September for private 
consultation to qualified clients on all aspects of managed futures portfolios. 


Asset Allocation Applications 
Diversification of Investment Portfolios 
CTA Selection, Fund Structuring 
Fund & General Clearing Services 
Such applications would be appropriate for 


Large Individual Private Investors 
Financial Institutions, Registered Agents 
Private Investment Banks 


Joint Venture Opportunities may be discussed 


. There isa limited time available. Requests for private consultations in Hong Kong, 
Singapore, Malaysia, Taiwan, or Indonesia should be made in writing as soon as possible to: 


Balfour, Maclaine International (UK) Ltd. Investment Services Department 
Europe House, World Trade Centre, London E1 9AA 
Tel. 01-782 0090 Fax.01-480 7315 


Members of all US & UK Regulatory Agencies. Clearing Members of all major US & UK Exchanges | 
: L/C Financing is acceptable subject to credit approval. TEE 


— Balfour founded 1851 Maclaine founded 1827 


PORTFOLIOS ENT. c REE OF RISK. PAST PERFORMANCE DOES NOT GUARANTEE FUTURE SUCCESS. FOR NON: 





Liberia 


Bloodlines 


FROM A CORRESPONDENT IN WEST AFRICA 


HE court martial found the charges 

proven, so perhaps the story is true. 
Since the trial was shown on television, 
many Liberians believe it to be true. General 
Gray Allison—once minister of defence, 
much feared as the second most powerful 
man in the country after the president, Mr 
Samuel Kanyon Doe—denies it all. That 
will not stop him being shot by firing squad 
on Monrovia beach. 

General Allison, say his accusers, 
wished to overthrow the president, and 
needed exceptional courage for the attempt. 
To acquire that courage he sought the blood 


of a strong man. A policeman assigned as his 


escort, Mr Melvin Pyne, was strong and 
born on the same day as the president. The 
general therefore employed a "jujuman", 


who got the policeman drunk and decapi- 


tated him. This grisly old person appeared 
in court with a plastic bucket which, he 
swore, had been filled with the dead man's 
fresh blood. 

At the height of his power, General Alli- 
son himself called for the execution of those 
found guilty of ritual murder. After sen- 
tence was passed, on August 18th, Liberian 
television showed him pleading with the 
president for mercy. The president is not a 


‘merciful man. In 1980, as a young master- 


sergeant, he shot his way to power, pro- 
moted himself to general, then civilianised 
himself as President Doe. 

His regime has been brutal, but under it 
a lively private press has thrived—and 
publicised practices that are not discussed in 
other West African countries. The sacrifice 


Doctor Doe goes shopping | 
34 


of animals to confer special powers is com- 
monplace. Correctly or not, politicians and 
the press regularly denounce the sacrifice of 
people. Indeed, as the Allison court-martial 
was nearing its close, the daily Observer re- 
ported that soldiers had beaten to death a 
70-year-old woman, and tortured dozens of 
others, for their alleged part in several ritual 
killings in Nimba county. 

General Allison's security services were 
widely feared. On behalf of Mr Doe they un- 
covered a number of coup plots—and, say 
his enemies, invented a few to trap oppo- 
nents. When he sent troops into the univer- 
sity, they raped striking students and pil- 
laged property. Amnesty International 
protested about that. Now Amnesty is ap- 
pealing against the judicial killing of the 
man it formerly appealed against—not 
merely because it opposes all death sen- 
tences, but also because of its concern about 
the fairness of the court martial. 

President Doe has faced and beaten 
down all his critics. In 1985 Thomas 
Quiwonkpa, a former fellow-sergeant and 
co-conspirator, bungled a coup and died in 
the fighting. Others, including journalists as 
well as soldiers and politicians, have been ac- 
cused of plotting coups that never took 
place, and dispatched by “the chief”. 

Mr Doe overthrew the corrupt 
“Americo-Liberian” oligarchy, descended 
from freed slaves, that had ruled Liberia 
since its creation in the 1840s. He is the first 
indigenous African to rule Liberia, and 
brighter than his critics thought. The econ- 
omy, such as it was, has collapsed; educated 
Liberians have fled in droves; civil liberties 
have ceased to exist. Just enough help trick- 
les in from a reluctant America to keep him 
in power. 

But the president prospers. His English 
has become comprehensible, he wears neat 








suits and is proud of the honorary South 
Korean doctorate that he exchanged for 
valuable trade concessions. General Allison 
was one of the few people who dared, some- 
times, to stand up to "the chief" who holds 
the prerogative of mercy, and is unlikely to 
exercise it. 





The Falklands 


Mumble, mumble 
| 


Le Argentines say they have put it un- 
der an umbrella, the British say they are 
not talking about it. Two clever envoys had 
good non-talks on the topic in New York in 
August. There will be more non-talks in Ma- 
drid in October. Meanwhile each country’s 
mission to the other will be freer than it was 
not to talk to the host -foreign ministry 
about it. 

The Falklands quarrel that killed 1,0( 
people in 1982 dithers on. The British won 
the fight, dusted off their hands and said it 
was all over. The Argentines maintain that 
“hostilities” persist, but complain when 
Britain says their ships must therefore not 
come within 150 miles of the place. Progress 
seemed possible in 1985, when the parties 
met in Switzerland; but the Argentines ut- 
tered the dread word "sovereignty", and the 
party was cancelled. The corks are not pop- 
ping yet. 

The new understanding, made possible 
by the unpredicted goodwill of President 
Carlos Menem (who has agreed to stop boy- 
cotting trade with Britain), is that every- 
thing save sovereignty is open to discussion. 
The British hope for a formal end to hostil- 
ities, a fishery-conservation agreement, and 
the reopening of direct traffic with Argen- 
tina both from the Falklands and from Brit- 
ain itself. The Argentines mainly want 
money, or at least benevolence from the E 
ropean community in trade, loans and del.. 
relief; fishing rights in the 150-mile “protec- 
tion zone" would be nice for them too. 

The Falkland islanders, all 1,916 of 
them, are wiser about the world than when 
the Argentines invaded. The war brought 
them not just a garrison and a new airfield, 
but visits by foreign fisherfolk and a decent 
income from their activities. It would be 
hard to convince them that any successor to 
Mrs Margaret Thatcher would spend blood 
on their behalf. In a rational world, they 
might be tempted by some ideas for their fu- 
ture coming from, among others, people 
close to Mr Menem—internationalisation 
of the air base, joint control of the fishery. 
But they know the Argentines started the 
last war, and fear they might start another. 
Small steps forward may be more than they 
want, even if such steps are less than the 
other parties to their fate would like. 
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A new Poland takes faint shape 


I 


FROM OUR WARSAW CORRESPONDENT | 
OLAND is not a democracy, not yet; 
but after the events of the past week it 

seems churlish to quibble. The outline of a 

democratic Poland is becoming apparent, 

misty and insecure but unmistakable in its 
difference from the old Poland. | 
The multi-party parliament the Polish 
people elected in June, having accepted the 
ithdrawal of one would-be prime minister, 
is week voted in his successor, just as real 
parliaments do. Poland’s parties, having 
agreed to co-operate in government, are 
now doing the horse-trading that is the 
stuff of politics in democracies. Po- 
land’s new prime minister-designate, 

Mr Tadeusz Mazowiecki, speaks of 

God and love of country, and has the 

lean, keen sort of face outsiders think 

should belong to a Polish leader. Even 
the communists, plaintively begging for 
more ministries in Mr Mazowiecki's 

Solidarity-led cabinet, could get their 

Soviet friends to do nothing more to | 

help them than say opaquely that. 

“without the Polish communist party, 

the solution to Polish problems is 

impossible". | 

Mr Mazowiecki comes to power af- 

ter a few days of purely Polish confu- 

sion. Talks had begun between Solidar- 

itv and the Peasants' and Democratic 

uwties, the two former communist al- 
ues whose switch of allegiance to Soli- 
darity brought about the past week's 
drama. While these parties were trying 


erful communists could do little more — 
than bleat from the sidelines about a 
Solidarity “coup d'état". Then Solidarity’s 
talks with the two small parties threatened 
to break down. Re-enter Mr Lech Walesa. 
Mr Walesa, electrician, Nobel-peace- 
prizewinner and the man who led Solidar- 
ity’s first challenge to communist rule in 
1980-81, decided that Solidarity had to take 
the responsibility of trying to form a govern- 
ment without further ado. He overruled the 
hesitations of several of his colleagues; the 
discussions with the Peasants’ and Demo- 
cratic parties came to life again; and the 
communists were told they could have a slot 
in the government too. The Solidarity-led 
coalition is being formed under Mr Walesa’s 
direction. He will be a kind of shadow-presi- 
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to settle Poland's fate, the once all-pow- - A 


TOP Ce 
Mazowiecki 


dent, standing alongside General Wojciech 
Jaruzelski, the man with formal title to the 
post. 

In the workings of the new government 
Mr Walesa will be consulted on all big issues, 
but will leave the day-to-day decisions to his 
"right and left hands": Mr Mazowiecki and 
Mr Bronislaw Geremek, Solidarity's par- 
liamentary leader and now de facto leader of 
parliament’s majority. Mr Geremek will 
steer new legislation through parliament, 
while Mr Mazowiecki tries to make sure the 
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at Walesa's right hand 
new laws are put into practice. The two 
share a long history of co-operation: in Au- 
gust 1980 they were the first intellectuals to 
join in the Gdansk shipyard negotiations 
that led to Solidarity's birth. 

The choice for prime minister of Mr 
Mazowiecki, a 62-year-old lawyer, rather 
than the more vocal and better known Mr 
Geremek, was a surprise. 
Mazowiecki has stood tall among non-com- 
munists since the 1950s, when he was editor 


of the Catholic monthly Wiez. He founded 


the Warsaw Club of Independent Thought. ‘ 


From 1961 to 1971 he was a member of par- 
liament. It helps, these days, that commu- 
nists remember him as someone who was 


But Mr 





still ready to argue when so many Poles sim- 
ply withdrew from politics. Both in 1981 
and when the opposition presses were al 
lowed to roll again earlier this year, M 
Mazowiecki was editor-in-chief of the Soli 
darity weekly newspaper, Tygodnik 
Solidarnosc. - 
None of this matters much now. As Mr 
Mazowiecki prepares himself to be his coun: 
try's first non-communist prime minister in 
more than 40 years, it is what lies before 
him, not what lies behind, that counts. The 
prospect is grim. E 
Poland needs bread, not prime minis 
ters. That is what some Solidarity radicals 
were chanting at Mr Mazowiecki when he 
emerged from mass in Gdansk last weekend. 
and they were right. Food production has 
been dropping sharply since 1986; the result 
can be seen in Poland’s depressingly empty 
shops. Although industrial production 
is slowly and slightly rising, Poland’s 
factories have no money to invest in 
new buildings or machinery. Living 
standards have been drifting steadily 
downwards for more than ten years. 
Only inflation is soaring. d 
Poland's economic problems wil 
not respond to purely economic solu- 
tions. While the haggling continued 
this week over just how many minis- 
tries should remain in communist 
hands, the machinery the communist: 
created to run Poland blunders on re 
gardless. The nomenklatura—the long, 
still secret list of communist-appointec 
people who run so much of Polish life, 
including the sprawling state-owned in- 
dustrial monopolies—has to be cut, 
That will not be easy (see next story). li 
Poland's factories are ever to be profit 
able, thousands of workers will need tc 
be trained for new jobs. While Poles 
show plenty of enterprising spiri 
abroad, the seemingly unending crisi 
has encouraged few of those who have 
stayed at home to invest in their future. _ 
Indeed, Mr Mazowiecki's greatest diffi- 
culty will be to overcome Poles’ hard-bitter 
cynicism. Their morale, high as the sky du 
ing the exhilaration of Solidarity’s first it 
carnation in 1980-81, has plummeted. Eve 
this week, as events raced along, most orc 
nary Poles trudged sullenly about their pr 
vate business as if nothing were happening 
Gloom about the chances of a better life di: 
patches many of the country's brightes 
young people to live abroad. It will be a long 
time before those who stay behind havi 
much to look forward to. fé: 
In such circumstances, Mr Mazowieck 
understands that the best thing an incoming 
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nister can do is’ 

irtstrings. His first telev 

is new role took place outside a home for 

lind children near Warsaw, where he has 

n a volunteer helper for years. "Here, 
+ : * ^ . ti 

re is suffering," he said, “but also an at- 


iosphere of healing, and therefore of opti- 


to rea 











oland and Hungary - 


OM CORRESPONDENTS IN WARSAW AND BUDAPEST 


NE of Poland's best economists, Mr 
7 Jan Winiecki, said that the best way to 
vith the nomenklatura, the mafia of po- 
appointees who run the Polish econ- 
; well as most other things, would be 
on it off. This mafia may have spot- 
way of keeping power as well as profit. 

of the apparatchiks are turning state- 
ed companies they mismanaged into 
own private businesses, in a process 
. “enfranchisement of the 
ienklatura". The phrase has a sinister 


and other transfers from state to private 
ands are corrupt. 

The process began in February, when 
he then prime minister, Mr Mieczyslaw 
akowski, rushed his "National Consolida- 
Plan" through parliament during the 
irst week of round-table talks with the op- 
ition. The law allows enterprises to con- 
luct "experiments" with ownership. 

-In the recent parliamentary debate on 
record of the Rakowski government, a 
darity deputy, Mr Ryszard Bugaj, pro- 
that what was now happening 
nts to nothing less than the plunder- 
our national wealth." Mr Rakowski's 
etival in the communist party, Mr 
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ormers in Poland and Hun 


because of suspicions that the buy-outs 






mism. He could have been talkin 
hope, of all Poland. “Healing” is not 
a communist would have found it easy to 
use: the Christian flavour is too strong. Mr 
Mazowiecki got the prime minister's job be- 
cause he can speak to Poles like this. He will 
keep it only if the healing happens. 





nter Comrade Capitalist 


gary observe that the old party 
egentsia, which made such a mess of state industry, is trying to move 
er into the new private sector. Is this entirely a bad thing? 


Wladyslaw Baka, a reform-minded econo- 
mist, resigned from his Central Committee 
post after criticising the “enfranchisement 
process" on television. Mr Rakowski, mean- 
while, was promoted to the job of party lead- 
er last month—thanks, some suspect, to the 
support of a nomenklatura which reckons 
he is looking after its interests nicely. _ 
In practice, "enfranchisement" can oc- 
cur in several different ways. In its most 
. common (and most corrupt) form, someone 


-establishes a private company—say, a design 


firm—with minimal capital. The boss of a 
state company, and perhaps the chief engi- 
neer in its design deparment, buy or are 


. given shares. When the state firm receives a 


request for business, the boss refuses, and 
recommends instead the private company in 
which he owns shares. The private company 
then leases space, tools and designers from 
the state enterprise. Nobody complains. 
The new company can take advantage of tax 
breaks and other inducements to private 
business, and—more important—its profits 
go to the shareholders, not to the state. 
Variations on this theme involve pur- 
chase of state assets on the cheap, leasing as- 
sets directly to managers, or simply adding a 
few state-enterprise managers to the boards 
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managers of a large state agricultural com- 
pany used front organisations to buy under- 
valued shares when the firm went private. 
Mr Bugaj thinks this type of privatisation 
does little more than corruptly entrench the 
people who most need to be thrown out. 
Not everyone agrees. There is, in fact, 
an argument in favour of this process. Give 
a bureaucrat an enterprise, and tell him to 
live off the profits, and within a year he has 
become a different kind of person, argues 
Mrs Jadwiga Staniszkis, a Polish sociologist. 
Mrs Staniszkis is among those who see 
enfranchisement, corrupt though it may be 
in some of its forms, as a necessary step on 





Management Society believes state compa- 
nies should sell shares to employees, not di- 
rectors, Whatever the mechanism, the aim 
must be to make company managers more 
concerned with competing than with ped. 
dling their influence. IE | 


Hesitations on the Danube 


Hungary is enacting a law that might enable 
apparatchiks to snap up some of the coun- 


.try's 200-300 largest state firms on bargain- 







basement terms. Under the so-called Con- 
version Law, the initiative for à buyo 
would rest with top mana: : 













gers. Formally, the 
decision would be taken by a firm's "enter- 
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prise council", where management appoin- 
tees and elected workers’ representatives sit 
in equal numbers. But management would 
have the deciding vote. | 

Bosses who want to privatise their busi- 
ness must first find one or more capitalists— 
either foreign or home-grown—to put up a 
minimum of 20% of its “market” value as 
estimated by licensed auditors. Then an- 
other 2096 shareholding has to be handed 
Over, at no cost, to a yet-to-be-established 
"State Asset Fund". But what if the private 
capitalists decide to start with more than the 
2096 minimum stake? They would then have 
voting control. And they would be free to 
sell the remaining share capital to their 
friends on the softest of terms: sales can be 
made over a three-year period and on no 
more than a 1096 paid-up basis. Small won- 
der that the measure has raised eyebrows 
among those who are anxious that the good 
name of Hungarian capitalism should not be 

rnished from the start. 

Luckily, the required participation by 
the State Asset Fund, which has still to be 
set up, provides something of a breathing 
space. No companies have yet been "con- 
verted" under the Conversion Law. An- 
other law is needed to establish the State As- 
set Fund, and in its round-table talks with 
the government the opposition is insisting 
that this will have to wait until after the free, 
multi-party election promised by next sum- 
mer. The new parliament, fair-minded Hun- 
garians hope, will then fill the loopholes left 
by today’s apparatchik-dominated deputies. 





West Germany 


Pilot dropped 


FROM OUR BONN CORRESPONDENT 


RESH from his holiday by an Austrian 
. lake, West Germany's chancellor, Mr 
_-elmut Kohl, returned to Bonn this week 
ready to settle scores with his Christian 
Democratic rivals. He started by sacking the 
partys general secretary, Mr Heiner 
Geissler, who in Mr Kohl's view had got too 
big for his boots. In turfing out Mr Geissler 
so unceremoniously, Mr Kohl has chal- 
lenged his party foes to try to unseat him as 
party chairman at the party's congress in 
Bremen next month. 

They may well try. Mr Geissler will not 
take his dismissal lying down. He is a for- 
midable orator and organiser, with lots of 
friends in high places and plenty of allies in 
the party apparatus, which he has run for 12 
years. He can count among his political pals 
Mrs Rita Süssmuth, the president (Speaker) 
of the Bundestag, who is the country's most 
popular politician, and Mr Lothar Späth, 
premier of Baden-Württemberg, who some 
people see as a candidate for Mr Kohl's job 
as chancellor. If Mr Geissler can rally his 
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FROM A BONN CORRESPONDENT 


i-e stream of East Germans making 
their way across the border between 
Austria and Hungary and on to West 
Germany has become a flood. In just a 
few hours on August 19th, close to 700 
surged jubilantly through a border gate 
at Sopron, past Hungarian guards told to 
look the other way. About 200 a night 
are now finding their way across differ- 
ent bits of the largely unguarded border. 
Some 300 more have been holed up in 
West German diplomatic misions in East 
Berlin, Budapest and Prague. 

West Germany had expected some 
90,000 East Germans to arrive this year 
with the official blessing of 
the East German govern- 
ment. If the flood of 
“illegals” continues, the 
numbers could swell by up 
to 2096. 

Suffering an embarrass- 
ment of immigrants, West 
Germany's chancellor, Mr 
Helmut Kohl, this week 
urged East Germany's lead- 
ers to introduce the sort of 
reforms that are being tried 
in Poland and Hungary. If 
life in East Germany im- 
proved, he said, more East 
Germans might stay at 
home. Mr Kohl even hinted 
that, unless the East Ger- 
man leader, Mr Erich 
Honecker, does his bit to 
sort out the problem, West Germany 
might cut back the amount of money it 
pours into East Germany each year for 
everything from road improvements to 
cleaning up the environment. 

No response. That is only partly be- 
cause Mr Honecker is in hospital, recov- 
ering from an operation for gallstones. 
Mr Honecker, 77 this week, is the chief 
obstacle to reform in East Germany. Ill 
or not, he has no intention of going yet. 


ES 


forces, he may just possibly manage to hum- 
ble his boss. 

It is mainly because Mr Kohl reckoned 
that his general secretary, once a bosom 
chum, was becoming more of a rival than an 
aide that he decided to remove him. He 
tried to do the job more subtly earlier this 
year by offering Mr Geissler a cabinet post. 
That did not work, so Mr Kohl has put in 
the boot. 

Mr Geissler claims he is being made the 
scapegoat for a long string of regional elec- 
tion losses which have clouded Mr Kohl's 
future both as party leader and as chancel- 
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Through the gate and just keep go 
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That has encouraged the govern- |} 
ments stuck with the refugee problem to — 
conspire quietly against him. The East | 
Germans who pushed through the Sop- I| 
ron border gate were taking advantage of || 
a long-planned “Pan-European Picnic", || 
organised under the patronage of Mr i 
Otto von Habsburg, a Euro-mp, and Mr | 
Imre Pozsgay, Hungary's most reform- | 
minded communist. 

Part of the jollification was a symbolic 
“border walk” from Hungary into Aus- 
tria and back. Once across, the East Ger- 
mans just kept going. West German offi- | 
cials and Hungarian relief workers who |} 
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have been looking after East German ref- ||. 
ugees in Budapest had tipped them the |} 
wink. Once across the border, Austrian || 
gendarmes ferried them to a meeting || 
point and fed them. Then a fleet of || 
buses, chartered in advance by the West | 
Germans, took them to the West Ger- | 
man embassy in Vienna, where British || 
and French diplomats helped issue them _ 
with the necessary papers. Now that is | 
European co-operation. 


lor. He also believes Mr Kohl is trying to 
shift the party to the right to win voters 
from the far-right Republicans, who have re- 
cently scored heavily at the polls. E 

On the face of it Mr Kohl has made nor 
sense of the second charge by nominating 
Mr Volker Rühe to replace Mr Geissler. Mt 
Rühe, 46, is a cool pragmatist. He is deputy 
leader of the Christian Democrats in parlia- 
ment and an expert on security matters. He 
loathes the Republicans. Even so, Mr Kohl’s 
actions do constitute a gesture to those who 
have long doubted whether Mr Geissler had 
the right ideas for keeping the Christian 
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€ eissler contemplates revenge 
un 

Democrats on top of German politics. 

= _ Mr Geissler has always believed in try- 
ing to scoop up voters of the moderate left, 
the sort of people who are now dismayed by 
the flirtation between the Social Democrats 
and the radical Greens. That got him into 
trouble with the Bavarian-based Christian 
Social Union, the fiercely conservative sister 
party of the Christian Democrats, and its 
forceful leader Franz Josef Strauss. And any- 
way the Geissler strategy did not work. 

. Since Mr Strauss’s death last October, 
more and more rightist voters have drifted 
to the Republicans. Mr Kohl cannot resur- 
rect Strauss to win back the drifters. But he 
- is replacing Mr Geissler with a man likely to 
chase after the left with much less zeal. Mr 
Rühe is on excellent terms with the Bavar- 
i ans' new leader, Mr Theo Waigel. 

. The party is in for a scrap at its congress. 
- Mr Kohl runs the risk that the delegates may 
reject Mr Rühe as general secretary. They 
‘may even fail to re-elect Mr Kohl himself as 
party leader. Although a chancellor does 
not have to be leader of his party, the hu- 
miliation would probably finish Mr Kohl. 
On the other hand, if the attacks fail, Mr 
Kohl will emerge stronger than ever. He may 
not have cut much of a dash as chancellor, 
but when it comes to party manoeuvres Mr 
-. Kohl has a keen instinct for survival. 
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í zechoslovakia 
Still gloomy 


FR OM OUR PRAGUE CORRESPONDENT 


"Y TNDER the pragmatic eye of Mikhail 
‘AJ Gorbachev, the export of revolution 
may be off the communist agenda in Eu- 
rope, but the people of Eastern Europe seem 
to be enjoying the export of counter-revolu- 
rion—this time among themselves. Some 50 
foreigners, including Hungarians and Poles, 
were among those arrested in Prague on Au- 
gust 21st at a demonstration to mark the So- 

. vieted invasion of Czechoslovakia in 1968. 


EC ^58 


The Polish parliament and the Hungarian 
government recently condemned the inva- 
sion, ín which their countries' troops took 
part. A declaration read out in Prague by a 
delegation of young Hungarians said: "The 
Bolsheviks came with tanks, we come with 
flowers." Although this sort of fraternal as- 
sistance is no doubt more welcome to the 
greying intellectuals who lead Czechoslo- 
vakia's dissident movement, this year's 
demo also presents them with a challenge. 

The four-hour demonstration attracted 
several thousand mostly young Czechoslo- 
vaks. That is impressive, considering it had 
neither organisers nor the full backing of 
any of the best-known opposition groups. 
Heavy hints dropped beforehand that the 
authorities would use bullets or even tanks 
to crush any demonstration gave most op- 
position stalwarts cold feet. Czechoslo- 
vakia’s most prominent dissident, Mr 
Vaclav Havel, a playwright, said that now 
was not the time for martyrdom. Mr Zdenek 
Urbanek, a writer, issued an open letter urg- 
ing people to stay at home, so as to make the 
expected massive police presence "ridicu- 
lous by its superfluity”. 

In the event, realising that the eyes of 
the world, including an increasingly critical 
communist world, were upon them, the po- 
lice softened their tactics. Attempts to re- 
move the demonstrators by exhortation, 
and then by arrests and baton charges, met 
with derision and resistance, and brought 
the city centre to a standstill. 

No doubt encouraged by what they see 
happening in Poland and Hungary, Czecho- 
slovaks are growing increasingly impatient 
with their country's decrepit government 
and stagnant economy. The trouble is that 
the opposition cannot agree on what to do, 
and police harassment makes any attempt to 
meet to hammer out a joint strategy tire- 
somely complicated. Some want to begin a 
dialogue with reform-minded communists 
(that is, assuming any can be found). Others 
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concentrate first on strength- 
ening their almost non-existent linksewith 
workers in the factories and on the farms. 
One initiative has been a partial success. 
A petition for political freedom and reform, 
launched in June by Mr Havel and three col- 
leagues, has already collected 20,000 signa- 
tures and will collect more. Yet Czechoslo- 
vakia still seems a long way from doing a 
Hungary or a Poland. One Czechoslovak 
dissident is said to have remarked gloomily 
during the round-table talks in Poland that 
led to new elections and now a new Solidar- 
ityled government: “Even if our commu- 
nists invited us to such talks, we would have 
great difficulty filling our side of the table." 
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Greece 


Consensus and 
catharsis 


FROM OUR ATHENS CORRESPONDENT 


AVING lived for years with the high- 

handedness of single-party govern- 
ments, many Greeks find the quirks and 
quibbles of government by consensus al- 
most refreshing. Theirs is no ordinary con- 
sensus. The unorthodox partnership of con- 
servatives and communists that runs Greece 
today can hardly be expected to mend the 
country’s gaping economic holes: both sides 
are committed to remedies that remain dia- 
metrically opposed. Delicate foreign issues, 
too, have had to be put aside. Yet in many 
areas of day-to-day government little mir- 
acles of compromise and common sense are 
being performed in ways that one would 
have thought impossible before. 

The purpose of this extraordinary po- 
litical experiment is to give the hung parlia- 
ment elected on June 18th enough time to 
prosecute Socialist ministers for their ; 
leged financial misdeeds. If parliament we. - 
dissolved, in an effort to break the political 
deadlock by holding a new election, the con- 
stitution would forbid any further prosecu- 
tion of ministers and thus put an end to the 
“catharsis”? now under way. Mr Tzannis 
Tzannetakis, who heads the eight-week-old 
government set up by the conservative New 
Democracy and the communist-dominated 
Alliance of the Left and Progress, has had to 
pick a sinuous path to please both masters. 
So far he has done it with a panache that has 
sent his popularity rating soaring. 

It has not been easy. Economics calls for 
hefty increases in fares, electricity, tele- 
phone and other charges. Politics has an- 
swered with a freeze: no party wants to court 
unpopularity knowing that an election can- 
not be far off. 

The Socialists have hit upon a device for 
driving a wedge between the government’s 
partners. They are promoting an amend- 
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ment to the electoral law that the Alliance of 
the Left finds difficult to resist. Had this 
change applied in the June election, the Alli- 
ance would have won 39 seats instead of 28, 
in direct proportion to the percentage of the 
votes it polled. But the amendment would 
also make it harder for New Democracy to 
win an overall majority in the next election. 
Accordingly, New Democracy has said that 
the coalition will break up if the amendment 
is carried. 

Polling only 10-13% of the total vote, 
the communists have had a big handicap in 
the past—the belief that they were unlikely 
ever to come to power. Now Mr Harilaos 
Florakis, the communist leader who is presi- 





Florakis spies a path to power 


dent of the Left Alliance, stands before the 
television cameras not to criticise some gov- 
ernment action yesterday, but to say what he 
wants the government to do tomorrow. The 
difference is enormous. The Alliance of the 
Left appears to have set its sights on winning 
over a large chunk of the Socialist voters in 
the next election, eventually becoming the 
main opposition party. The more seats in 
parliament, the better. 

Shrewdly, New Democracy is striking 

ick. On August 29th, 40 years after the 
end of the civil war, all the records of Greek 
communists kept by the security police will 
be burnt in the furnace of a steel works out- 
side Athens. (The Socialist leader, Mr 
Andreas Papandreou, promised to do this 
eight years ago; instead his regime may have 
made use of the intelligence they con- 
tained. New Democracy also wants laws 
that would strike convictions for civil-war 
offences off penal records and would entitle 
those wounded in the war—on either side— 
to a state pension. 

Meanwhile catharsis is moving on 
apace. Parliament has voted to commit a for- 
mer junior finance minister for trial by a spe- 
cial tribunal for allegedly covering up an at- 
tempt to defraud the EEC by passing off 
Yugoslav maize as Greek. This is the first of 
three big cases brought before parliament. 
In the other two Mr Papandreou himself has 
been named. 

The leaders of the coalition hope to 
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hold the next election by November 5th. All 
agree that it would be unfair to go to the 
polls if there were criminal proceedings still 
pending against Mr Papandreou or some of 
his ex-ministers, but add that nothing can 
be done about it. It is a fatalism that may 
confirm what most Greeks believe: that Mr 
Papandreou will not end his career in jail, 
but may be absolved on some technicality or 
because of the statute of limitations, so that 
doubts about his probity will eventually 
speed up his political demise. 





Turkey 


Welcome home 
—another day 


FROM OUR ANKARA CORRESPONDENT 


WI no end in sight to the flight of 
ethnic Turks from Bulgaria, Mr 
Turgut Ozal, the Turkish prime minister, 
has had to eat his words. After boasting for 
weeks that Turkey's doors would always be 
open to its suffering kinsmen, all 900,000 of 
them, his government suddenly decided on 
August 21st that about 300,000—the 
present total—was about enough. Early the 
following day the frontier was virtually 
closed. No more ethnic Turks will be admit- 
ted unless they have entry visas issued by 
Turkish consular officials within Bulgaria, 
who will follow strict directives from An- 
kara. Under the previous open-door policy, 
the refugees have for the past three months 
poured across the border, by rail or by road, 
at the rate of about 3,000 a day. 

Economic imperatives largely explain 
the government’s reversal of policy. Finding 
homes and jobs for the refugees has proved 
horribly difficult, at a time when the Turk- 
ish economy is again in a mess. Many have 
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eta friendly greeting from Turkey 


EUROPE 


been resettled in the western Anatolian 
towns of Bursa and Eskisehir, but thousands 
are still living in tented cities near the fron- 
tier—or in schools, which are now due to 
reopen.after the summer holidays. A few in- 
dustrial firms, at the government's prompt- 
ing, have given the refugees (reputedly a 
hard-working lot) priority over the locals 
when recruiting new staff. But with nearly 
20% of Turkey’s labour force already unem- 
ployed, or partially employed, this has only 
created ill feeling. Worst of all, from the 
standpoint of Turkey's image, a small num- 
ber of disenchanted refugees have opted to 
go back to Bulgaria (though out of 300,000 a 
few defections were inevitable). 

Seeking to justify his decision, Mr Ozal 
claims that it will increase pressure on Bul- 
garia to negotiate a comprehensive agree- 
ment, providing for orderly emigration of 
those who want to go and human-rights 
guarantees for those who stay behind. It is 
hard to follow his reasoning. The Bulgari- 
ans, though cynically feigning moral indig- 
nation over Turkey’s refusal to admit any 
more "tourists" (as they officially describe 
the refugees), may well feel they are winning. 
Despite nudges from the Soviet Union, they 
are still unwilling to sort matters out over 
the conference table, mainly because they 
refuse to accept the existence of the ethnic 
Turks as a separate group. 

At present, however, the furious reac- 
tion within Turkey is Mr Ozal's biggest 
worry. The two main opposition groups, the 
Social Democrats and the conservative True 
Path party, are screaming about the “be- 
trayal" of their kith and kin in Bulgaria, 
whom he had vowed so extravagantly to 
protect. A big row looks inevitable when 
parliament reassembles next month. Mr 
Ozal’s handling of the affair is unlikely to 
boost his rating in the opinion polls, which 
currently stands at around 1596. 
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@ Rapidly growing financial services now cover 42% of first half Group trac ing 
- -profit of £959m. | 


A 





SERS 








Sess 





pw e Tobacco packs £404m into trading profit in the six months, up 12%. 


-© Paper and pulp roll out £114m, : 12% of the Group total trading profit. Thermal paper 
.. . . continues to show remarkably fast growth. 





Q Retail rings up £30m with store for store turnover growth at 8% in both US and UK. 





@ Coherent strategy pays dividends. Compound growth in dividend: 19 .8% per annum 
since 1980.. B | | | ! 










(with the exception of Sir Mark Weinberg, who iS also à | director afd Rothschild Ho odings p.Lc.. one of the investors in Hoylake. and bas publicly stated that he is taion 
relating ! ie the a e ofer). are the persons responsible for ihe. information contained in thie advertisement These Directors confirm that to the best of Meir knowledge and beliel (having tke 
easonabte 5 T To ensure that such is the casej the information contained in this advertisement Ra accordance with the facts and does not omit anylhing ukely to affect the import of such information: 

: ; ors o BAT Industries pic. father than Sir Mark Wer were accent responsibilty gecordiag? dy. 


















Transport on trial 


A dredger crashed into a plea- 
ure-boat on the Thames, kill- 
ng more than 50 people. To- 

gether with the Zeebrugge 








sham rail crash, the 
xckerbie bomb and the Mi 
crash, the Marchioness's 
iking brings the number of 
people killed in transport di- 
ers to 65] in two years. 









Shell oil pipeline broke, 
ring 150 tonnes of oil into 
e Mersey. Strong winds and 
e tide helped spread the oil 
more than 30 miles of 
ane which are expecting 
000 migratory birds soon. 

K first learned of the 
rhen a member of the 
elephoned it. 





right way to cut crowds on 
e tube: London Regional 
Transport wants higher 
fares. An abuse of LRT’s 

- power, says the Consumers’ 
Association. It wants the mat- 
er referred to the Monopolies 
nd Mergers Commission. 


Prices 


trade deficit hit £2.06 
lion in July, the second-big- 
ever. That killed talk of 
arly cut in interest rates, 
by news of the first 
n inflation for 19 
onths. High interest rates 
now knocking GDP down 
he first time since 1985. 





e e schemes for senior 
anagers are booming. 


erry, the Kings Cross fire, the | |> | 





"THE BIRTH OF VEN! 


COLS) ut | 


After holding a Surrey busi- 
nessman for five days, kid- 
nappers were paid £142,000 
to let him go. Soon after he 
was freed six people were ar- 
rested and most of the money 
recovered. À news blackout 
helped the police. 


A week after a boy was killed 
by a plastic bullet in North- 
ern Ireland, the Independent 
claimed that, since the ammu- 
nition was first used there in 
1974, over £1m of compensa- 
tion has been paid to victims. 
Fourteen people have been 


killed by the bullets so far. 


Britain's ten water authori- 
ties are preparing for life in 
the private sector. This week's 
lesson: how to borrow money. 
The authorities, which are to 
have almost all their £6 bil- 
lion-worth of debt written off - 
by the government, took : steps. 
to borrow £8 billion from in- 
ternational banks by the — 


foe aaa 
in... 


The government unveiled new 


plans for sixth-form educa- 
tion. It hopes to broaden the 


- curriculum, encouraging an 


arts-science mix, and to intro- 


duce some vocational training 
- for sixth formers. The reforms 
should be in by 1994. | 





Australia went in to bat first 


in the sixth and final cricket 
test of the summer series; Eng- 
land fielded a full side, just. 


| 
Birmingham’s international 
airport is to get anew £60m 
terminal. British Airways and 
local councils will jointly fi- 
nance the project, which 
should be completed by 1991. 
| 
| 
; 





Acid House parties, beloved 
_of the tabloid newspapers, 
. flourish in the summer's heat. 


The police ı now descend on 
are held; erus ot coppers ar- 
test party-goers and seize small 
amounts of drugs. | 


é and out 


The g£C called time on the 
imperial gill: drinks will be 
measured out in millilitres, 
which will make shorts longer. 
The industry has been given 
just 11 years to break this to 
the public. 


prere 


- Betteshanger, Kent's last pit, 


. fered to spare it when the 


— West Water: ' 


British Coal announced the 
closure of two South Wales 
pits, costing almost 1,400 jobs. 






will close too. British Coal of- 







union agreed to work at week- 
ends; but nobody turned up 
last Saturday. 













The National Audit Office 
took the book-keeping of the 
government's training pro- 
grammes severely to task. 
The NAO found cases of fraud 
and mismanagement in the 
private- and public-sector 
training courses on which the 


government spent £2.15 bil- 
lion in 1987-88. 


Lord Hill of Luton died, aged 
85. The wartime radio doc- 
tor, turned MP and minister in 
the 1950s, was himself a vic- 
tim of radical surgery in 
1962— when Macmillan axed 
him in the Night of the Long 
Knives. But he went on to be 
chairman of the Independent 
Television Authority and then 
of the BBC. 





















































Nalgo, the white-collar local- 
government union, voted to 
break the law. A meeting 

voted overwhelmingly to disci- 
pline strike-breakers in the 
union, and perhaps expel 
them. The 1988. =mployment. 
Act made this illegal: a mem- 
ber thus ' ‘disciplined” can 

take the union to court. 








Homan Read, a pensioner in 


Devon, was fined £200 for us- 


ing his hosepipe during the 


drought. He thanked South 
“After all the 
money | received from televi- 
sion companies for my story, 
I’m left with money in my 
pocket." 
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bN AUGUST 23rd the sound of rend- 
ing garments in the Treasury's Parlia- 
ment Street offices could be heard clear 
across St. James's Park. New figures showed 
that Britain's current-account deficit in July 
was £2.1 billion, second in awfulness only to 
last October’s £2.3 billion. Two days before, 
the government had announced an early es- 
mate of the economy's output in the sec- 
. nd quarter: it was 0.4% lower than in the 
first. The British are a bit vague about these 
matters, but Americans would call two such 
quarters of negative growth a "recession". 
The chancellor was away on holiday, 
_ but officials sprang into action with all the 
special factors they could muster. The trade 
figures over the period from April to July, 
they pointed out, were affected by the dock 
strike. No doubt. However, their earlier ad- 
vice had led the City to think that June’s 
strike had depressed exports more than im- 
ports, and that importers, anticipating trou- 
ble, had brought in more goods than usual 
during April and May. The unwinding of 
these distortions in July ought to have 
meant a smaller deficit, not a bigger one. 
_ Ah yes, but remember "Healey's De- 
fence": such figures are inaccurate at the 
best of times. When official statistics last 
year started to tell a gloomier story than 
hitherto, the government began boasting 
bout their utter worthlessness. Speedy re- 
. wabilitation can always be arranged once a 
series behaves gain. From next month, for 
instance, expect to hear less about the de- 
fects of the retail-price index (rPI). Retail- 
price inflation will fall sharply in August, be- 
cause part of last summer's rise in mortgage 
... rates will drop out of the index. The under- 
lying rate of inflation (ie, excluding mort- 
gage interest) will drop by less, if at all. 
< The external accounts are in a bigger 
han most. They offer good scope for 
xcusing this week's dreadful trade figures. 
he government's external accounts for 
[988 (the "Pink Book", also released this 


week) show many anomalies. Despite a cur- 





















's net foreign assets actually increased by 
rly £4 billion last year. Might. Britain 

"therefore have been running a curtent-ac- 
... count surplus without knowing? 






days for the chancellor 


 rent-account deficit of £15 billion (which, | 
onthe face of it, ought to require net foreign - 
borrowing of the same amount) the coun- 
S E 


Economists at Morgan Grenfell think 
the current-account deficit was smaller than 
the figures show-—but not by enough to ac- 
count for the growth in net foreign assets. 
Rather, they see the rise in net assets as 
meaning that Britain earned much higher 
returns on its foreign investments than for- 
eigners made on their investments in Brit- 
ain. Britain's stock of overseas portfolio in- 
vestments last year produced an income of 
£5.9 billion and a capital gain of £16.1 bil- 
lion (despite exchange-rate losses); foreign- 
ers' financial assets in Britain produced an 
income of £4 billion and a capital gain of 
only £2 billion, This shows that investing 
abroad makes sense (Labour politicians, 
please note), but it does nothing to draw the 
sting of the latest trade figures. 

. Again, the figures for GDP can be quali- 
fied only into partial submission. They are 
subject to extensive revision. They include 
oil production, which has lately been beset 
by accidents. Exclude oil, and the quarter- 
on-quarter fall in output shrinks from 0.4% 
to 0.196. Again, however, most non-official 
forecasters had taken this on board—yet 
were still unpleasantly surprised. 


The election can wait 


In view of the trade figures, Mr Lawson can 
think himself lucky that the markets did not 
demand another immediate rise in interest 
rates. The pound wobbled on August 23rd, 
but did not dive. However, any thoughts of 
an early cut in interest rates were put aside. 


Lawson's darkest hour — he hopes 


88 1987 
Source: Central Statistica! Office A E 





tune of £2 billion a year and by 


When will the outlook i 
a while, according to new fore 
National Institute of Economi 
Research. Ássume broadly unch 
getary policies, and a pound depre 
the pace implied by the present intei 
differential in favour of sterling a: 
is, by around 596 a year). Then the i 














reckons that retail-price inflat 

742% at the end of the year, an 
end of 1990. In the spring M 
512% by December 1989. 
thinks that the current-accour 
be £18 billion this year and : 
lion next. Growth will be 21596 
less than 2%; with interest i 
throughout at roughly their pres 
might fall to less than 196 in 199 
more than 1% in 1992, Even then 
would still be 596. Y s 

Not exactly thrilling news. Wha 
happen, the institute asks, if Britain: 
a full member of the European M 
System? Sterling would hold stead 
since, by assumption, it would 
also be expected to hold stea 
rates would gradually fall to tl 
average. The strong pound, tog 
the effect of falling interest rates 
would drive retail-price inflation 
presto, to zero by 1991. 

The trouble is that lower interest 
would also spur domestic demand, 
sterling fixed this would spill over 
much bigger current-account’ defi 
keep that in check, Mr Lawson woul 
to tighten fiscal policy by raising taxe 













































public spending. The economy wo 
no faster than before. Even so, tl 
account deficit would still be twice a 
1992 as on present policies. l 
Many City economists, rattled th 
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“ep trouble. It can choose, broadly, either 
} slow growth, embarrassingly high infla- 
on (Mr Lawson’s “judge and jury”), a tol- 
ably bad E deficit and small 
x cuts, or (b) slow growth, victory over in- 
ition within the EMS, a much worse cur- 
nt-account deficit, and tax increases. Nei- 
i r looks an. election-winner. 
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VAN IEL only had to walkintothe | 
J ions’ den. Nobody asked him to | 
run in, weave about a bit and put the | 
ll in the back of the net. But that | 
ill be Mr Mo Johnson's tricky as- | 
gnment on Saturday afternoon, | 
ould he decide to turn up for work | 
"Celtic Park in Glasgow. | 
¿For Mr Johnson is a footballer. | 
qually i important, under the circum- | 
ances, he is a Roman Catholic. | 
e, there will be several other | 
olic footballers running about | 
e same pitch on Saturday. The snag | 
for Mr Johnson i is that they will allbe | 
playing in the green and white of | 
Celtic. He will be playing against | 
"them for the city's other football | 
_ club, Glasgow Rangers—which has | 
-not had a Catholic in its regular first | 
team. for just over 100 years. | 
coos Mr Johnson used to play for Celtic | 
| himself, back in the mid 1980s, be- | 
- fore the intensity of the city's football | 
passions drove him abroad to play for | 
à French club. Indeed, the one thing | 
hat upset Rangers’ supporters in | 
ose days more than Mo's success at. | 
e net was his habit of signing him- | 
lf with the Cross whenever a goal 
left him feeling over the moon. 
Such provocative behaviour on 
Saturday could spark a mass crisis of 
identity on the terraces. When news 
of his signing was broken in July, 
Protestant Rangers fans burnt their 
scarves. Then they saw the pain Mo 
had caused Celtic's fans, who had 
been counting on his return. The 
break with the past began to strike 
Rangers’ fans as inspired. But the re- 
actions of both sets of fans on Satur- 
| ay, when they meet for the first time 
his season, are hard to predict— 
whether Mo turns up or.not. The 
bookies are quoting odds on a nom | 
appearance, so all eyes will be trained 
jn the tunnel as the players tun out: 
ook for the man carrying a whip in 
one hand and a chair i in the other. 








the institute is mW E government is in 


Jome fires burning 


USTOMERS of Britain's soon-to-be- 
privatised electricity industry are get- 
ting a rotten deal—and the government is 


the culprit. Electricity bills have risen by 


some 1596 over the past two years, thanks to 
the government's insistence that the indus- 
try should increase the return on its assets. 
This has left British businesses with the sec- 
ond-dearest power (after West Germany) of 
all 13 industrial countries surveyed by Na- 
tional Utility Services, a consultancy. 

Ás energy secretary until last month's 
cabinet reshuffle, Mr Cecil Parkinson pre- 
dicted that electricity prices would fall back 
after the 1990-91 privatisation. That looked 
feasible: National Power and PowerGen, the 
companies which will inherit the power sta- 
tions run by the Central Electricity Generat- 
ing Board (CEGB) after privatisation, seemed 
keen to cut costs by buying a lot more coal 
overseas. But that was before the govern- 
ment became obstructive. 

_ Presumably worried that wholesale coal 
imports might sink the slowly recovering 
British Coal before it, too, is privatised in 
the early 1990s— and with half an eye on 
Britain's deteriorating trade deficit-—the 
government is seh on National Power 
and PowerGen to scale down their immedi- 
ate plans to shop abroad. Together, the 
companies had hoped that, within a year or 
two of flotation, they might be importing 
close to 10m tonnes a year—the maximum 
that could currently be handled by Britain’s 
docks—with a rapid expansion thereafter. 
They are now likely to limit imports to a 
joint 5m tonnes or so in the short term— 
compared with the 2m tonnes now burnt. 

The government’s intervention marks 
some back-peddling by ministers. When it 
launched its electricity-industry. privatisa- 


Ready for the imports 








tion, the government pledged that genera- 
tors would be free to buy their coal where it 


was cheapest. Fuel makes. up 60% of total 


costs for the power-generation business. Im- 
ported coal is about a third cheaper than 
British Coal's supplies; one study has esti- 
mated that every 196 fall in the average price 
of coal to generating companies would boost 
their profits by 896. Long term, the CEGB 
thinks that generators could save £500m a 
year by importing 30m tonnes of coal. «— 
British Coal has long argued that im- 
porting so much coal would push up the 
world price. Even if it did, the rise would not 
be nearly enough to wipe out the cost advan- 
tage of imports. The company has also tried 
to raise the spectre of supply security: post- 
Scargill, it reasons, surely it is worth paying - 
premium for secure domestic supplies? _ 
British Coal's victory may be hollow. 
The government (rightly) looks set to ignore. 
the wishes of Sir Robert Haslam, the compa- 
ny's chairman, by splitting British Coal into 
a handful of competing coal companies 
when it is privatised. And while British Coal 
will win the bulk of the privatised electricity 
industry's initial coal-supply contracts, it (or 
its heirs) will face renewed competition from 
imports when those contracts expire in the 
mid 1990s. On August 23rd National Power 
announced that it was considering building 
two deep-water coal-import facilities—capa- 
ble of handling 10m tonnes between 


them—in South Wales and Cleveland. 


If Britain’s coal industry is ever to com- 
pete with imports on price, it has to shrink 
further. By the mid 1990s expect the indus- 
try to consist of, say, 60 deep pits (78 will be 
left by the end of this month) producing 60- 
70m tonnes a year (against 85m now). 
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s why so many of our guests return to the Jianguo. It's a tradition — just- 
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— from our unique water garden to our carin 





5002871, Swiss-Belhotet Managerhent, Tel: (85205: 
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A car built on the principle 
that people are priceless. 











Mercedes-Benz is totally committed to balancing 

des e — 9 performance with safety. 

E E m In fact, a history of the Mercedes-Benz safety | 
ies programme is essentially the history of international 5 

automotive safety developments. | 


Underlying this achievement is an important Mercedes- 
Benz philosophy: no price is too high to guarantee driver 
and passenger safety. 





Prevention is the best cure 
vM EN ue The engineers at Mercedes-Benz strongly believe that 
L1 helping the driver avoid an impact — or avoid even getting 
"into a potential accident situation — is one of the most 
effective forms of safety. For example, a superb suspension 
guarantees maximum road grip on any surface in any 
conditions. ABS braking — a Mercedes-Benz development 
— gives you highly effective stopping power on slippery 
surfaces. The single blade wiper clears 8796 of your 
windscreen. The fine ribbing on the tail lights promotes 
an airflow that prevents dust from gathering. 


Every aspect of the car, large or small, has been carefully 3 
designed, scrutinized and tested to contribute to maximum 


safety. 
The ultimate protection 

Should a collision occur, a Mercedes-Benz will protect 
you better than any other car on the road. 


From the basic protection of the crumple panels and : 
reinforced cabin shell to the incredibly sophisnoed airbag, 

the Dh e personal protection is nothing short of 
extraordinary. Even the front seat belts have microprocessor 
controls — a standard feature in every Mercedes-Benz — to 
tighten on impact for extra security, in just 12 milliseconds. 

At Mercedes-Benz, we've never considered safety 

measures a luxury: they are an absolute necessity because 
we value our customers’ safety, something that has no price. 
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Mercedes-Benz 


The unforgettable experience. 
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LOOSEN YOUR 
Po: SEAT BELT, HERE COMES 
cz" YOUR SUMPTUOUS 

£d FOUR COURSE MEAL. 


Recently, we sent our head chef 
overseas. His mission, to upgrade our 
food and services. 

As you can see, our mission was 
accomplished. Pictured, is one of the 
| hors d'oeuvres we serve in First Class. 

Improvements which we have 
carried through to our Executive and 
Economy Class, as well. 

To complement this, we've also 
redesigned our menus. 

Redecorated our interiors and 
fitted new soft pastel seat coverings. 

And finally, we've increased the 
number of flight attendants on board. 

So, the next time you fly with 


us, you can sit back, relax and enjoy 





every aspect of our high standard of 
service. 

Even if you have to loosen your 
seat belt to finish our sumptuous four 
course meal. 


Garuda Indonesia 
Proud to welcome you aboard. 
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"WHERE DOES THE US. 
STAND ON STANDARDS? 
y WHEN WiLL WE GET HDTV Our OF - ! 
BLUE SKY AND INTO OUR LIVING ROOMS? 














C hwo adah have to io happen. oe T n Hollywood. 
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electromagnetic spectrum 
more than five times larger 
than the six megahertz now — 
allocated for broadcast TV. 
And there's just no more 


E HDTV gobbles up five limes 
spectrum available. more spectrum than erinma 





nda Ks did for HDIV 
1 Il HDTV signal can require a band of the 








f s onl nly makes sense d choose standards that 
: serve the green number. of people worldwide, 


be that instead of true HDTV, the United 
States will opt for “improved” TV, or 
enhanced-definition TV, at least as an 
intermediate step. 

At this stage, nobody knows what 
will happen. There are lots of alterna- 


_ tive Pint ia eoe — discussed: 


busting TV. ebisiconenti dastali 
$ yt HDTV Proposais 
1 to consider and 125050 Europes 
pi wed S 1234} Japan: 
108(SO 4 (United Hates 


e's so much atstake, 1 — " 


the FCC is not likely & t 
be able to recommend a - | 
delivery standard before P 
1992. Sothesoonest | 
HDTV broadcasting | E : 
could begin in the U.S. 

is not until 1993. Or 


anyone's guess. P 
In terms of their technical difficulty, idi 
standards being proposed are equally challeng | 
because they all require about the same data rat 
While the U.S. doesn't need to have exactly 
standards as Japan and Europe, they should be 
in picture quality—and transferrable. Cho 
standard appreciably lower than those in ¢ 
could have serious consequences. | | 
The best choice of standards is obviously t 
makes the most economic sense and that satisfie 
and interests of the greatest number of people world 
The wrong choice of standards—or o ther er 
polisics could jeopardize not just the 
American TV industry but U.S. tech- 
nology and international trade. 
We should choose soon but not 
without getting all the facts. Under- 
standing all the consequences. 
Hearing all the arguments. — "A 
Get a jump on the discussion by. 
writing to us on your letterhead for a 
copy of our fact-filled HDTV brochure. ; 
We're the world’s leading 


professional TV company. 


IF YOU WATCHED TV TODAY. 
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"The first steps should tale to to start doing 
business in Australia. 


you step into the Australian market, step 


If you'rethinkingof doingbusiness ^ covers the whole of Australia and key 
into the Commonwealth Bank. 


ein Australia, the Commonwealth Bank financial centres of the world. 
"will be able to give you a knowledgeable Putting us in the best position to 
"introduction to Australia’s complex ^ provide expert advice on investments, COMMONWEALTH BANK 
—marketplace. markets and opportunities. OF AUSTRALIA. 

Our network of over 1250 branches All of which suggests that before Australia's leading bank. 


Sydney (Head Office), Tel 61(2)227 711. London, Tel 44 (1)6000822. Frankfurt, Tel 49 (69)290166. New York, Tel 1(212)848 9200. Chicago, 
Tel 1(312)876 1200. Los Angeles, Tel 1(213)689 4702. Tokyo, Tel 81(3)213 7311. Singapore, Tel 65 (224) 3877. Hong Kong, Tel 852 5-221093. 
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The countryside 


Rights of excess 


Y let farmers do freely what others 
can do only with society’s permission? 
Why bribe them not to do what others are 
simply forbidden to do? And where the law 
does apply, why close your eyes when they 
plough through it? The green lobby has 
been asking this for years. It now sees signs 
that the powers that be are starting to listen. 
This month's green issue should be an 
easy one—defiance of existing law. The 
1989 straw-burning and footpath-ploughing 
season is under way. 

Aided by the National Farmers Union 
and technical advances in ploughing the 
stuff in, local by-laws on straw-burning are 
better respected than they used to be. Not 
so the law on public footpaths. National law 
-eavs farmers can plough these—it is time- 

nsuming to lift the plough each time you 
meet the path—but must make them good 
within two weeks. Ploughing is common; 


ee 
Roots. 


HIS weekend a million revellers will 

attend the annual carnival in Lon- 
don's Notting Hill. Though no longer the 
biggest black community in London, 
Notting Hill's is the senior one; it was an 
important location for many of the West 
Indians who were encouraged to emigrate 
to Britain after 1945, and in 1958 was the 
site of a bitter race riot. The carnival was 
started in the 1960s to give black people 


something to celebrate, and has now be- 


come Europe's biggest street festival. 

Twenty years ago the carnival 
epitomised a particular phase in the his- 
tory of black London. West Indian immi- 
grants, who were among the most enter- 
prising in their home islands, had come to 
London to find themselves discriminated 
against and attacked by the poor whites 
who lived in the now-demolished slums of 
neighbouring Notting Vale. The carnival 
gave these first-generation immigrants 
something of their own: a bit of Carib- 
bean culture in London, as distinctive and 
defiant as the dreadlocks that their chil- 
dren grew in the 1970s. 

This year's carnival shows the neigh- 
bourhood changing once more. A battle 
for control has erupted between the old 
organisers, the Carnival Arts Committee, 
and a group of young, professional blacks. 
The old committee was incompetent and 
disorganised; a report last year by the con- 
sultancy arm of Coopers & Lybrand, an 
accountancy firm, criticised it for failing 
to exploit the carnival's huge commercial 
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making good, rare. A survey in 1984 found 
6096 of paths through arable fields ploughed 
and mostly invisible. Usually the farmer 
sows and harvests too: the walker is entitled 
to step through the growing crop, but few 
are brazen enough to do so. 

Farmers naturally act like this more of- 
ten where rights of way are little used. “Nat- 
urally"? That sort of thinking is the trouble, 
say the greens: a right is a right—do you feel 
it natural to nick your neighbour's car just 
because it is seldom used? The heart of the 
problem is a failure by the county councils— 
whose responsibility it is—to enforce the 
law. Few have the will or the staff even to 
look, let alone to prosecute offenders—and 
users or user groups cannot prosecute. 

Yet the pressure is on. When the Coun- 
tryside Commission last year suggested mak- 
ing it easier to divert footpaths, other greens 
reacted angrily—and won. The Commis- 
sion will soon offer another idea. Next 
month the Ramblers Association will orga- 
nise nationwide rights-of-way demonstra- 
tions. Meanwhile, walkers have won half a 
victory in Parliament over access to 





Go on, privatise me 


potential. Carnival Enterprise Ltd, which 
will organise this year’s event, is led by Ms 
Claire Holder, a black barrister, and is try- 
ing to improve efficiency. 

The old guard is furious at what it sees 
as a hijacking of the carnival by men in 
suits and women who have power break- 
fasts. Its supporters noisily interrupted 
the launch of this year’s carnival at the 
House of Commons; it says the new 
organisers have sold out their heritage 
and are lackeys of the police. For their 
part, some of the new organisers dismiss 
their opponents as "welfare-state blacks,” 
inward-looking and ghetto-minded. 

At the heart of the dispute is a battle of 
the generations. Those who first 
organised the event had an understand- 
ably limited vision; so much of British life 
was shut off to them that they retreated to 
their own areas and some of their own tra- 


privatised water-authority land. 

Existing public rights of access are triv- 
ial beside the potential invasions of farmers' 
rights to manage the land, which today are 
broad indeed. Effectively, farmers escape 
planning control. They can alter the land- 
scape—planting what crops they like, bull- 
dozing hedges, cutting farm roads, even 
erecting farm buildings—almost as they 
choose. They also have unusual freedom to 
pollute. They must not dump cow-dung in 
the brook. But they can bury their land in 
nitrogen or swamp it with pesticides, and 
the run-off is the water authority's concern, 
not the farmers'. 

So, if farmers are to behave better, they 
must be bribed (and even the rare cases of 
compulsion—the Nature Conservancy 
Council has real teeth in designated sites of 
scientific interest—are sweetened with com- 
pensation). The bribes are many: 

@ The 1981 countryside law offered cash to 
farmers making “management agreements” 
not to do this or that. Few took it. 

@ Since 1984 things like new hedges and 
walls get grants; 40% in the lowlands, more 
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ditions. But many of today's black Lon- 
doners—born and bred here—doubt 
whether such exclusivity makes sense. 
Those running this year's carnival are do- 
ing just what any other bunch of street- 
cred London professionals, of any colour, 
would do—looking for sponsorship and 
staying on the right side of the police. 

They are doing one other thing, too. 
Though white Britain could never quite 
countenance the fact, many of its first 
black immigrants came from hard-work- 
ing middle-class communities in the Ca- 
ribbean. After being forced by British rac- 
ism to wander for 30 years in side-streets 
that led nowhere—except to a lot of spare 
time to explore black power and 
rastafarianism—some of the grandchil- 
dren of those first immigrants are now re- 
learning middle-class ways. Back to their 
roots, you might say. 
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plan to reward gree 


er. This, for instance, offers South 
Downs farmers £160 a year per hectare to 
nvert ploughed fields to the pasture it 
ed to be. Others are paid not to drain 
d, or to leave wildlife strips round fields. 
ners have flocked into these schemes. 
armers can already get paid to “set aside” 
ot farm—land. A new pilot scheme will 
them to do green things on such land. 





an transport 


Most of Britain’s 
ut any forei ign cities with ur 
rred trams to buses. 

ns look poised for a comeback 


SHEFFIELD, Manchester and Bristol 
have already got Parliament's approval 
o it. Birmingham, Leeds, Bradford and 











Glasgow, Swansea, Croydon and 
n Milton Keynes have shown some inter- 
! doing it. And virtually every big pro- 
vincial city in Britain is talking about it: the 
possibility, that is, of building a new light- 
ail transport network. 
... Most of these cities are not looking at 
some Docklands-type elevated railway, its 
driverless carriages gliding (technical 
litches allowing) above snarled-up 
‘ity streets. What they have in mind is 
he resurrection of a vehicle that died 


* 


lingering death in Britain in the 
950s: the tram. 

The trams scrapped in Britain af- 

the second world war were noisy, 

bersome double-deckers that 

gged up the traffic. They proved 

match for the flexible diesel buses 

eplaced them, and only tram en- 
sts, who flock to Blackpool to 

e few that remain, now mourn 

"But many continental coun- 

kept their trams, and are now 
that they did. 

‘ast, stylish and quiet, modern 

can run along rails on 

'strianised streets, ordinary 

underground tunnels or 

ground railway tracks—all on the 

journey. The result: an ideal 

Xf mass transit for medium-sized 

that cannot contemplate the 

ge expense of a full-blown under- 
und railway. 

The tram is coming into use in 
across. Western Europe (espe- 

lest Germany) and America 
to date, with more soon to 

dded) as well as the communist 


i = in al 
vironmentally sensitive areas” has done 
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hampton have plans to do it. Edin- - 


TTE 





he EEC plans fercen new: winno on nitrati 
| (not just drinking) water. Farmers will 
get compensation if fertiliser limits force 
them beyond "good agricultural practice". 
Even if it works, all this is costly, there- 
fore limited. Instead, the green lobby argues, 
go for green farming nationwide. Few dis- 
pute the farmer's free choice of crops. But 
some want planning control on new drain- 
age or moorland ploughing, together with 
preservation orders for walls and hedges. 
Farm buildings could also be controlled. 
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er cities sappi their trams for buses in the 1950s. 
an transport problems have since pre- 
Financing their revival may be tricky, but Britain’s 


world—mainly because medium-sized cities 
are struggling to cope with the traffic prob- 
lems of 1m or more inhabitants. These folk 
block its streets with around 350,000 cars 
(560,000 in the United States). But they 
balk at parting with the huge taxes 
needed— perhaps £1 billion—to construct 
even a modest underground network. Buses 
are therefore the only alternative public 
transport—and buses, far from substituting 
for cars, for the most part simply impede 
them. 






William Wald: 


“green’’ minister fve 5 years ago. They coni 


 trasted "central planners" with "the beauty 


puis? 


that private enterprise and the laws of prop- 
erty have given us". Whitehall even talks of 
easing control on farm buildings diversified 
to new uses. Yet there are straws blowing the 
other way in the wind: a Conservative party 
that wants to stress the “quality of life", and 
a new sectetary of state for the environment. 


mm mS it s itd eb airo mri rtr 


— i 


The traffic experts who want us all to get 
tramming point to four main advantages: 
€ Cost. Like tubes and trains, trams are ex- 
pensive to build but relatively economicalto . 
run. They can take about four times as many 
passengers as buses. Of the initial invest- 
ment, most of the huge cost of building ure 
derground railways comes from tunnelling, ee 
which is likely to cost at least £25m ami 
with an extra £5m-plus for each station; tl 
cost of laying tram tracks or converting ex- = 
isting overground railways is roughly £3m a... 
mile. 3 
Trams themselves tend to be expensive: 
about £1m each. (In the first phase of the 
network currently being planned in Man- 
chester, about a third of the capital cost is 
likely to go on the 30 or so vehicles re- 
quired.) They cost oodles mainly because 
they have to be versatile: accelerating and 
braking like cars, while carrying a loaded 
weight equal to two juggernauts; taking 
curves of less than 60-foot radius 
(standard trains can manage only a 
600-foot radius); and climbing gradi- 
ents of up to 1:10 (the steepest gradi- 
ent on a main line in Britain is 1:37). 
Trams are also pricey because 
they are built on small production 
runs, typically 20-30 vehicles. Rarely 
do two cities order the same model. n 
Steep | gradients | in some 
stronger engines and brakes; ‘Shas. -— 
corners in others demand double- ee 
articulated (three-carriage) vehicles to 
get round the bends; medieval gate- — 
houses at key junctions in some Ger- 
man cities mean narrower cars. | 
Some of this differentiation — 
may be bogus. Each city, it seems, 
wants to build a state-of-the-art sys- 
tem, made just for its lovable quirks. 
A bit more modesty could mean some 
big savings. One manufacturer esti- 
mates that a block order for, say, 100 





could save them 10-20% of the aggre- 
gate cost of five separate, slightly i 
customised orders. 
€ Capacity. Large trams running fre 
quently can move more people, more 
quickly than even the most advanced : 
. buses with their own lanes. Under |. 
ideal conditions, buses can shift up 


vehicles by a group of British cities — 
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Designer transport 


GRENOBLE banker friend of Mr 

Hubert Guyot, director-general of 
Grenoble’s tram company, travels to his 
office every morning on a new tram that 
follows a former bus route. When there 
was only a bus, he used to go by car. So Mr 
Guyot asked his friend why he had 
changed his routine. Because, said the 
banker, the tram is so much more fre- 
quent. But not so, according to Mr Guyot: 
the bus used to come just as often. The 
moral? Seeing those rails in front of them 
does wonders for the confidence of tram 
commuters that the next one will be along 
in a trice. 

Grenoble’s trams, reckoned to be the 
most advanced in the world, were de- 
signed with as much attention to appear- 
ance as performance. The rounded front 
has nothing to do with aerodynamics: it 
was adopted simply as a contrast to the 
old-fashioned trams people remember. 


When asked in a 1983 referendum 


whether they wanted trams, only 36% of 
grenoblois bothered to vote at all and only 
53% of them said yes. Six months after 
the first line opened in 1987, 94% said in 
an opinion poll that they liked it. 


The trams have been designed as an 
adornment for the city. In the bad old 
days, up to 90 buses an hour funnelled 
along a single route through Grenoble’s 
historic centre, bringing fumes, noise and 
congestion. Buses are still a vital part of 
the city’s transport system, but the old 
route map has been torn up. Now buses 
ferry people to tram stops outside the cen- 
tre; only the all-but-silent trams may glide 
down the historic central streets, where 
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Tram à grande vitesse 





6,000 passengers an hour in each direction; 
light rail of one kind or another can be via- 
ble with 2,000-20,000 passengers an hour, 
underground railways with 15,000-plus. 
€ Use of space. For passengers, trams are 
buses that can turn into trains. Manchester 
plans to hand most of its extensive subur- 
ban railways to vehicles that will travel to 
the city centre like trains, then wander 
around the centre taking people directly to 
and from work. So most trams will have to 
are road space with cars; their operators 
in Britain are leaning on traffic authorities 
to give them the same priority at traffic 
lights that trams enjoy on the continent. 
€ Comfort. Buses have a tatty image. Lon- 
don's double-deckers, for example, still al- 
low smoking on their upper decks. The 
South Yorkshire Passenger Transport Exec- 
utive, which is promoting a "supertram"' for 
Sheffield, acknowledges that most car driv- 
ers will only opt for public transport if it of- 
fers them a touch of luxury. A vehicle with 
room for over 100 seats, running every five 
minutes through a provincial city, could 
provide, for example, airline-style club-class 
seating and ban smoking. 


Who pays? 
For many urban councils in Britain, the 
tram offers a new cure for their traffic night- 


mares. Some of the proposed lines (like 
those of Sheffield and Manchester) are be- 
ing designed to take commuters and shop- 
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pers to newly developing parts of their cities. 
Others (like lines planned in Bristol and Bir- 
mingham) will provide faster links between 
city centres and suburbs, sometimes making 
extensive use of existing or disused railways, 
elsewhere depending on new tracks running 
along roads. 

All but one of the schemes are being 
conceived by public-sector bodies—usually 
a passenger-transport executive (PTE) in the 
big conurbations. The government wants 
each of them to have as big a private-sector 
element as possible, and local companies 
will certainly be tapped for cash. 

Some developers, like those behind the 
massive £235m Meadowhall shopping and 
leisure complex in Sheffield, due to open 
next year, ought to be happy to contribute 
to a new mass-transit system. If che plans are 
fulfilled, Sheffield's trams will bring passen- 
gers from the city centre to Meadowhall’s 
steps. Other companies may be harder to 
persuade that the money will not, in the 
end, be available from the public coffers. 
Perhaps city councils in such cases should 
take a lead from the one tram scheme that 
has been devised by a private company: Bris- 
tol's Advanced Transport for Avon will, for 
the most part, site route stops only outside 
the properties of developers who have com- 
mitted their own cash to the project. 

However successful their approach to 
businesses, most local authorities expect to 
attract only modest private finance. In strict 





BRITAIN 


one vehicle every five minutes causes little 
disruption but can disgorge up to 250 
passengers. 

None of this has come cheap: the first 
line cost 1 billion francs (£100m) at 1985 
prices—around £250 for every inhabitant 
of Grenoble. Today’s passengers are un- 
concerned: with the help of a 30% central- 
government subsidy and a special new 
payroll-tax on local þusinesses, the impact 
on the rates has been modest. And the au- 
thorities hope to recoup some of their in- 
vestment by selling their design to, among 
others, the British. 





terms, trams are not a commercial proposi- 
tion: huge fares would invariably be needed 
to recover the initial capital outlay in less 
than, say, 20 years. That leads the tram 
champions to Whitehall. 

Under new Department of Transport 
rules, public subsidies will only be available 
for tram or railway projects where it can be 
shown that people other than the passen- 
gers—such as car drivers saving time in less 
congested streets—benefit to the full value 
of the public-sector contribution. Local 
transport authorities around Britain have 
therefore been forking out six-figure sums 
for studies which prove—with a little help 
from quantification methods which set a 
generous value on people’s leisure time— 
that non-users will so benefit. 

Some schemes are going to fail this non- 
user benefits test, however they are assessed. 
In such cases, much as the government in- 
tended, feasibility will depend almost en- 
tirely on the support of local businesses. 
Southampton’s example is being closely 
watched: an overhead "people-mover" con- 
necting new dockland developments with 
the rest of the city centre will be of such 
huge benefit to the area's retailers that the 
city council is confident of their enthusiastic 
support. The burning question remains: 
how much will a department-store owner 
pay for a tram to stop bang outside the linge- 
rie department? 
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| Bidding on 


| 
| B.A.T Industries, the stores- | 
|. to-tobacco giant still smoking | 
| from a $21 billion takeover 
.|. bid, announced a 20% in- | 

crease in pre-tax profit to 
E81 Im ($1.4 billion) for the 
first six months of 1989. 
J B.A.T’s chairman, Patrick 
. Sheehy, modestly said the 
. company was in good hands 

when he unveiled his defence 
. document. Sir James Gold- 
smith, leader of Hoylake, the 
prospective buyer, wrote to 
B.A.T offering to negotiate. A 
French insurer, AXA-Midi, 
joined Sir James's bid as a will- 
ing buyer for Farmers Group, 
| B.A.T's American insurance 

subsidiary. 





. After nine months Plessey, a 

. British electronics company, 
~ hasall but succumbed to a 

. $3.2 billion bid from Anglo- 
West German rivals GEC and 
; Siemens. Its last remaining 

. weapon is price: its defence 

© document claims the final of- 
fer of 270p a share is worth 

. 12-22p less than the bidders 
- were earlier willing to pay. Few 
` expect anyone to listen. 


In France's biggest-ever take- 

| over battle, Jean-Marc Vernes, 

. chairman of Compagnie 
Industrielle, finally won the 
support of his board to fight 

. Compagnie Financière de 





~ Suez's $3.6 billion bid. Mr 
. Mernes has until August 30th 
to make a counter-offer. 

















l | In the first six months of 1989 
- over 1,600 British companies 








Boots, a British chemist, won 


took part in mergers and ac- 
quisitions, worth a total of 
£38 billion ($64 billion)— 
more than twice last year's 
sum. At the top of the mer- 
chant-banking league tables 
Lazard Brothers gave advice 
on deals worth $5.9 billion, 
while Charterhouse and Hill 
Samuel advised the most cli- 
ents—25 each. 
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its $1.4 billion battle for con- 
trol of Ward White, a retailer 
which sells car parts, bicycles 
and DIY goods. Boots faced lit- 
tle opposition once Ward. 
White's leveraged buy-out 
remedy failed to work. 


Bass, Britain's biggest brewer, 
has agreed to pay $1.95 billion 
for Holiday Inns in America, 
Canada and Mexico. Bass 
bought the chain’s hotels out- 
side North America in 1987. 
The deal will make Bass the 
largest hotel operator in the 
world. | 


Hard times 


The savings and loan indus- 
try in America lost $3.7 bil- 
lion between April and June 
this year, bringing losses for 
the past 12 months to neatly 
$14 billion. The painful diet 
of too little savings and too 
many dodgy loans looks set to 
continue: high interest rates 
have increased the cost of at- 
tracting deposits. 


The Philippines quietly ne- 
gotiated the second debt- 


restructuring agreement under 
the Brady plan (the first was. 
Mexico's). Rather than writ- 
ing down debts, it encourages 
the Philippines to issue bonds 
and buy back part of its exist- 
ing obligations at a (negoti- 
ated) discount. 


After its earnings slumped by 
60% to $260m in the first half 
of the year, Eastman Kodak, 
a cameras-to-chemicals com- 
pany, unveiled its fourth 
restructuring since 1983. The 
idea: to save $200m by selling 
peripheral businesses. 


Beating retreats 


France's third-largest bank, 
Crédit Lyonnais, became the 
ninth firm to quit making 
markets in British government 
securities since the market was 
deregulated in 1986. The 
move came hard on the heels 
of a similar move by Ameri- 
ca's Merrill Lynch. 


Ford is abandoning the doc- 

trine of “Fordism’’, accord- 

ing to which each worker is al- 
lotted a single task. The 
carmaker now believes better 
productivity springs from 
semi-autonomous groups of 
workers. 


Making advances 





. Japan made another move on 


Hollywood. Victor Company 

of Japan (JVC), a consumer 
electronics firm, plans to in- 

vest $100m in a joint venture 


with Lawrence Gordon. The 


LR LT EN HII rite ete Hem rime rsen rares P Dei ee rre riter papam Bs Veneri TE nia IB AN 


a 
p 
E^ và 
* HATLA 
—————Á'BÉÓRÓ AAmir iA LANAA 









producer’s new mir 
called Largo Entert 
will make and finance r 








Japanese semiconductor 
makers agreed to propose 
floor price for memory chips 
exported to Europe. Planned 
to last five years, the agree- 
ment is similar to that made 
between Japan and America ir 
dien Chip consumers cried : 
oul 











































MasterCard and Visa Inter 
tional want to link their — 
credit card networks in Eu- 
rope. This will allow commo 

cashcards throughout the EE 
Separately, the Monopolies: 
and Mergers Commission ip 
London recommended that 
retailers should be allowed to. 
charge extra for items bough 
with credit cards. 


British Airways became th 
leading contender in the bat 
tle for UAL, the parent of. 
United Airlines, America’s f 
second largest airline, UAL, 

which is three times the size 
Britain's national carrier, is- 
currently facing a $6.2 bil 
takeover bid from Marvin D 
vis, a multi-millionaire inves- 
tor based in Los Angeles. ~ 


Peter Ueberroth, a forme 
baseball commissioner and 
Olympic games organiser w 
was frustrated in his attem; 
to take over Eastern Air I 
earlier this year, has set 
buying a controlling stake 
HAL Inc for $21.9m. T 
pany owns the financi 
bilitated Hawaiian Á 
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. HONGKONG 





TOHE legacy of a century of 
A privilege and . licence 
. haunts Hongkongs once 

mighty hongs. The family-con- 
trolled business empires which — — 
have long dominated the tiny, | 
free-wheeling British colony 
used the place as a base to 

uild diverse trading, property 

id industrial conglomerates. 
Now the  hongs-—Jardine 
Matheson, Hutchison Wham- 
poa and Swire Pacific—find 
themselves hemmed in. They 
are trapped in one of the most 
"troubled, but potentially prof- 
itable, patches of property on 
earth and wriggling in the face 
of greater political risks than 
almost any other companies of 
their size in the world. 

For several weeks now— 
ever since Hongkong self- 
confidence was shaken by the 
brutality of the Chinese sol 
diers in Tiananmen Square in June—the 
hongs have been watched more warily and 
intensely than ever before for any signs that 
they might be about to slip away. Even a 
small gesture is likely to produce a big reac- 
tion. When, in 1984, Jardine Matheson, 

ace the most blue-blooded hong but now 
evcond-largest with 1988 revenue of 
HK$14.8 billion ($1.9 billion) and pre-tax 
profit of HK$1.6 billion, shifted its regis- 
tered office to Bermuda, the Hongkong 
stockmarket went into a spin. 

Jardine and the other two old-style 
hongs, Hutchison Whampoa (1988 pre-tax 
‘profit of HK$2.3 billion on sales of HK$12.9 
billion) and Swire Pacific (1988 profit of 
-HK$5.3 billion on sales of HK$25.1 billion), 
all confront the same conundrum. The only 
.sure way to hedge themselves against Hong- 
kong’s shaky prospects with the resumption 











— of China's sovereignty over the colony after 


1997 is to sell some of their huge portfolio of 
local assets and rapidly increase investments 
elsewhere. Yet any move to do that is almost 
sure to provoke the very collapse of conf- 
ence which the hongs must at all cost 
i 

^ ~All three began life in the nineteenth 
century: as British-owned China-traders, 
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The dragon's embrace 


most banas selling opium or "foie 
mud”. These days China trade is a small 
part of their business. Direct investment in 
China is limited, too. Jardine learned a bit- 
ter lesson about the risks of doing business 
in China when the communists moved into 
Shanghai in 1949 and the company was 
forced to ditch 8096 of its assets. 

Instead the hongs have become huge in- 
vestors in Hongkong itself. They built or 
own many of the skyscrapers on Hong- 
kong's dazzling skyline. Hutchison is now 
putting up 35 residential tower blocks on 
Hongkong island, and half as many again at 
a site in Kowloon, the peninsula jutting off 
China into Hongkong harbour. Swire Pa- 
cific is developing a site that includes three 
tower-blocks. Today, the hongs have inter- 
ests in around HK$70 billion-worth of land. 
They also run Hongkong's massive con- 
tainer operations. They have local busi- 
nesses in everything from financial services 
to retailing. 

All three are run by professional manag- 
ers, popularly known as taipans, who report 
to bosses who hold real power. Mr Nigel 
Rich at Jardine Matheson reports back to 
the scion of the Keswick family, who after a 
stint as taipan in Hongkong returned to 


> EB Pete failedtokill persistent 


















































London. Mr David Gledhill a 
serves the Swires, a London-bas 
which includes some of the richest 
uals in the world. Mr Simon M 
Hutchison Whampoa reports to th 
Chinese boss of a hong, Mr Li Ka-SI 
self-made tycoon who started out in th 
| ony making puse flowers | 
toys. | 
Desperate nor to caus 
panic, none of the ta 
their owners) will even wi 
about plans to- esc | 
Hongkong. But each c 
is quietly pursuing a t 
egy of trying to come t 
accommodation with 
even while it expands its ir 
ests outside both China ar 
Hongkong. 
Performing this dé 
and highly public balancit 
is not easy, and is likely to 
- harder. Repeated denials b 
Jardine, for example, h 


that the company 
its stake in its property subsid- 
iary, Hongkong Land, 3 ind the 
Mandarin Oriental © 
group. | 
Hutchison Whampo: 
even had to explain its 
failure to win the fierce battle for 
kong's lucrative cable-television fra 
Hutchison was the hot favourite but refus 
to meet a few conditions on royaltie 
guarantees demanded by government, a 
cision which Mr Murray, Hutchison's 
pan, insists was made on purely commer 
grounds. When pressed, Mr Murray c 
cedes that the Tiananmen massacr 
catch the company's attention. ` ‘Ju 
has had an effect on everyone’s thin 
Hongkong. It has impacted on our 
ing," he says. Mr Murray is reluctant 
much more than that because H 
market capitalisation of HK$31 
means that when the company s 
colony's entire economy gets th 
The rest of Hongkong's businesses a 
waiting for Hutchison to demor 
alty to the colony by making a la 
ment which will not mature until afte 
1997 deadline. E 
Hongkong’s political problems 
made the companies' diversification ou 
the colony a political issue at a time 
three have outgrown the colony an 
have to find somewhere else to.expar 
way. Jardine and Hutchison, for ex 
have both filled the colony with sup 
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kets and now want to move into the same 
business overseas. Hutchison already sup- 
plies 8096 of mobile telephones sold in 
Hongkong and has a 596 interest in a British 
telecoms company, Cable and Wireless, 
whose Hongkong subsidiary has the local 
telephone monopoly. Any further expan- 
sion in telecommunications has to come 
elsewhere. 

Hutchison wants to boost the propor- 
tion of its assets outside Hongkong from 
20% to at least 25% over the next few years, 
while Jardine, with 75% of its assets and 
70% of its profit in Hongkong, more boldly 
admits it wants a 50:50 split. 

Swire Pacific is careful not even to say 
that it wants to diversify outside Hongkong 


Give me your huddled Hongkongers, yearning to breathe free 


BANGKOK 
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Bangko offers all the smog of bs 
N MID-AUGUST the Thai minister re- 


sponsible for foreign investment, Mr 
Korn Dabbaransi, went to Hongkong to 
make another sales pitch for his country. 
The Thai government is keen to take ad- 
vantage of Hongkongers’ fears about 
China and their demand for foreign pass- 
ports. Since the massacre of Tiananmen 
Square in June, rich individuals and capi- 
tal from businesses much smaller than the 
hongs have been leaving Hongkong at 
speed. Thailand would like some of both. 

Mr Korn attracted 500 Hongkong 
businessmen to a seminar on direct invest- 
ment in Thailand. Thai labour costs, they 
heard, were one-third of Hongkong’s. 
True, they are higher than those in Chi- 
naà's southern Guangdong province, 
where many Hongkong firms have fac- 
tories, but Thailand carries little of the po- 
litical risk of China, and offers more free- 
dom. Hongkong manufacturers complain 
about the party official who sits in a cor- 
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for commercial reasons, probably because it 
would find it harder than the other two to 
reduce its exposure in Hongkong. Most of 
its profit comes from its Cathay Pacific air- 
line, and most of the rest comes from Hong- 
kong property interests. Cathay Pacific can- 
not internationalise, since airlines are 
completely dependent on the governments 
of their host country to negotiate airline 
routes for them with other governments. In 
February 1987 company officials sold 12.5% 
of the airline to CITIC, an investment com- 
pany belonging to the Chinese government. 
One way to keep China sweet, they calcu- 
lated, was to shave some of the profit. 

In a smaller way Hutchison and Jardine 
have made similar moves. In May, 


Sd 





ner of Chinese factories monitoring man- 
agement methods and making things diffi- 
cult if someone is sacked. 

In Thailand, the government likes to 
leave businessmen to get on with it. 
Hongkongers were told they might also 
get a tax holiday of up to eight years if they 
invested in manufacturing outside con- 
gested, polluted, investment-saturated 
Bangkok. More tempting yet is a lack of 
racial discrimination. Never colonised, 
Thailand does not have a chip on its 
shoulder about absorbing foreigners. 
Hongkongers are well aware of discrimi- 
nation against ethnic-Chinese business- 
men in Malaysia and Indonesia. 

Mr Korn personified the way Thais are 
revelling in their nation’s status as a bud- 
ding newly industrialising country (NIC). 
Thailand’s GNP grew by 11% last year, and 
is forecast to grow 10% this year. In a jibe 
at Malaysia, a neighbour and rival for for- 
eign investment, Mr Korn pointed out 
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Hutchison sold a 1096 interest in its Hong- 
kong Container Terminals to China Re 
sources, another mainland company. In the 
same month Jardine allowed a mainland 
Chinese company to take a 2696 stake in its 
airport-services subsidiary. Such deals are 
new for the hongs. While some Hongkong 
Chinese business tycoons have always nur- 
tured ties with the mainland, the hongs have 
kept their distance, wary of inviting med- 
dling by communist bureaucrats. That risk 
still exists. But now getting to know the col- 
ony's future masters and, more importantly, 
giving them a seductive taste of Hongkong's 
riches, may be the three hongs' best hopes 
of riding out the coming storms. 








that even in the early 1980s, when other 
ASEAN countries’ economies contracted, 
Thailand's grew by 3.596 or more a year. 

Direct investment in Thailand 
boomed last year (as it did in Malaysia and 
Singapore) thanks to interest from other 
Asian countries. Japan led, with more 
than $3 billion of investment in Thailand, 
up from $950m in 1987. Taiwan invested 
$848m (against $324m), and Hongkong 
$450m (against $104m). 

Hongkongers will probably take Mr 
Korn's advice and swell those figures 
more next year. Thailand's level of eco- 
nomic development is more suited to 
Hongkong makers of handbags, toys and 
electrical goods than is Singapore, which 
is concentrating increasingly on high tech 
and services. Although southern Malaysia 
forms a low-cost manufacturing hinter- 
land for Singapore, in much the same way 
as Guangdong does for Hongkong, that is 
of more attraction to Japanese, American 
or European multinationals. Hongkong 
firms would not have the benefits of fam- 
ily connections they enjoy in Guangdong. 
Singaporean and Malaysian Chinese are 
mostly Hokkienese, not Cantonese. 

The immediate selling point of Thai- 
land to Hongkongers is new laws which 
will give them a good chance of getting a 
visa with permanent residential status in 
Thailand. Hongkong has a labour short- 
age, but unease about China's intentions 
encourages Hongkongers to accept lower 
wages in return for a job overseas that car- 
ries a passport. When Singaporean offi- 
cials came to Hongkong in July to poach 
Hongkong's people, rather than its 
money, to meet a labour shortage back in 
Singapore, they offered to give citizenship 
to around 25,000 Hongkong workers and 
their families. Singapore was swamped 
with applications. 
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that can be difficult 






INE a country that dug up all its 

coal, burnt down all its forests, killed 

w off all its wildlife, filled its air with smoke 
and its rivers with dirt. Would that coun- 
try thus become poorer? Yes, says com- 
mon sense. No, say national-income ac- 
counts. One of the many oddities of these 
measures of national prosperity is that 
they take no account of changes in one of 
a country’s main sources of wealth and 
welfare: its stock of natural capital. 

True national income is "sustainable" 
income. As defined by Sir John Hicks, a 
late, great British economist, it is the most 

“that can. be consumed in a given period 
“without leaving a person or country worse 
off than before. National accounts use the 
concept of depreciation to build that idea 
into their treatment of man-made assets, 
such as factories and machinery. As their 
value declines, it is written off against the 
value of production. If a country's man- 
made assets depreciate faster than they are 
being replaced, it is clearly living beyond 
its means. 

No such concept iilis to natural 
capital. As it is used up, national accounts 
show no charge against current income, to 
reflect the fall in future potential produc- 
tion. When Britain discovered North Sea 
oil, its accounts did not register a huge in- 
crease in its assets. Britain's exploitation 
of its oil has been measured in terms of 
barrels sold—as an income gain, rather 
than a drawing down of capital. Had the 
national accounts treated North Sea oil as 
a stock of capital, they would have con- 
centrated attention on the extent to 
which that asset had been drawn down to 
provide income, or to pay for reinvest- 
ment in man-made capital. 

.. For most third-world countries, the 
. danger of treating natural resources as val- 
ueless is even greater: they are much more 
dependent- on natural resources for in- 
= come, jobs and exports. National ac- 
yunts that ignore natural resources thus 
ignore the countries’ main assets. | 
^: The effect of treating natural capital as 
] free is generally to overstate increases in 
national income. There is a second way in 
which failure to take proper account of 
the environment exaggerates a country's 
prosperity. The effect of the Exxon 
Valdez oil spill in Alaska will be an in- 
vj crease in America’s recorded growth. The 
^]. money spent on cleaning up Alaska will 
| be recorded as part of national income; 
L the hideous environmental losses will pass 
b sured. Such “defensive expendi- 
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unts Edo not properly value natural resources. But 





tures" 
of economic activity result in a kind of 


against the unwanted side-effects 


double-counting: national-income ac- 
counts record as "growth" both the rise 
in aircraft traffic and the sales of double- 
glazing firms; both the sales of pesticides 
and the sales of water filters. Logically, 
pollution ought to be a deduction from 
p income, not an increase. 


Counting the uncountable 
How to turn such common sense into sta- 
tistics? An exercise (‘Wasting Assets: Nat- 


ural Resources in the National Income 











Accounts") conducted by the World Re- 
sources Institute in Washington, DC 
shows one simple first step that all coun- 
tries could copy. The wri took as its proto- 
type Indonesia, a country where primary 
production accounts for more than 40% 
of gross domestic product, more than 
80% of exports, and more than half of all 


employment. Indonesia’s GDP grew on av- - 


erage by 7% between 1971 and 1984, 
making it one of the most successful mid- 
dle-income countries. 


Look again, said the wri. Take three - 


natural resources—oil, timber and soil. 
Put a simple value on them: the market 
value of standing trees; of proven oil re- 
serves; and of productive land. Look at 
the rate at which those resources are being 
depleted: by logging; by oil sales; and by 
soil erosion. Build that back into the ac- 
counts to produce a concept of "net na- 
tional product”. The results appear in the 
chart: a sharp rise in two years of big oil 


vious limitations of such technique 
| limitations shared by all cost-benef 
ysis which tries to turn subjective 


finds; but otherwise a slower ‘gt wth 
the unadjusted figures suggest. St 
"greened", Indonesia’s 1971-84. o 
growth fall Is to about 4%—still imp 
sive, but more modest. 
The virtue of the WRI exercise is th 
stays close to the marketplace: it conce 
trates mainly on those stocks of natura 
capital that have a measurable value 
Some governments have tried a mor 
elaborate exercise of drawing. up a sepa 
rate framework of physical accounts, This 
approach was pioneered by the Nor 
gian government, and built on byt 
French and Canadian gove 
These "satellite" accounts attet 
measure the stock of natural resou 
ten in hectares or cubic metres o 
non-monetary units) and to estim 
changes in that stock over time. No 
prisingly, it has proved harder to me 
changes in the quality of natural car 
(water or air pollution, for instance) th: 
to measure quantity. It has also prove 
hard to use the information for plannit 
or policy analysis. 7 
Other countries are now showing 
interest in doing something similar. The 
World Bank’s environment depa 
has just launched a study of enviror 
tal national accounts. A report recently 
commissioned by the British governi 
ment's environment department, written 
by Professor David Pearce, suggests th 
national accounts should try to meas 
changes in the stock of natural and env 
ronmental resources, and allow for : 
fare lost through pollution. . 
Before that can be done, economi 
will have to refine measures of the wel 
lost by the Exxon Valdez oil-spill, and 
value of the stock of clean air. Some te 
niques exist. You can ask people. W 
they would pay for cleaner air or pett 
carried in unspillable tankers (but they 
may exaggerate); you can compare th 
value of a house in a noisy street with 
in a quiet street. Quite apart from th 

































































































































































into objective figures—there are soi 
of the environment which may be lit 
priceless. How can anybody value a: 
ral resource for which there is no sul 
tute? What price the ozone layer? Or 
elephant? Or the Amazon? As some of 
most priceless bits of nature play the bi 
gest part in sustaining life on earth, no 
tem of national accounts, howe 
"greened", is ever likely to cap 
true economic cost of depleting: 
stroying them. 















Bi hacco and the bid for BAT 


- Good Stuff, 
‘nicotine 


Tu CUSTOM loathsome to the eye, 
hateful to the nose, harmful to the 
-= brain and dangerous to the lungs," wrote 
ri Es I, king of England, in 1604. Too few 
- listened to the “wisest fool in Christendom” 
_ then or since. Last year 5.2 trillion cigarettes 
. were puffed. Satisfying this demand is im- 
. mensely profitable thanks to the addictive 
3 power of nicotine, which smothers smokers' 
E sensitivity to price increases or scientific 
ds proof that the fool was right. 
. Stockmarkets normally love cash, but 
. they make an exception when it is nicotine- 
. stained. The number of smokers is declining 
_ in America and Europe; measures to restrict 
E where the diehards can still have a drag are 
eines and more liability suits against 
— oon companies are on the way. Such 
problems have prompted both the New 
York and London stockmarkets to lower 
heir rating of tobacco companies. 
E The markets’ low valuation of tobacco 
companies’ ability to turn addiction into 
_ cash is why it seems to make sense for all but 
- the best-run of these companies (ie, Philip 
= Morris) to go private. Last year Kohlberg 
Kravis Roberts, an investment bank, bought 
pe the shareholders in RJR Nabisco, owner 
of the Camel, Winston and Salem brands. 
Rothmans is gradually being absorbed by 
= Rembrandt, a conglomerate controlled by 
_ Mr Anton Rupert, a South African tycoon. 
_ Now Sir James Goldsmith is trying to ac- 
if quire the tobacco interests of B.A.T Indus- 
- tries through Hoylake, a vehicle that would 
- be controlled by Sir James and his friends— 
_ in effect a private company. 
. The reason that private investors are 
- keen to buy tobacco assets is that cigarette 
consumption is growing in real terms: be- 
. tween 1988 and 1992 Euromonitor, a mar- 
i ket-research consultancy, estimates that 
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global consumption will grow by an average 


The top ten cigarette consumers, 1988 


of 1.996 a year, or 0.2 percentage points 
faster than population growth. The extra 
414 billion cigarettes smoked in 1992 will 
equal the existing markets in West Ger- 
many, Britain, France and Italy combined. 

But this is not unalloyed good news for 
tobacco companies. The chart shows that, 
since 1982, smoking has been growing fast- 
est in communist countries. Most are almost 
closed markets—imports account for only 
1.896 of the Chinese market—and are likely 
to stay that way because of the money gov- 
ernments make from their monopolies. 

Tobacco companies pin more hope on 
the opening up of other Asian markets. 
Over the past two years the American gov- 
ernment has prised open the Japanese and 
South Korean markets for imports. It is now 
threatening Thailand with trade retaliation 
unless it too opens up its cigarette market. 
(Thai producers respond with protection- 
ism's most morbid slogan: “If smokers have 
to die, they should die with Thai tobacco.”’) 

Potential growth in Asia might be a 
more alluring prospect than the declining 
market for cigarettes in America, where con- 
sumption fell by 2.1% last year. However, 
success in Asia will be closely linked to 
strength in America for two reasons: Amer- 
ica is by far the most profitable of the open 
markets for cigarettes and so provides most 
of the cash required for expansion; and the 
clearest trend in the non-communist ciga- 
rette market is towards global brands, most 
of which are American. 

Philip Morris proves both points. Last 
year its cigarette sales were $16.6 billion, 
from which it made a whopping operating 
profit of $3.9 billion. Just over half the sales 
were made in America, but they produced 
$3.1 billion of the operating profit. These 
profits have enabled Philip Morris to plough 
money into doubling its non-American ciga- 
rette sales over the past five years. A large 
chunk of its profits came from the Marlboro 
brand. For 24 consecutive years the com- 
pany has managed to increase Marlboro’s 
share of the American market. Now it is re- 
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Britain 1,695 
Italy 1,690 
France 1,680 
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The unacceptable face of cash flow 


peating the feat worldwide. 

While Philip Morris has prospered, 
B.A.T Industries’ position in the tobacco 
market has slumped. The British company is 
proud that it owns the number one brand in 
30 countries: The snag is that America is not 
one of them. Instead the market share of 
Brown & Williamson, B.A.T's American sub- 
sidiary, slipped to 8.2% in the first quarter 
of this year, compared with 40.1% for Philip 
Morris and 33.2% for R.J. Reynolds. 

B.A.T, with its mass of worthy local 
brands but no global one, is poorly posi- 
tioned in the cigarette market. It will be in- 
creasingly difficult to reposition the com- 
pany—though Sir James evidently thinks he 
can—because of growing fears about the 
side-effects of smoking. These fears have led 
to ever more restrictions on cigarette ad- 
vertising, which makes it more difficult 
launch new brands. 

Before bid speculation became rife, 
B.A.T's price-earnings ratio languished at a 
one-third discount to the average for the FT- 
Actuaries industrial index between 1978 
and 1988. Philip Morris’s, by comparison, 
now stands at a slight premium to the S&P 
400 index. Shareholders in B.A.T, anxious 
that their shares not fall back to pre-bid lev- 
els if Sir James’s offer fails, will have received 
little comfort from the weak defence docu- 
ment that B.A.T unveiled on August 21st. Its 
presentation implied that an offer made up 
of junk and "shares of dubious value" in 
Anglo (which will own 75% of Hoylake) was 
scarcely worth a serious reply. Then why 
hire four investment banks to help draft 
that reply, and why do subsidiaries of B.A.T 
hold 68,824 Anglo shares? Besides, the bid 
is looking much more serious now that 
Hoylake has found a buyer for Farmers 
Group, B.A.T’s California-based insurance 
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subsidiary, thus possibly removing the main 
regulatory obstacle to its bid (see page 67). 

A lot more mud will fly between the two 
camps over the coming weeks. But two 
things will not change: despite its poor po- 
sitioning in the tobacco market, B.A.T will 
continue to make a large profit from ciga- 
rettes; and the stockmarket will continue to 
undervalue those tobacco earnings, drag- 
ging down the valuation of the company’s 
insurance, retailing and paper subsidiaries 
as well. Perhaps the best thing for the com- 
pany's board to do is to meet Sir James and 
offer to sell him the tobacco business. With- 
out the albatross of cigarettes, B.A.T.’s share 
price would surely reflect a fairer value for its 
other assets. Anyway, calling someone's 
bluff is always a thrilling business. Why 
should Sir James have all the fun? 





British Airways 


Jnited we fly 


ESS than three years after privatisation 
freed British Airways to set off on a 
brash strategy of expansion, the airline now 
has the chance to spread its wings further 
than ever before. BA is eyeing the possibility 
of buying a chunk of UAL, the parent of 
America's United Airlines. Plugging 
United’s huge domestic network and its Pa- 
cific operations into BA’s international and 
European services could mark the birth of 
the first global megacarrier. 

BA has already travelled far with Lord 
King as chairman and Sir Colin Marshall, 
formerly with America’s car-rental group 
Avis, as chief executive. Happily pinning an 
“I fly the world’s favourite airline" badge to 
his lapel, Sir Colin has stamped an emphasis 
on quality of service all over an airline whose 
initials once stood for “Bloody Awful". De- 

ite the turbulence of the airline business, 
has grown to be not just a profitable and 
efficient carrier, but also one of the most in- 
novative. Last year it carried 24.6m passen- 
gers, most of them on international services, 
compared with United's 56m mostly domes- 
tic passengers. 

BA may be thriving, but consistency or 
credibility are not among its more notable 
virtues. In 1987 BA took over its only serious 
domestic rival, British Caledonian. It waged 
a highly nationalistic campaign to "rescue" 
British Caledonian from nasty foreigners in 
the shape of Scandinavian Airlines System. 
Now BA is having to turn its previous argu- 
ments upside down in order to justify its am- 
bitions in America. But it has little choice. 
The: profitability of BA's European opera- 
tions has begun to decline (despite high, 
protected fares, operating margins in Eu- 
rope are barely 196, compared to more than 
1396 on transatlantic services). Europe will 
remain a tough market with the EEC allow- 
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ing more competition and with new, low- 
cost airlines starting up. So BA has to find 
ways of making more from its network. That 
is where United fits in. 

The two airlines signed a marketing ac- 
cord in 1987, which BA described at the time 
as a "blueprint for the aviation world of the 
1990s and beyond”. It integrated United's 
flight schedules and networks in America 
with British Airways's transatlantic services 
to American cities through United's com- 
puterised reservations system, in which BA 
eventually bought a stake. The agreement 
enabled the airlines to feed passengers to 
each other. As a result, the number of pas- 
sengers transferring from United flights to 
those of BA has jumped 4096 while the num- 
ber going the other way has increased 3096, 
helping both airlines to fill empty seats. 

That agreement could now be at risk. 
Mr Marvin Davis, a Los Angeles oil-and- 
property investor, has launched a $6.2 bil- 
lion bid for Chicago-based UAL. It was Mr 
Davis who launched an offer for America's 
Northwest Airlines earlier this year. That re- 
sulted in Northwest eventually being sold to 


ce 
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a rival investment group which included 
Holland's KLM, keen to ape BA with its own 
American marketing partner. 

Although BA will not comment (and 
UAL is remaining just as tight-lipped), the 
British carrier is believed to be considering a 
bid to make sure that no other buyer dis- 
rupts its lucrative links with United. Like 
KLM, British Airways would have to make 
any bid with the help of American investors 
because American regulations prevent for- 
eign carriers taking more than a 2596 stake 
in an American airline. A British 
shareholding in UAL would not only prevent 
new owners signing a deal with another Eu- 
ropean carrier, but also cement the existing 
accord. That has been looking precarious 
since United recently announced plans to 
operate its own services between America 
and Europe. In time, United could build up 
enough transatlantic traffic to dispense with 
the partnership. 

BA is also acquiring other goodies which 
may help cool United's transatlantic ambi- 
tions. Both BA and KLM are negotiating to 
buy a 2096 stake each in Sabena, Belgium's 
national carrier. This would give BA (and so 
indirectly United) access to Brussels as a sec- 
ond "gateway" airport in Europe, after Lon- 
don's bustling Heathrow. Some in the in- 
dustry reckon the Sabena stake will not cost 
BA much more than the price of a Boeing 767 
(around $60m-$70m). 

A 20% stake in United would cost Brit- 
ish Airways a lot more, probably around 
$1.2 billion. Some analysts reckon the air- 
line could just about afford it. The compa- 
ny's borrowings at the end of June were £1.2 
billion ($1.9 billion), a gearing of 13196 mea- 
sured by net debt as a percentage of share- 
holders' equity. That is being sharply re- 
duced as the firm takes delivery of new 
Boeing aircraft. As these are being bought 
on operating leases, Boeing returns the de- 
posits paid when the aircraft were ordered. 
According to the Nomura Research Insti- 





Sir Colin and Lord King: flying United, too? 
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tute in London, the return of £268m of de- 
posits on recently delivered Boeing 747s has 
already reduced BA's gearing to around 
9896. Every new aircraft the company re- 
ceives over the coming months will give it a 
little more financial help towards realising 
its global dreams. 





Foreign investment in America 


Xenophobia rules 


WASHINGTON, DC 


MERICAN hostility to foreign invest- 
ment is growing by the day. And, per- 
versely, most of the hostility is concentrated 
on direct investment in real assets that stays 
.and often creates jobs, not on portfolio in- 
vestment in paper assets that could quickly 
flow back out of the country. A best-selling 
book last year called "Buying Into America" 
was subtitled “How Foreign Money is 
Changing the Face of our Nation". Opinion 
polls suggest that four-fifths of Americans 
favour tougher restrictions on foreigners' 
buying up companies and factories. 

There was gloom, not satisfaction, in 
Washington when the Commerce Depart- 
ment recently revealed that in 1988, for the 
first time since the first world war, the cumu- 
lative total of foreigners' direct investments 


in America of $329 billion exceeded Ameri- 


Victor victorious 


TOKYO 


AVING piled up more money than 

Croesus, Japanese companies have 
recently begun following a path trodden 
by many American nouveaux riches be- 
fore them: to the tinsel and glitter of Hol- 
lywood. Most smitten so far seems to be 
Victor Company of Japan (jvc), a con- 
sumer-electronics manufacturer 
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I like foreign investment 


cans’ total direct investments abroad of 
$327 billion. These numbers are misleading 
because they value investments at cost, so 
exaggerating the worth of recent against old 
purchases. Even so, taking account of Amer- 
ica’s net position in paper assets, there is no 
doubt about America’s switch from being 
the world’s biggest creditor in 1981 to the 
world’s biggest debtor last year. 

Politicians at all levels have joined the 


D a rein ana 


attack on foreign investment. A number of 
states have been considering restrictions on 
certain types of foreign investment, thougk 
they are treading warily for fear of offendin; 
against the constitution's interstate-com 
merce clause. Nebraska recently invoked ar 
1880 law against foreign ownership of farm. 
land. Several states still have such laws or 
their books. State politicians seem to see nc 
conflict between grumbling about foreigr 
investment and eagerly opening offices ir 
Tokyo—42 states have now done so—to at: 
tract it. 

At the federal level, the Exon-Floric 
amendment tacked on to the 1988 Trade 
Act gave President Bush the power to block 
any foreign investment on grounds of na: 
tional security. So far the Treasury, which 
chairs the committee on foreign investment 
that oversees Exon-Florio, has treated it: 
new power with admirable circumspection: 
only two cases have been referred to Mı 
Bush, and both were let through. But tt- 
draft regulations implementing Exon-Flor 
published by the Treasury in July are vague 
enough to worry foreign investors. The term 
"national security" is undefined; and there 
are no clear exemptions from the rules. 

Other Congressional ideas are worse. In 
late July the House Ways and Means com: 
mittee adopted a nasty-looking package o! 
tax measures. One would apply a withhold. 
ing capital-gains tax to foreigners who owr 
more than 10% of a company’s shares. An: 





trolled by Matsushita. It will fork out over 
$100m to finance five or so action films 
which will be produced by Mr Lawrence 
Gordon, a former head of Twentieth Cen- 
tury Fox. 

Mr Gordon has made a name for him- 
self in the sort of movie where heroes are 
sweaty and sound effects are crucial to the 
plot. In "Die Hard”, for instance, Mr 
Bruce Willis rather improbably beats off 
terrorists while swinging outside a sky- 
scraper on a firehose, barefoot and un- 
armed. The jvc deal will give Mr Gordon 
a chance to concentrate on his art while 
picking up 5096 of the American and Eu- 
ropean rights. 

In return JVC will get the other half of 
the American and European rights, plus 
all of the Japanese rights. This may well 
make it money. Japan is the world's sec- 
ond-largest cinema box office market (af- 
ter America), and the market for video 
rentals is booming too. The tastes of Japa- 
nese audiences seem to be changing from 
family dramas to action epics. But if 
money-making films are all jvc wants, it 
seems odd to bet so much on a single pro- 


ducer, whatever his track record. Presum- 
ably the firm has something else in mind. 
The question is what. 

One answer might be that Jvc believes 
that having its name on hit films will help 
it sell more of the video-recorders on 
which those films will be played. Sony 
bought CBS's records division in 1987 be- 
cause it believed that owning Walkman- 
stuffers like Michael Jackson and Bruce 
Springsteen might help it sell more tape 
and compact-disc players. With a battle 
still under way between rival video-cas- 
sette formats—Sony championing tiny 
8mm tape against JVC's smaller version of 
the standard VHS video cassette—control- 
ling a steady supply of hit movies to put 
on the tape becomes more important than 
ever. Sony is shopping for a film studio, 
too. 
The buzzwords for all this are "vertical 
integration” (also the excuse for much of 
the $70 billion of media bids since early 
1988). In truth the real motives, as ever, 
may be greed and glamour. Already news 
is circulating of golf-playing Japanese 
property developers jetting off to Venice 
(the beach in Los Angeles, not Italy) to 
discuss science-fiction epics with eager 
young directors. Somebody should make 
a movie about it all, really. 
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In the first nine months of the current financial year economic climate contributed to widespread lg owth 
(1 October 1988 to 30 June 1989), Siemens recorded double- in almost all business sectors and geographi regions. 
figure growth in both orders and sales. A favourable Net income after taxes rose 12% to £ 359r | 
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£s New orders Siemens, comprising Siemens AG and its consolidated German and Automation Systems groups. The latter NC 
c Ed and international companies, booked new orders of £15,769m contract from the Spanish national railway? 
during the reporting period, an 18% increase on the same — 75 locomotives. 
period in 1987/88. After a relatively poor intake last year, orders 
placed in Germany have now climbed 1996 to £6,831m. 
international orders rose 17% to £8,938m and account for 57 96 
of the total. it is noticeable that this growth extends through- 
out the company. Major orders were booked by the KWU, Tele- 
communication Networks and Security Systems, and Energy 
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German business 
International business 





Sales Siemens’ worldwide sales increased 11% to £14,547m. 1/10/8810 |... 
International business grew by 16% to £ 7,618m and sales in j | 30/6/89 | 
Germany have accelerated and are now 696 higher at | bo co 
£6,929m; the healthy order intake will bring a further increase German business — 
in sales over the next few months. Despite this progress, international business 
sales for 1988/89 as a whole will be only marginally higher than NS 
last year, which saw the final billing of two large power stations 
compared with only one thís year. 





































, | | | As at 30 June 1989, Siemens had 364,000 employees world- 
Employees wide, an increase of 11,000 or 396 over the previous year-end 5 
(30 Septemt sr 1988). Employees. outside Germany-increased German operations 223 227 
by 7,000 to 137,000, due mainly to the consolidation of acqui- E UA | — 130 | 137 
sitions (including Siemens-Bendix Automotive Electronics of : 7 0/87 1/10/88 | 
sr Hu to to 
Detroit). A number of our businesses in Germany also took on S 30/6/89 - 


additional staff to keep pace with higher demand, so that our 
German work force, including the newly integrated Bergmann 
Kabelwerke AG, rose by 4,000 to 227,000. Employment costs 





















increased 8% to £6,214m. 
l Capital Capital spending at £1,091m was 22% higher than in the first | | pou 1/10/88 to 
oxi nine months last year. This sharp increase in the first three 30/6/88 | 30/6/89 


‘spending and months was partly due to the uneven distribution of capital 
set income projects in 1987/88. 

» Net income rose by 12% to £ 359m, compared with £ 320m 

I during the same period last year. 











All amounts translated at Frankfurt middie rate on 30/6/1989: £1 = DM 3.026. 










Siemens restructures its organization 


Fragthe beginning of the next financial year, 1 October 1989, 2 
will adopt a new structure. The existing seven large operating g 
be re-organized into 15 units and two independent businesses 
in the table. These are joined by two existing subsidiaries, Osra 
and Hell GmbH. The new units are sharply focussed in terms 
nology and customers, With a flatter hierarchy and shorter de is 
n P NN c making chains, Siemens has redesigned its organizational struc 
dixwd c cL eee eee ess prepare for the challenges of the global market in the 90s. ~ 
Public j Peripherals Private mm 


Communication $ | ; . 1 Communication 
m and Terminals di Systems 


Drives 
and Standard 
Products 











Automotive 


Industria and 
fi ster Systems 




















Transmission and E 
Distribution : 


































Electro- 
mechanical 
Components 


In Great Britain: Siemens plc. : 
Siemens House, Windmill Road, Sunbury-on-Thames, 3 
Middlesex, TW16 7HS 




















































on loans made by a foreign parent com- 
pany to its American subsidiary. A third 
would limit the eligibility of American affili- 
ates of foreign companies for tax credits on 
research and development. None of these 
measures would yield much revenue, so the 
suspicion is that they are intended to deter 
would-be investors. 

In the background is a Congressional 
bill sponsored by Representative John Bry- 
ant of Texas. This measure, which twice 


a vote in the Senate, is purportedly about 
section but actually about disclosure of 
ormation. Mr Bryant claims that he is just 
ing investors to sign in after walking 
hrough an open door. But the Commerce 
Department already has more data than he 
is seeking—indeed, if the bill became law, it 
ight collect fewer numbers, not more. The 





HILE Americans foolishly bite 
V V their nails about foreign invest- 
ment, exaggerated claims in its favour are 
being made in Britain, where Japan's ea- 
ger direct investors have received a wel- 
. Come in some parts as potential saviours 
of the British economy. The biggest puff 
_of hot air was generated on August 21st 
in a new study by the Nomura Research 
institute (NRI) Europe, the London- 
zased research arm of Japan's (and the 
world’s) biggest securities house. 
According to NRI, Japan's direct for- 
- eign investment in Britain will rise from 
last year's £2.3 billion 
($4.1 billion) to £6.5 bil- 
lion by the end of the 
1990s. NRI predicts that 
by the end of the century 
Japanese investment 
could knock five points 
off British interest rates, 
. add 10% to GDP and turn 
~ Britain's current trade 
© deficit into a surplus. 
Well, hooray, Henry- 
san, and especially in the 
week that Britain an- 
nounced its second 
worst monthly trade def- 
icit. Maybe it could. But 
only a brave man or a 
Nomura economist mak- 
. ing heroic assumptions about economic 
. and policy trends would bet on it. Worse, 
Nomura glosses over the question of 
whether Japanese firms currently invest- 


 ingso. . 


Japanese firms are moving to Europe 
partly because they fear protectionism in 
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passed the House last year but was not put- 





. ing in Britain might, some day, stop do- 
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EEA UNE CRECEN. 


t, whereas t 


De nt aggregates its figures to protect 


corporate confidentiality, the Bryant bill 
would permit wide dissemination of data 
about individual companies. 

The ulterior motive of the bill becomes 
a bit clearer when Mr Bryant goes on to say 
that ignorance about foreign investment 
"handicaps our ability to manage our econ- 
omy”, The chances of the Bryant bill pass- 
ing both the House and the Senate this 
autumn look quite high, though the admin- 
istration has on record a promise to veto it 
(it has yet to take a view on the ways and 
means committee's tax measures). The dan- 
ger if that happens is that foreign invest- 
ment could become a partisan issue between 
Democrats and Republicans, rather as trade 
protectionism almost became during last 
year's elections. 


The foreign-investment fuss ignores - 


America now and in Europe after 1992. 
Britain is the favourite destination in Eu- 
rope, getting perhaps two-fifths of the 
Japanese direct investment coming into 
the EEC. Japanese businessmen reckon 
that they can rely on Mrs Thatcher to 
keep open to them the parts of Europe 
their own government cannot reach. 
More important, the mix of labour qual- 
ity and low costs for mass-market indus- 
tries like car- and chip-making and con- 
sumer-electronics assembly puts Britain 
ahead of both France and West Germany 
(for cost) and of Spain and Italy (for 
quality). 

Yet if these skill and labour-cost ad- 
vantages move against Britain, then Japa- 
nese investment will 
move pragmatically else- 
where, despite Britons’ 
delusions that it is the 
English language and 
cheap golf that have at- 
tracted Japanese execu- 
tives. Toshiba, an elec- 
tronics group, is making 
a point of recruiting a 
spread of European lan- 
guages when it hires new 
graduates back in Japan. 

Japanese regional 
head offices, R&D centres 
and higher-tech manu- 
facturing plants are al- 
ready going into West 
Germany, attracted by 
the high level of German engineering 
skills. The low-cost Japanese assembly 
plants in Britain are valuable, especially 
in certain sectors such as cars, and are 
stimulating British productivity. Taiwan 
once played this role. When it got too ex- 
pensive for Japanese manufacturers, they 
moved on. | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
f 
| 
| 
| 





f American assets are fo 


countries. Less than 1% of American real es- 
tate is in foreign hands, though there are ad- 
mittedly higher concentrations in Los Ange- 
les, New York and Washington, pc. The 
claim that, thanks to a cheaper dollar, for- 
eigners are buying up the family jewels on 
the cheap ignores the fact that the income 
stream from American assets is also in dol- 
lars: a cheaper dollar does not affect the re- 
turn on an investment. And the worry 
about ownership, as opposed to production, 
looks increasingly odd in a world where 
American companies make televisions in Ja- 
pan and vice versa. 

The truth is that foreign investment, 
like domestic investment, is good for an 
economy. Ít can stimulate domestic compa- 
nies to adopt new production methods. 
Moreover it is American macroeconomic 
policy which has created the trade defici 
that has to be financed by a capital inflow, 
that capital has to flow in, it is better if it 
comes in the form of factories, which em- 
ploy people and whose profits are often rein- 






Folies US FDI 
1988109 usie w 


Britain 5 480 


dapas 534 169 
Holand — 490 — 154 
Canada — 774 612 
W Germany 238 217 
Australis 53 130 





vested locally, than in the form of loans and 
bond purchases, where interest must flow 
away to the lender, come what may. Those 
who worry about foreign investment would 
do better to concentrate on cutting the fed- 
eral budget deficit, not passing restrictive 
legislation. 

But the best cure for the anti-foreign in- 
vestment brigade is a bit of history. Before 
1914 Americans—then as now the world’s 
biggest debtor nation—grumbled cease- 


lessly about British investment in railways, 


mines and land. Yet, thanks in part to the 
growth encouraged by that investment, 
America soon switched to being the world's 
biggest overseas investor itself. One sure 
way to stop that happening again would be 
to restrict foreign investment now. 


—— 
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FTER celebrating the 200th anniversary 
A of one revolution, France is now wit- 
nessing another—in insurance. Spurred on 
by competition from upstart banks (they 
cornered 30% of the country’s profitable 
life-assurance business last year) and by fi- 
nancial deregulation, the French insurance 
industry is going through a period of 
wrenching change. 
Now that they have overcome their ha- 
ual conservatism, some of France's big- 
Peest insurers have been expanding rapidly 
abroad. One of the most adventurous is 
AXA. After wresting control of Compagnie 
du Midi earlier this year, Mr Claude Bébéar, 
AXA's ambitious chief executive, set his 
sights on turning the combined AxA-Midi 
into one of the world's largest insurance 
companies. On August 23rd, he took the in- 
surer a step nearer that goal by agreeing to 
support a £13.4 billion ($21 billion) bid for 
. Britain's B.A.T Industries by Hoylake, a Ber- 
„mudan shell company. 
^ In return for providing this bid vehi 
€le—set up by Mr Jacob Rothschild, Sir 
James Goldsmith and Mr Kerry Packer— 





with FFr6.5 billion ($1 billion) in capital, 
AXA-Midi will be offered B.A.T’s American. 


‘insurer, Farmers Group, based in Califor- 
nia, should the bid succeed. AxA-Midi 
would then pay $4.5 billion for Farmers, 
$800m less than B.A.T bought it for in De- 
er 1988. 








Storming France's 
Insurance barricades 


























Back in France, the FFr23.7 billion twin 
bid for Compagnie Industrielle, a financial 
holding company, and Groupe Victoire, 
one of France’s biggest insurers, by 
Compagnie Financière de Suez, a blue 
blooded banking group, has rocked the 
bourse and the insurance industry. The bid, 
launched on August 8th, is the upshot of a 
spat between Mr Jean-Marc Vernes, the 
chairman of Industrielle, and Mr Renaud de 
la Geniére, the head of Suez. | 

The sparks started flying in July when 
Groupe Victoire decided to buy a West Ger- 
man insurer, Colonia Versicherung from 
Sal Oppenheim, a Cologne-based private 
bank. Once completed, the sale will push 
Victoire into second place in the French in- 
surance league, ahead of AxA-Midi and be- 
hind UA». Such rapid progress will not come 
cheap: Victoire needs some FFr15 billion to 


pay for the acquisition. 


Who will foot the bill? Suez, which al- 
ready owns 30% of Victoire and wants 
more, was keen to oblige. But Mr Vernes 
had other gambits. Rather than let Suez in- 
crease its stake, he sounded out Mr Raul 
Gardini, the strongman boss of ltaly's 
Ferruzzi Finanziaria. Mr Vernes's decision 
to approach Ferruzzi came as no surprise. 
He is the chairman of a French sugar com- 
pany, Beghin-Say, which is one of Ferruzzi's 
subsidiaries. 

Suez was infuriated to see its stake in 


Me ur 





one of France's biggest and most profitabl 
insurers possibly diluted by a foreign inv 
tor. What really galled was the fact that 
Vernes owned not a single slip of Victoir 
paper directly. Instead, Compagnie 
Industrielle has a 40% stake in the insurer; 
Mr Vernes is a big shareholder in Société 
Centrale d'Investissement (along with o 
business notables like the Dassault family of 
Mirage-aircraft fame); it, in turn, owns 25% 
of Compagnie Industrielle. Fed up with : 
scheming, Suez set out to put the pushy } 
Vernes in his place. i 

After efforts to find a comprom 
failed, Mr de la Geniére decided to go fo 
broke. Suez, which already holds an 18.5% 
stake in Compagnie Industrielle, offered to 
buy out the company’s other shareholde 
for a total of FFr15.9 billion (even. 
than it paid for Société Générale de B 
gique in 1988). Suez has agreed that, if 
gets Compagnie Industrielle, it will then 
out the remaining shareholders in Vict 
as well. aie 

The prospect of a stockmarket fight 
brought French brokers rushing bac 
the Riviera. According to the rules c 
Paris bourse, Mr Vernes has until A 
30th to launch a counter-offer; and th at 
fer must be at least 5% above the Suez: 
On August 22nd a majority of Compa 
Industrielle’s nine-member board vote 
support him. | 

The question now is: who else will. 
the defence? Mr Vernes is coy about. m 
tioning names. "When you go to wap, 
don t say when you are going to decl: 
who you are fighting with," he says 


2f 


cally. Doubtless Ferruzzi will be in 


though Mr Vernes has pledg 


counter-bid would be mostly Frenc 










































ersified cotiglometate that already c owns à 
it less than 596 of Compagnie Industrielle. 
here is even talk of Paribas, Suez's arch- 
ival, joining the fray, but that might be 
'ishful thinking. 

— The chances are that there will be no 
‘counter-bid. Rather than force the already 
verinflated price of Compagnie Indust- 
ielle's stock still higher, Mr Vernes and his 
tonies may simply try to buy stock in the 
rket. Centenaire Blanzy, another holding 
ompany, has a crucial 16% stake. It has al- 
dy said that it will sell co the highest bid- 


ritish property finance 


)RITAIN’S property developers are wor- 
! ried—and rightly so. Glum predictions 
flat or falling commercial rents have left 
g financial institutions. reluctant to buy 
e acres of office space coming on to the 
ket. To make matters worse, attempts to 
naller investors into commercial prop- 
‘have failed miserably. 

ake the ill-fated single-asset property 
company (or SAPCO). The aim of a SAPCO is 
o turn a property development into trade- 
ible paper securities. These shares, which 
epresent ownership of a fraction of the 
building, can then be sold to a wide range of 
nvestors via the stockmarket. Active trad- 
ng in them should improve liquidity in the 
xoperty market itself. At least, that is the 
heory. 
In practice, the first and only property 
deal involving a Sarco has just flopped. De- 
loped by s&w Berisford, a commodities 
m, a 185,000 square-foot office 
ilding on the site of the old Billings- 
ate fish market in the City of Lon- 
on was sold in June 1986 for £79m 
119m). A specially created com- 
ny, Dillingsgate City Securities, 
iose sole asset was the property, is- 
ed three sorts of security: deep-dis- 
unt bonds, ordinary shares (which 
Jerisford kept via an associated com- 
ny) and preferred shares. These last 
‘re quoted on the Luxembourg 
ock exchange and, in June 1988, on 
mdon’s International Stock 
change. 
The Billingsgate deal has not 
en the trail-blazer property men 
re hoping for. Disappointed by 
luggish trading in the company's 
eferred shares, Berisford started to 
iy them back a year ago via a Swiss 
bsidiary. It eventually gathered 
out 7596 of the total. But some in- 
tutional shareholders, led by the 
ted Bank of Kuwait, refused to 
IL They claimed that Berisford's of- 











: Bank, Billingsgate's 








-der. Alternatively, the Verne camp cou 
make an increased offer for Compagnie 


Industrielle’s shares, but forget any second- 
ary offer to mop up the rest of Victoire's 
shares. 

Whatever twists the bid battle now 
takes, the French government will watch it 
like a hawk. Mr Vernes, a well-known sup- 
porter of Mr Jacques Chirac’s right-wing 
RPR, has done nothing to endear himself to 
the socialist government. The finance minis- 
ter, Mr Pierre Bérégovoy, says he will not 
take sides in the country’s biggest-ever hos- 
tile bid. However, those who remember the 


f Sapcos, Pincs and flops 


fer, which valued the company at £110m, 
was too stingy. On August 18th Midland 
sole tenant, put 
Berisford out of its misery by making a gen- 
erous recommended offer for the company, 
valuing it at £135m. 

Anyone keen to launch another sAPCO 
should bear the lessons of Billingsgate in 
mind. First, keep it simple: investors com- 
plained it took them a week just to read 
through the Billingsgate prospectus. Then, 
choose a building that has several tenants 
instead of just one, and make sure their rent 
reviews are staggered. Frequent rent 


changes might encourage more active trad- 
ing in the stock. Finally, encourage the 
taxman to change his rules. At present, 
SAPCOs incur capital-gains tax, so inves- 
tors—who are also liable for capital-gains 
tax—end up paying twice over. Until this 
double tax liability is removed, these con- 





Stick to fish 





peak lauder than Goede 

Even if Suez ultimately wins the battle; > 
Mr de la Geniére has made it clear that he | 
will not merge Victoire's insurance business. 
with Suez's banking interests. Mr Bébéar, 
too, from AXA-Midi, believes that marriages. 
between banks and insurance companies — 
(dubbed "bancassurances" in France) may © 
not be in the best interests of either partner. | 
But if they do not join forces, banks and in- 
surets risk being strung up by the revolution 
they are helping to foment. 
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traptions will not take off. 
Property income cert 
another form of securiti: 







d poii asset, 


.do not incur capital-gains- tax. They, too, 


have had a chequered. history. First un- _ 
leashed with much fanfare in 1986, PINCS © 
give investors a share in the listed mana 


ment company that runs a property as w 


as a share in the rental income. PINCS-even — 
had their own City supporters club, the - 
PINCS Association, whose members include 
securities houses like County NatWest and 
ANZ McCaughan, and the financial-services 
arms of chartered surveyors like Richard El- 
lis. Insurers also gave PINCS their seal of 
approval. i 
These cheerleaders have not launched a 
single PINC. First regulatory wrangles, then 
the October 1987 stockmarket crash, and fe 
nally high interest rates have conspired to 
keep PINCS on the drawing board. Accord- 
ing to Mr Mark Gilbard, a property special- 
ist with UBS Phillips & Drew, they will stay 
there for the next couple of years. With 
property-company shares trading at an aver- 
age discount to net asset value of around 
27%, no developer will risk letting the 
market value his property. 

Even though the association ha 
lost its voice, many people still th 
that PINCS have a rosy future. One © 
them is Mr Stephen Barter of Richard ` 
Ellis, who claims that PINCS ate not 
dead but "merely dormant". He has 
been sounding out institutions inter- 
ested in a private placement of PINCS 
which could be then floated once the 
property market picks up. 

| Developers and their bankers 

~ hope he is right. A recent study by 
Debenham Tewson & Chinnocks, a 
firm of chartered surveyors, showed | 
that, at the 1987-88 rate of institu- - 
tional investment in property, it. 

: would take 14 years to redeem the > 

^. present level of outstanding bank 
debt to property companies. In 1980 
the equivalent task would have taken 
just over one year. Unless new inves- - 

tors can be found to plug the gap, 
gloom will turn to doom. - 
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ed. since the global 
in October 1987. Both 
rd levels. The index in 
ent the year above its pre- 
ts rise was powered last year 
for control of Société 
lelgique, the country’s big- 
ymerate. That pushed the mar- 
y 47% and stirred activity in a 
dozy insiders' market. 
. The Amsterdam market has been 
harder to rouse, although the crs All- 
Share index rose by 3896 in 1988, and in 
the first quarter of 1989 was the 
, best performer in continental Eu- 
rope. Though up by 23% so far this 
year, that is still not much above its 
1987 all-time high. 

The two stockmarkets' perfor- 
mance reflect their countries’ eco- 
nomic resilience. Both countries 
have been helped by West Germa- 
ny's surprisingly strong economy. 
Holland's real GNP is growing fast— 
by around 3.5% this year—without 
sparking inflation, likely to be less 
than 1.596 for 1989. Belgium's in- 
flation is 3%, while growth this year 
should be close to 4%. 

Despite these solid figures, both 


i 
| 
markets still look reasonably 





priced, Amsterdam's more than 
Belgium's. The average ratio of 
prices to 1989 earnings in Amster- 
dam is just 10.2 times, compared to 
12.8 times for all European mar- 
kets. Belgian shares trade on a more 
emanding 13.5 times current earnings. 
That reflects a takeover premium that 
now looks unrealisable. 

Belgian companies have been building 
up their defences against takeovers. A law 
passed in July forces investors to reveal 
when they hold more than 596 of any Bel- 
| gian company with shareholders’ funds of 
| more than BFr250m ($6m). Delhaize, a 
| supermarket chain, has a poison pill in 

~ the form of huge amounts of unissued but 
| authorised capital which it can rush into 
friendly hands when threatened. Another 
| retailer, GB (formerly Gp-Inno-BMm), has 
placed a stack of bonds with warrants in 
















its exploitation of minority shareholders 
make the market tricky for foreigners. 
Amsterdam’s market also has some 
strange customs. One foreign broker who 
sent his bullish research note on a Dutch 
company to the company itself (before 
publishing it) was horrified to see the 
share price jump 5% in a couple of days. 
Both countries’ economies seem set 
fair. Both have reassuringly tight mone- 





tary policies but laxer fiscal policies. Even 
so, budget deficits are falling. In Holland’s 
lavish welfare state the deficit has fallen 
from 7% of GDP in 1982 to less than 5% 
now. Belgium’s public-sector deficit— 
which was running at around 13% in 
1981—has fallen to under 7% of opp. Do- 
mestic inflation remains enviably low. Un- 
employment, though high, is steadily 
falling. 

In such a healthy environment, com- 
panies have been thriving. In Holland, 
corporate earnings should grow, on aver- 
age, by one-fifth this year after an aston- 
ishing 2896 rise in 1988. Holland's biggest 
firm, Royal Dutch/Shell, an oil company 
which accounts for almost 4096 of the 
stockmarket’s capitalisation, is set to push 
its earnings up by over a quarter, because 
of higher oil prices this year. Belgian com- 
panies are not in that league. There, earn- 
ings may grow by 1096 this year. 
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en booming. Belgium 
of takeovers culminating 
fina’s takeover by Rothma 
tional; and there has been 
capital. New issues have add 
the market's capitalisation this y 
sterdam, too, has been busy s 
companies with fresh capital. li 
two biggest-ever flotations this year 
sale of one-third of DSM, a state-ow 
chemicals company, raised 1.3 billion e 
ders ($590m) in January; in May the go 
ernment sold 60% of Dar, a lorry ma 
for 843m guilders. More intriguin 
drive by the stockmarket president, 
Von Ittersum, to internationalise.h 
ket was rewarded when Pirell 
tyre maker, issued 2096 of its share 
Amsterdam bourse. Altogether, 
sues of paper have absorbed 5.6. 
guilders so far this year: .- 
Holland has been able to cc 
with this demand for cash becau 
it is encouraging institutions to 
vest more in equities. ABP, the c 
servants’ pension fund and tl 
largest fund in Holland with assets 
of 150 billion guilders, plans to 
double the proportion of its assets 
held in equities, to 896, over the 
next few years. Previously, the bulk 
of its investments were in bonds 
and property. Similarly PGGM, the 
health and social-security pension: 
fund, which has assets of 38 billion 
guilders, said it also planned to 
double its equity holdings, to 6096 
of its total investment. D 
This flood of fresh money might. 
let the market ride out any we: 
ness following the forthcor 
election in Holland. Dutch inves 
tors are as right-wing as any a: 
might take fright if the coalition 
Liberals (ie, conservatives) and Chr 
Democrats (centre-right) which colla; 
at the beginning of May fails to be 
elected in September. : : 
A longer-term problem for Dut 
share prices is Holland’s antipathy 
Belgium's, to hostile takeovers. ' 
Dutch government recently passed a I; 
that forces more disclosure of stakes: 
companies. In a takeover boom in t 
1960s, firms built elaborate—and perm 
nent—corporate structures to defer 
themselves from hostile bidders. These 
volve priority shares secured in friend 
hands and common shares that frequently 
have minimal voting rights. 
Takeover speculation is the last re 
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of stockbrokers trying to talk up a mar 
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The absence of such froth, plus t! 
able prospects of Dutch 

should move the Amsterd 
soundly higher. > 




















































AS THE Monopolies and Mergers Com- 
. À mission itself. admits, events have 
wgely overtaken its investigation of the 
ritish credit-card market. The commission 
ound that the exorbitant profits Britain's 
iain credit-card banks made from the busi- 
iess-—returns on capital of over 40% were 
ommon in the market's mid-1980s hey- 
-were the result of monopoly powers. 
competitors have now eaten into some 
these advantages and gnawed at the mar- 
"s profitability. 

" Nevertheless, the commission has made 
ommendations to the government 
ich are aimed at chivvying competition. 
e first is simply that retailers should be 
llowed to charge different prices for goods 
d services according to how the purchaser 
ooses to pay. 

_ That way cash, debit cards and cheques 
ild all buy things at lower prices than 
lit cards. This is now banned under the 
‘ments retailers make with the card net- 
s. Such agreements have been out- 
awed in the United States since the Truth 





| Jakarta frenzy 


^Y NDONESIA has one of the tiniest and 
— A newest stockmarkets in Asia. To fund 
. managers briefed to invest in the region, it 
< is also one of the most exciting. Why so 
speedy an achievement? 

. Because in December 1987 President 
Suharto's government brought in sweep- 
' ing financial changes, barely noticed by 
foreigners, to Jakarta's sleepy bourse. 
These removed the limit on share-price 
movements of 496 a day, partially opened 


streamlined the bourse's listing proce- 
dures. There had not been a new issue 
~ since 1984. 

|. A year after the eios 

. the market exploded up- 
. wards. The spark was the 
. decision in December 1988 
by Jakarta International 
Hotels to seek a listing. 
Sensing a sea-change, a few 
foreigners bought into the 
company. Within three 
months more had arrived. 
Share prices have nearly 
quintupled from December 
1987s levels; turnover has 
soared (see charts). 
Stockbrokers rationalise 


: 70 


the market to foreign investors and. 





ers still charge uniform p prices Sun some, no- 


tably petrol stations, give discounts for id | 


The commission's second recommenda- 
tion is that the two big credit-card systems, 
Visa and MasterCard/Eurocard, should not 
force new card-issuers to have a stipulated 
number of card holders before they start try- 
ing to sign up retailers to take their credit 
cards. This restrains competition among 
member banks in the recruitment of 
retailers. 

Although the commission pointed out 
that the high interest rates charged to credit- 
card borrowers subsidise those who pay off 
their bills promptly, it did not recommend 
that the government should interfere. 
Rightly so. On August 22nd, the day the re- 
port was published, Lloyds Bank announced 
that it would attack this cross-subsidisation 
by marginally lowering its interest rate (from 
an annual 3096 to around 2796) and charg- 
ing an annual fee for its previously free 
credit cards. | 

The commission started its investiga- 
tion in May 1987 when the market looked 
distinctly less competitive than it does now. 
Then, Barclays, which introduced credit 
cards to Britain in 1967, was the only orga- 
nisation signing up retailers for the Visa sys- 
tem. Similarly, Visa's rival, MasterCard, 
had only one British agent, Access, which 


much of their excitement 
by quoting good news 
about Indonesia’s econ- 
omy. The country has re- 
duced its dependence on 
oil, so that, for the first time 
in years, non-oil exports are 
greater than oil exports. 
The economy is growing at 
a real rate of nearly 696, 
with the industrial sector 
surging by 1096. 

In January, the Asian 
arm of France's Banque 
Indosuez 
launched a 
$35m investment trust, the 
Malacca Fund. Since the Ja- 
karta bourse is one of the 
world's least liquid, 
Indosuez is counting on 
taking two years to invest 
75% of the fund. The rest 
will go into small busi 
nesses. Already the fund is 
trading one-third higher 
than its net asset value. 
Other funds, mostly man- 
aged from Hongkong, have 
followed. 
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Lloyds and then the other 3 
compete for the retailers’ custom. The - 
banks still charge the retailers hefty ty commis- . 
sions of 1-796 of a transaction's value. Im... 
dian restaurants pay some of the highest 
commissions, petrol stations some of the 
lowest. In return, the banks guarantee the 
payment of goods and services bought by |. 
credit cards. These charges account for. 
around 3096 of the banks' total income from i 
the credit-card business. a 
The more lucrative bit of the business— 
which accounted for 67% of the banks’ - 
credit-card revenues in 1988—is charging- 
card holders high interest rates on their | 
credit-card borrowings. That interest is cur- 
rently between 12.3 and 13.8 percentage 
points over bank base rates, compared with 
a margin of 17.8 points over base rates when. 
the commission began its work. Part of the 
reason for the drop in interest-rate margigei 
has been the arrival of more credit-card issWag 
ers—foreign banks and pulag societies, ; 
for instance. z 
Some of these new entrants, such as ^ 
Britain's Save & Prosper and America’s 
Chase Manhattan, have tried to build their 
base of card holders by undercutting the 
rates the established banks charge. The 
banks themselves have responded by chang- 
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ieun who do not like to pay a pre- "UN 
mium to buy into a fund can try to invest | 
in the stream of new issues being launched 

| this year. The ten issues 
launched so far have been 
over-subcribed by anything 
up toa dozen times. All this 
enthusiasm has trans- 
formed the market. Its cap- 
italisation grew from 
$250m at the start of the 
year to $863m by: mid-Au- i 
The “free float", ie, 

hoe a tradeable | 
‘shares not in firm hands, 
has risen from 15% to 20% 
of the market. 

That proportion is un- 
likely to grow until the grip | 
of Danareska, a state-owned unit trust, is | 
loosened further. Just a year ago | 
Danareska owned two-fifths of the Jakarta 
bourse’s capitalisation... Until recently, it | 
held an automatio option on 5076 of the 
shares in any new issue. The government 
has now confiscated this option, and 
Danareska has been selling off large 
chunks of its portfolio. It now accounts 
for (only) 2896 of the market's capitalisa- 
tion—though the market value of its 
shareholdings has soared in the process— 
and promises it will not buy more shares 
in the new listings. - ! 
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ing their products. Barclays’s newish 
MasterCard, brand-named Assent, is free. It 
offers customers marginally lower interest 
. rates on their borrowings but does not give 
them the traditional 56-day interest-free 
period. 
Such modifications might only margin- 
ally increase the profitability of credit cards, 
mce they are a mature market in Britain. 
ast year Britons used credit cards to pay for 
roughly 8% of the £290 billion ($520 bil- 
lion) they spent. Cheques accounted for 
16% and cash for most of the rest. Few 
bankers expect the use of credit cards to 
grow by much in the next decade. 
The big problem facing banks is how to 
stop their customers writing cheques. These 








Brazilian debt 


are labour-intensive—and therefore expen- 
sive—to process. Apart from retaining a low 
(£50) limit on the size of cheque that 
the banks will guarantee, their main 
solution has been to set up net 
works of cash machines and to pro- 
mote their latest banking wheeze, 
namely, debit cards. 
These cards automatically 
debit a customer’s account and 
transfer the cash to the seller’s ac- 
count. Like credit cards, they have the 
virtue of locking in a retailer to a par- 
ticular bank. A retailer is likely to find it sim- 
pler to use the same bank to handle its elec- 
tronic payments and, for example, to 
process its monthly salaries, 

Already, the banks are competing to get 
customers to use debit cards. The Switch 
banks, Midland, National Westminster and 
the Royal Bank of Scotland, are force-feed- 
ing their clients with the cards. NatWest, for 
example, has issued 4m cards. The Visa 
group, led by Barclays and Lloyds, is more 
cautiously inviting its customers to apply for 
cards. The banks are issuing cards at the rate 


|. of between 90,000 and 100,000 a month. 


Within the next couple of years, banks will 
admit there is no sense in two incompatible 
systems. Then, there will be an electronic 
bridge between the two. 


Woe, woe and thrice woe 


SAO PAULO 


ANKERS dread elections in Latin 
America. Governments anxious to bol- 
ster flagging popularity get tough with inter- 
national creditors when elections loom. 
Venezuela and Argentina stopped paying 
their debts before their presidential elec- 
ns this year. Brazil, due to elect a new 
president in November, is now well into a 
" A banker-bashing pre-election phase. Since 
June it has failed to make $300m in pay- 
ments to foreign banks and governments. 
~ Tt now seems a foregone conclusion that 
. Brazil will not pay the $2.3 billion in interest 
that its creditors once expected to receive in 
. September. It will probably not make any 
. formal declaration of a moratorium— or so 
Brazil's finance minister, Mr Mailson da 
Nobrega, said to Mr John Reed, Citicorp's 
chairman, during Mr Reed's recent four-day 


visit to Brazil. Citicorp, America's biggest 
bank, accounts for $3.8 billion of the $112 






billion Brazil owes foreign creditors. The - 


minister explained that Brazil links payment 

.. tothe level of its reserves, which it wants to 

` + keep at over $6 billion. They now stand at 
^ around $6.5 billion. 

— — MH Brazil reneges, the reserves would be 
in the order of $7.6 billion when the new 

- government comes in. If Brazil stays up to 





date on the $10.3 billion it is due to pay this 
year, its reserves, according to a projection 
published on August 21st by the central 
bank, will be around $5.4 billion at the end 
of 1989, just $76m up on their level at the 
end of last year. 

The central bank is overdramatic. Its 
figures are based on a conservative estimate 





Brazil hides from the bankers 


of GDP. Brazil's latest agreement with th 











guess n d dem billion. " "he 
the first six months of this year was a : 
$9.2 billion. E. 

Brazil may be exporting, but i 
growing. Árgentinian-style hyperinfl 
where loudspeakers in supermarket 
cast price rises every hour—has n 
rived, but even so inflation is runn 
terrifying monthly rate of 3096. The 
try's main problem remains the publi 
tor’s deficit. This year it will be aroun 


















































































ternational Monetary Fund (IME) s 
should be around 2%. | 

As long as Brazil overshoots the IM 
targets, it will get neither the $1 billie 
Fund has agreed but has yet to advance, 
the $600m third and final slice of th 
billion the banks last year agreed to len 
part of its rescheduling. The loan de 
on Brazil staying on an imMF-charted course 

It is unlikely that Brazil and the 
will reach an agreement before the g 
ment changes. Mr Reed hinted that, 
kept up its payments, the banks mi 
some new money to the country. The 
lem is that $600m would only cover 2 
Brazil's September repayments. 

The Brazilian finance ministry a 
that there is quite a gap between what th 
Fund would like to see and what the finance . 
minister is willing to promise. The Fu 
wants aed expansion of no more thar 
2-3%. But, although the minister is prepar 
to maintain a tight policy, keeping real int 
est rates at their current levels of 2-4% 
month, he does not want to take them 
stratospheric levels just to please non-len 
ing creditors. Forgoing $600m to boost 
reserves by $2.2 billion will strike some 
better deal. 








Eurotunnel 


Great bores of | 
tomorrow 


HE world’s first big underwater ti 

ling project, Marc Brunel’s tunne 
the River Thames at Wapping, b 
1825, was a technological triumpt 
helped launch the career of Brunel": 
son, Isambard Kingdom. The City o 
don remembers the Thames Tunnel 
pany for a different reason: it set th 
pleasant precedents that a whole hi 
British construction projects from the 
ber to the Severn bridges have emu 
Brunel's tunnel was completed late; i 
nal investors saw no return on their. 
and it had to be rescued with publi 

Eurotunnel, the Anglo-French 
tium briefed to run a private-sector 
















jon company foamed: to bos the hole, is 4 
ageing behind its original building e 
Schedule by several weeks. In July, 
Eurotunnel let slip that building the tun- 
nel would cost more than the £6 billion 
39. 6 bil lion) raised so far. Of that, £1 
illion came from equity investors, the 
rest from more than 200 banks. 

. Talks between TML and Eurotunnel to 
iet a new spending target are due to last un- 
mid-September. Meanwhile, neither side 
ll comment on the sums involved; £6.5 
jillion looks a likely starting point, with TML 
hing for a figure of around £7 billion. In 
vember 1987 Eurotunnel reckoned on a 
cost of £4.8 billion; by April 1989 it had 
x up to £5.4 billion: so, with over three 
ars to go before the scheduled opening, 
e tunnel may already be 35% over its origi- 
il budget. 

- To be fair to Eurotunnel and its pugna- 
ous co-chairmen, Mr Alastair Morton and 
‘André Benard, the picture is not all 
black. Mr Morton has said that he has 
ough cash to build the tunnel: the new 
money is needed to see the tunnel through 
its early years of operation. On the revenue 
ide, estimates of the potential income that 
-the tunnel could produce continue to rise 
almost as quickly as the costs. The tunnel is 
being dug faster now that TML’s manage- 
ment has been purged. Its new American 
chief executive, Mr Jack Lemley, has no 
"truck with the British tradition of "Let's 
come up with an estimate now and talk 



































URNOVER in most of the world's 
big equity markets may still be 30-5096 
-down on the levels prevailing before the 
October 1987 stockmarket crash, but 
don't blame international investors. Ac- 
cording to a new report by Salo- 
mon Brothers, an Ámerican invest- 
ment bank, the gross cross-border 
equity business by investors from 
the four biggest stockmarkets—]a- 
pan, America, Britain and West 
Germany—during the first quarter 
.of 1989 was running at an 
annualised $584 billion. That is 
20% higher than in 1988, and 7% - 
higher than in those heady first 
nine months of 1987. It is also the 
. equivalent to over 11% of all busi- 
~ ness done on domestic bourses. | 
| Net foreign investment tells a 
still more promising tale. In the 
first quarter of this year net invest- 


Gross cross-border equity flows, 1988 $bn 
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about it again next year.” 

That may be, but Eurotunnel still needs 
around £1 billion. Who will pay up? Mr 
Morton says he is loth to go to shareholders 
for more money. Already, Eurotunnel's 
share price has dropped by a third since its 
June peak of £11.54. Mr Morton is keener 
on debt: either in the form of high-coupon 
"junk" bonds or more loans from banks 
which are involved in the project. | 

However, these banks' priorities are dif- 
ferent from the shareholders’. Their loans 
still look safe because, although the longest 
bank loan is 18 years, Eurotunnel has a con- 
cession for 55 years on the hole it is having 
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Making foreigners churn 


ment into the same four markets was an 
annualised $44 billion, against $14.2 bil- 
lion in 1986, a negative $20.2 billion in 
1987 (investors sold their overseas hold- 
ings during and after the crash) and $12 
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uit among other disast sa 
rise in the interest rate Eurotunnel pays 
to 14%, a year-and-a-half delay in the 
tunnel’s opening and revenue re- 
-maining flat thereafter. Yet its sums 
still show that Eurotunnel’s bankers — 
.. would get their money back after 28- 
E Weiss 
© Given this. safety net,.Eurotunnel . 
o5 supporters argue that. the banks can 
‘afford to lend another £1 billion, « 
























ak . particularly at the lucrative margins 


Eurotunnel pays; if the tunnel still needs — 
more cash, there could be a rights issue after 
the tunnel has opened. But taking on more 
debt (be it from the banks or in the form of 4 
high-risk bonds) "will only increase 
Eurotunnel's short-term interest burden’, 
argues one of its bankers. He also points out 
that the banks could (if they wanted) call a 
default on the grounds that they had a “rogh. 
sonable belief” that there would be a deam 
or a cost OVer-run. 

The likely result of all this? Eürstabfels » 
most persistent (and, to date, largely accu- 
rate) critic, Mr Richard Hannah at uss Phil- 
lips & Drew, reckons that the new cost esti- 
mate will be £6.5 billion. So, with an extra 
£500m to keep as a cushion, Eurotunnel 
needs to raise £1 billion. Half of that could 
come from the banks, the other half from 
the shareholders. To take account of these 
uncertainties, Mr Hannah guesses that the 
shares should be worth £6 each, nearly £2 
below the price on August 23rd, but still 
£2.50 above the launch price. Mr Brunel’s 
investors would have settled for that. 












billion last year. In the first quarter of 
1989 a net $8 billion flowed into Japan, | 
but a piffling $390m went into America; - 
foreigners were clearly not as bullish as 4 
Americans have been about Wall Street. 
Only $700m found its way to Britain. 
The chart shows the gross cross-border 
equity flows between markets, including a 
combined figure for continental 
Europe, for 1988, the latest figures 
available. One striking point is how 
underwhelmed Japanese investors 
have been with European. markets. 
“The Japanese are coming” is a 
never-ending European cry. What 
the chart does not show is that, 
even if it was not Japanese, 62% of. 
all the net new money that went 
into international equity buying 
vlast year was invested in continen- 
tal European stocks. That com- 
pares to 42% in the nine months 
before the 1987 crash. Can some 
people still be awake when 1992 is 
mentioned? 
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. An amazing tale 


NEW YORK 


MERICA’S savings and loan (thrift) af- 
fair has had its share of fiascos. None 
. quite matches that of Lincoln Savings, 
— based in Irvine, California. Lincoln was put 
. into conservatorship (the thrifts’ version of 
bankruptcy proceedings) by federal regula- 
-= tors in April, at a cost to taxpayers of proba- 
bly $2.5 billion. This is a tale of reckless 
business practice, blatant influence-ped- 
dling in Congress and red faces at the Fed- 
XR eral Reserve. 
— Lincoln has proved galling for a well- 
known Washington figure, Mr Danny Wall. 
He was chairman of the former Federal 
= Home Loan Bank Board. Under the thrift 
bail-out legislation signed by President Bush 
` on August 9th, he now sports a new title as 
director of the Office of Thrift Supervision 
— (ors), the bank board's reincarnation. Mr 
Henry Gonzalez, chairman of the House of 
— Representatives’ banking committee, has 
-wanted to get rid of Mr Wall. During the 
. passage of the thrift legislation, he cited Lin- 
. coln in his efforts to get Mr Wall sacked. 
—.. Mr Wall’s problems stem from his un- 
.. precedented decision in September 1987 to 
. remove the regulatory supervision of Lin- 
. coln from the Federal Home Loan Bank 
.. Board of San Francisco. This was the only 
. time a thrift or a bank has been transferred 
. from the regulatory authority of a district 
1 bank to Washington. 
The San Francisco regulators began in- 
. vestigating Lincoln in March 1986, because 
. they feared that the thrift was betting feder- 
ally-insured deposits on risky investments 
. other than home mortgages. In October 
1986 they unearthed $135m in unreported 
losses at Lincoln. These stemmed mainly 
- from over-appraisals of property values and 
. direct equity investments that went sour. 
Lincoln's boss, Mr Charles Keating, a 
. longtime campaigner against pornography 
. who is now being investigated by the FBI for 
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— fraud, bought the thrift in 1984 for : Sin mtl 
was then a conventional savings and loan, 
with $1 billion or so in assets, mostly home- 
purchase loans. Mr Keating fast turned the 
thrift into a different kind of lender. 

By May 1987 mounting losses led the 
San Francisco regulators to recommend Lin- 
coln for receivership. They were overruled 


~ by Mr Wall. The subsequent transfer of reg- 


ulatory authority to Washington happened 
after five senators lobbied on Mr Keating's 
behalf to have the San Francisco regulators 
stop criticising the thrift's preference for 
taking direct equity stakes over lending to 
home-buyers. 

The five were Mr Alan Cranston of 
California, Mr John Glenn of Ohio, Mr 
Donald Riegle of Michigan, and Mr Dennis 
DeConcini and Mr John McCain of Ari- 
zona. All had received campaign contribu- 
tions from Mr Keating, though Mr Riegle, 
now chairman of the Senate banking com- 
mittee, later returned Mr Keating's con- 
tribution in an effort to avoid embarrass- 
ment. In July Mr Cranston said he had 
solicited a total of $850,000 from Mr 
Keating for three non-profit voting-registra- 
tion drives. 


A delay that cost 


Celebrating his victory over the San Fran- 
cisco regulators, Mr Keating embarked on 
yet more reckless lending. Between Septem- 
ber 1987, when Mr Wall told the San Fran- 
cisco regulators to ease off, and April 1989, 
when federal regulators placed Lincoln in 
conservatorship, the thrift’s assets jumped 
from $3.9 billion to $5.5 billion. The extra 
20 months’ grace granted to Mr Keating 
probably cost taxpayers some $1.5 billion. 
Lincoln now looks like being the largest-ever 
rescue of a thrift. 

In April, Lincoln’s Phoenix-based hold- 
ing company, American Continental Cor- 
poration, filed for bankruptcy protection 
against its creditors. Federal regulators 
moved into Lincoln a day later. They found 
that Lincoln had sold $250m in American 
Continental subordinate notes to 23,000 
mostly small investors. Most of these sales 
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| e lobbies of linoli 7 
reci These n are now worthless: 
the subordinate debt of a thrift holding- 
company is not covered by federal deposit 
insurance. 

Several class action suits have been 
brought by bondholders, who include thou- 
sands of retired folk and a Cincinatti order 
of nuns. These bondholders claim that they 
were told they were buying federally insured 
paper. But, they say, the bonds were worth- 
less even when they bought them, because 
of Lincoln’s fraudulent accounting prac- « 
tices. The bondholders are also suing three 
large accounting firms, Arthur Young, Ar- 
thur Anderson and Touche Ross. A report 
by a federally appointed auditor, Kenneth 
Leventhal & Co, concluded that "seldom in 
our experience as accountants have we en- 
countered a more egregious example of the 
misapplication of generally accepted ac- 


counting principles. 

Mr Cranston has now suggested FC 
the Federal Deposit Insurance Corporati 
(FDIC) bail out American Continental bond- 
holders. (Under the new legislation the 
FDIC, which insures American banks' depos- 
its, now insures thrift deposits too.) This 
may be a convenient way out for Mr Cran- 
ston and the other senators who helped to 
keep Lincoln in business, but it will cost tax- 
payers $250m. 

Another person embarrassed by the 
Lincoln case is Mr Alan Greenspan, the 
chairman of the Federal Reserve. In his for- 
mer career as a private consultant, Mr 
Greenspan was commissioned by Mr 
Keating in 1985 to write a paper arguing 
that thrifts should be able to diversify from 
home-purchase loans into direct equity in- 
vestments. That same year Lincoln made a 
grand total of 11 home loans, five of them to 
employees. At the time, Mr Edwin Gray, Mr 
Wall's predecessor as chairman of the Fed- 
eral Home Loan Bank Board, was trying to 


stop thrifts having more than 1096 of - 















assets in direct equity investments. A 
wardly, in a 1985 letter to federal regulators)” 
Mr Greenspan described Lincoln as “a fi- 
nancially strong institution that presents no 
foreseeable risk to the Federal Savings and 
Loan Insurance Corporation.” 

Mr Keating returned to Mr Green- 
span’s attention when Lincoln was seized by 
federal regulators. During April and May of 
this year the Fed became part of a joint lend- 
ing operation to provide temporary liquidity 
to the insolvent Lincoln. The Fed provided 
45% of the funds, the San Francisco home- 
loan bank 45%, and the Federal Savings and 
Loan Insurance Corporation, 10%. This is 
one of only two occasions where credit from 
the Federal Reserve has been used directly 
to bail out thrifts. It is a troubling precedent 
because the Fed was lending to an institu- 
tion with virtually no collateral. Hardly the 
job of the guardian of the nation’s credit. 
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SCIENCE AND TECHNOLOGY 


Valdez and after 


frenos 


spill, the clean-up is winding down 


beginning. The state of Alaska is mang 


prevent oil-spills at sea? And how wel 


oae the fouling of Prince William 
Sound on March 24th, ideas about how 
to avoid spilling oil and what to do with the 
once it has escaped have inundated the 
roleum lobby’s headquarters in Wash- 
ington. Their reception at the American Pe- 
troleum Institute (API), the voice of the 
American-based oil giants, has been unim- 
pressive. In particular, one proposal which 
the Swedish government has offered roy- 
alty-free to the world’s shipping industry has 
been ignored. The idea promises nothing 
less than to prevent most oil-spills and to re- 
duce the amount of oil spilled in any that do 
occur by at least 80%. 

This so-called “vacuum method” of 
tanker design, which applies a physical prin- 
ciple familiar to most schoolchildren, has 
been circulated in maritime organisations 
over the past few years, and was discussed 
most recently in July at a conference in Seat- 
tle on the medical effects of oil spills. To un- 
derstand it, go back to the school laboratory 
(or into the kitchen). 

If a beaker partly full of water is turned 
upside down in a basin of water, so that the 
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r winter. But the lawyers’ work is just 
Exxon for negligence. 
did Exxon cope with the aftermath? 


Five months after the Exxon Valdez pe 
Oo 





merica's biggest oil- 


ow hard is it to 


lip of the beaker is below the basin’s water 
line, the water in the beaker will stay there. 
This is because the pressure of the air in the 
beaker is lower than the pressure of the at- 
mosphere pushing down on the water out- 
side: this difference is large enough to sup- 
port the water inside the beaker. As the 
physics teacher would have put it, the hy- 
drostatic underpressure in the empty space 
at the top of the beaker holds the liquid be- 
low it in place. Or take a simpler example: 
suck some liquid halfway up a straw and 
then pinch the straw airtight at the top. The 
liquid does not run out until you let go. 

In 1985 Swedish engineers reasoned 
that if new tankers could be built—or exist- 
ing ones refitted—to keep the empty space 
at the top of a cargo-hold airtight like the 
inverted beaker, then the atmospheric pres- 
sure on the water around a ship could stem 
the spillage of oil were the tanker to be 
holed. The tanker’s crew would seal the 
hold but leave some valves open until there 
was an accident. As soon as the hull was 
damaged, air could be pumped out through 
the valves (to lower the pressure) and the 





hold made airtight. 

This idea was presented at a meeting of 
the United Nations’ International Maritime 
Organisation (IMO) in London in February 
1987—two years before the Exxon Valdez 
ran aground in Alaska—and was the subject 
of a special talk in May 1987 to the United 
States Coast Guard, the American Bureau 
of Shipping and the American Institute of 
Merchant Shipping in Washington. Be- 
tween 1987 and 1989 it was described at 
least three times in two publications that are 
widely read in shipping circles: imo News, 
house organ of the International Maritime 
Organisation, and GARDNews, a publication 
of a big Norwegian maritime-insurance com- 
pany, Assuranceforeningen GARD. It was 
also on the agenda of the n«o's Maritime 
Environment Protection Committee in 
London on June 29 1988 and was discussed 
at the Seattle meeting. 

So it is surprising that Mr Kenneth 
Leonard, the Apt’s director of transport, told 
The Economist on August 14th that the API 
“would certainly be interested in taking a 
look at it, but until now nobody has brought 
it to our attention.” After all, an API repre- 
sentative was at last month’s meeting in 
Seattle. 

According to case studies in a Swedish 
report to the IMO's maritime environment 
protection committee in June 1989, such 
vacuum equipment would have prevented 
the release of large amounts of oil in three 
grounding accidents, one near the Swedish 
port of Gavle in 1976 and two in the St Law- 
rence river in 1985 and 1986. However, ac- 
cording to officials at the Swedish maritime 
administration, there have as yet been no 
engineering tests of the performance of the 
vacuum system in an emergency. 

The Swedish administration reckons 
that the cost of building a new tanker with 
the equipment would be around 1-3% of its 
total construction cost. That is probably 
cheaper than equipping new tankers with 
double hulls (which have the added disad- 
vantage of cutting down on cargo space). 
And the oil companies would be able to sell 
the oil that would otherwise have leaked 
away. Although the administration has no 
reliable figures for the total cost of refitting 
an existing tanker, it told the mo in its 1988 
report that installing special valves on cargo 


holds would cost $4,000-20,000 per ship, or 


$30m for the world's tanker fleet (though 
their holds would have to be sealed too). 
Writing before the Exxon Valdez shocked 
the world with the extent of its spill, the 
Swedes projected an annual saving in clean- 
up costs of $150m. 
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lack science 


EN the Exxon Valdez ran aground 
"V everyone 's greatest worry was what 
he outpouring of almost 11m gallons of 
rude oil would do to a near-pristine envi- 
onment and its photogenic wildlife. They 
nay never know for sure. Even though the 
-spill threatens to wreak nastiness over 
iny years on the wildlife and on the thou- 
nds of people clearing up the mess, few 
tudies on its distant effects have been set 
p. The chance to learn from the Exxon 
Valdez disaster has, to a great extent, been 
ost. And the few opportunities that remain 
re being wasted. 
- Such was the common complaint at a 
National Institute of Environmental Health 
sciences (NIEHS) conference on the spill, 
Id in Seattle at the end of July. Studies of 
ong-term toxicity need to be planned well 
forehand if they are to be begun at a mo- 
ent's notice. Without such studies, there 
vill be no new scientific information to help 
fight the next oil-spill, or to avoid its dan- 


-. A typical example of lost knowledge 
"concerns De-Solv-It —the solvent hastily se- 
lected for the clean-up and used in massive 
quantities. Its formula is a trade secret. Since 
they do not know what De-Solv-It is made 
of, scientists struggle to understand its ef- 
fects. According to Dr Richard Griesemer, 
an NIEHS pathologist who spoke at the Seat- 
' conference, De-Solv-It may—like many 
solvents and furniture polishes—contain a 
hemical with a lemony smell, which is 
lled d-limonine. D-limonine is known to 
use malignant kidney tumours in labora- 
ry rats, and may do the same to people and 
wildlife. 

. An even bigger muddle surrounds the 
ade oil itself. Crude is a complex mixture 
hundreds of chemicals. Perhaps the best- 


udied of them is benzene, which can cause 


forthe cleaieuri did monitor their worker” 
exposure to benzene. Unfortunately, in 
many cases, the records do not say for how 
long they were exposed. This matters since 
the length of exposure is vital in assessing 
the likely effects of a given dose. 

Moreover, unlike benzene, which evap- 
orates in a few days, it takes longer to be rid 
of many of the other components of crude 
oil; in some cases it is not known how long. 
Nor is it known what chemical changes may 
occur while they persist in the environment. 

Thus many more questions are raised. 
What effects, if any, do each of the ingredi- 
ents of crude oil and their by-products have 
on the immune system, the liver, kidneys 
and adrenal glands, or bone marrow, where 
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blood cells are formed? Do 
oral doses, skin doses and inhaled doses 
have different effects? And what does oil do 
to the reproductive system! 

The few existing studies suggest that 
acute exposure to large doses of crude oil in 
some pregnant mammals causes speedy re- 
sorption of the foetus: the young vanish as if 
consumed. However, scientists have no idea 
of what happens after a massive oil-spill, 
when doses will probably vary and the peri- 
ods of maternal exposure will be lengthy. It 
is also unclear whether unresorbed foetuses 
may become deformed or develop chemical 
abnormalities. The effect of parents’ expo- 
sure to crude oil on mammalian eggs and 







Alaskan spill Otters suffered more e immedi 
ate and visible harm than harbour seals be- 
cause seals have a thicker layer of protective 
fat —though seals may be worse off in the 
long-run, because hydrocarbons accumulate: 
in fat, causing trouble later. It was the obvi- 
ously ailing otters that Exxon favoured 
most. The company spent $9m on a highly 
publicised helicopter rescue and on treat- 
ment of some 350 oil-soaked sea otters. Of 
these only 180 survived and only 35 have 
been released into the wild. That adds up to 
nearly $45,000 spent for every otter saved or 
nearly $230,000 spent for every otter re- 
leased. Mr Knut Ringen of the Labourers’ 
National Health and Safety Fund (a part of 
the Labourers’ International Union of 
North America) has complained that more 
protection should have been given to the 
thousands of clean-up workers instead (see 
box on next page). 
Even Exxon's efforts. at helping thes 
ters may have been in vain. Several of the: 
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may lessen the: anima s’ chances of recovery. 
Also the otters may have been infected. 
while in captivity by viruses which 
could spread when they are set loose. 
. Still, the otter venture may yet 
benefit science. Autopsies of otters 
which died in captivity revealed inju- 
ries to the liver, kidneys, intestines, 
- adrenal glands and bone marrow as 
well as severe emphysema, probably caused 
by breathing oil fumes. Although one vital 
clue is missing, namely how much oil each 
animal encountered, their tissues have been 
preserved for further study and analysis, 
from which scientists hope to learn more 
about the nature of the oily pestilence. 














Native Alaskans 


When the salmon 
come no more 


SEATTLE 


HILE scientists ponder the distant 

V V consequences of the Exxon Valdez's. 
Easter mishap, and Exxon ponders how best 
to staunch the flow from the hole in its 
haemorrhaging reputation, Dr Thomas 
Nighswander has a different concern. As a 
doctor with the Alaska Area Native Health 


| Service, he is monitoring the effect of the 


oil-spill on the already-fragile economies and. 
culture of four isolated fishing villages, 
whose total population is fewer than 1,000 
people. 

According to Dr Nighswander, the vil- 
lagers are used to having little or no cash. 
They depend upon the land and sea, catch- 
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people who were hired to clear up the 
didez mess has died. He was rid- 
upply-ship’s dumb waiter when it 


given protective 
. -clothing and 40 hours of training. At first 
there was not enough of this clothing to 
go around, and 90 minutes of lecture 
training was the rule. Later, the workers 
shad four hours of training, some of it 
"practical, and although they all eventually 
| got protective clothing, some of 
| it —especially gloves—did not fit. 
| ... 90, people sent to cleati remote rocky 










beaches made slippery by oil—not to 
mention ice— spent days either without 
protective suits or dressed in oil-soaked 
ones. They received hefty doses of oil and 


salt water on their skin for long periods. 


As far as anyone knows, nobody suffered. 


1 





ing enough fish and game in the summer to 
tide the community over the winter months. - 
When one of them dies, he is buried by the 
stream he has fished all his life. His feet are 
left facing downstream, in the belief that he 
will still be able to watch the annual return 
of the salmon. 

When the spill occurred virtually every- 
body who could work got a well-paid job 
aning up the slick. Having spent their 
Frooney as they earnt it, and too exhausted 
~ from their work cleaning up oil to fish or 

hunt when they returned home, the villagers 
are likely to face hard times when Exxon 
shuts down the operation in mid-September 
(it has already started laying off some of the 
workers it hired). The company has made 
nocommitment to resume the clean-up next 
spring—though it may be forced to. Exxon 
says 1,073 miles of coastline were oiled and 
that it has cleaned 915 of them. However, 
the United States Coast Guard claims that 
1,827 miles of coastline were polluted and 
: says that less than half has been treated. 
< «For the moment, Exxon has been ship- 
ping in food to the villages. Unfortunately, 
according to Dr Nighswander, this may 
have some unwanted results. Exxon’s hand- 
outs have further undermined the villagers’ 
self-reliance. Besides, the shipments are a 
poor substitute for a diet (80% of which is 
protein) consisting mostly of fish, fresh and 









e cleaners to the cleaners 


| anything more serious than rashes. Only 


Cem 





time can reveal whether their health will 
suffer after this exposure to noxious 
substances. 

Exxon maintains that it would have 
been impractical, given the emergency 
caused by the spill, to comply with OSHA 
training rules, and that some of them were 
unsuited to the local conditions anyway. 
And while Mr Roger Florky of Exxon 
conceded that contact with oil fumes can 
dispose people to cancer, he pointed out 
that the most dangerous of these 
fumes—from benzene— had wholly evap- 
orated a few days after the spill. With the 
benzene fumes gone, he told the Seattle 
conference, crude oil has a "relatively low 
carcinogenic potential.” 

Union representatives and some scien- 
tists did not find this reassuring—not 
merely because some workers were ex- 
posed to benzene in the early days after 
the spill. They worry that more-persistent 
components of petroleum may damage 

the brain and other organs, and also that 
Exxon neglected other possible dangers. 

As the clean-up progressed Exxon and 
its contractors arranged for the workers to 
take showers and to have their clothes de- 
contaminated. Exxon seems not to have 


Meanwhile, the villagers worry about 


— the future of their fishing grounds, some of 


which were heavily oiled and so smell of hy- 
drocarbons from the spill. In order to ensure 
that all Alaskan fish meets the Food and 
Drug Administration’s tests for petroleum 
residue, the state of Alaska has partly or 
completely closed the oil = 
fouled waters in Prince Wil- 
liam Sound, Kodiak, Cook 
Inlet and Chignik. The 
closed fisheries, which em- 
ploy some of the villagers, 
sold $350m worth of fish 
last year. By contrast, the | 
Food and Drug Adminis- 
tration’s officials have told 
villagers that fish from their 
own small fishing grounds 
is probably safe for them to 
eat if it looks, tastes and 
smells all right. 

It does not help matters 
that some research which 
might have provided a 
more definitive answer has 
been cancelled. Dr John 
French, a biologist at the 
Kodiak campus of the Uni- 
versity of Alaska, had 
started to analyse fish from 
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Two native Alaskan 

















known of several studies. whic 
shown that decontaminating clothes a 
reusing them is tricky. While, for in- 
stance, oil and oil-dispersants can be 
washed from the outside of a glove, this is. 
no guarantee that chemical residues will 
not be left on the inside. US 
Also, once collected, the oily ref 
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burned—some of it in an incinerator in 
the Valdez area which is so small that i 
does not need a permit to operate. Co 
sider a study conducted several years ag 
by Dr Parris Georghiou, a chemist at the 
University of Newfoundland. He tested - 
the components of crude oil for their ten- 
dency to cause mutations in cells, both E 
fore and after incineration. He fo 
that, in general, those parts of crude oil 
which cause genetic damage when they 
are not burned cause even more when 
they are. mas 

It would take lots of systematic re- 
search to be sure whether such fears about 
the distant effects of exposure to crude oil 
are justified. It is far from clear whether - 
enough records will be kept—or have || 
even been started. And it will be hard to | 
collect follow-up data later. Many people 
like working in Alaska because they can 
stay there for a while and then move on | 
without anybody knowing where they. | 
have gone. Keeping tabs on transients like | 










































































these can be well nigh impossible. | 





clean and oil-contaminated waters and to 
compare their petroleum content. He has. 
had to curtail his efforts because his request. 
for a grant of $200,000 (that is, less than th 
cost of one otter returned to the wild—see 
article on previous page) was one of several | 
proposals for extended study of the oil- 
spill's effects that were denied Alaskan stat 

wee, § = funds. Unless he finds the 
money soon, Dr French 
told the conference, it wi 
be too late to pick up whe 
he had to leave off. 

One thing that is 
ready clear is the optim 
of Exxon's claim that 
fisheries will be back to 
mal in two or three : 
No other major oil-spi 
occurred just when hi 
are spawning, crabs. a 
leasing their s 
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1735 
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A Monument To The Art Of Watch- the rarities in the watchmaking art. Only 
making ae vu a very limited quantity of these indivi- 
dually-numbered watches leave the 
workshops of the oldest watch name in 
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Enjoying life together 
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THESELECTED LETTERS OF SOMERVILLE AND Ross. Edited by Gifford Lewis. Faber &? Faber; 


308 pages; £14.99 


DITH SOMERVILLE went to a rather 

grand dance in County Cork in 1886. 
The next day she wrote to her cousin Violet 
Martin, of Ross, County Galway, describing 
the event. "Mother wore her black velvet, 
lmer his new and dazzling false teeth. At 
door, the lord of the mansion met us— 
or rather he darted in and out like the nee- 
dle of a  sewing-machine. Big Di 
Hungerford—who for one aw- 
ful moment I thought was a 
strayed-away man—had cut 
her hair very short in the front, 
parted it at the side and sleeked 
it down on her huge red-ridged 
forehead. With her flangeing 
nose and gleaming tusks she 
was a nightmare... Happily 
there was lots to eat, a huge pie 
like a Noah's ark with every 
sort of animal in it and I may 
say, with modest pride, that we 
gorged.” 

Cousin Violet, who used 
the pen name Martin Ross, was 
the match of Edith in zest and 
humour, and the collaboration 
between the two produced ar- 
bly the best novel, “The 
| Charlotte” and certainly 
the best short stories of their 
time. "Some Experiences of an 
Irish R.M.", and the later vol- 


umes, describes Ireland in the 








last years of the Anglo-lrish as- 
cendancy; the raw material for 
many of the tales appears in this 


correspondence. 

The letters describe many vanished 
pleasures, particularly long days out hunt- 
ing. Edith’s daring and skill, sidesaddle and 
with a dangerously long stirrup, thrilled ob- 
servers and "three country boys yelled with 
joy at the prospect of my death”. She was a 
resourceful hoarder and kept for 17 years “‘a 
rubber inflatable swimming-aid" before tri- 
umphantly using it to waterproof the knees 
of her riding breeches. Resourcefulness was 
necessary. Violet and her mother returned 
to the great house at Ross after 15 years of 
reluctant absence and set about restoring it 
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Twin souls 


with great diligence, but her mother needed 
a special hiding-place to avoid the servants 
when there was nothing to cook for dinner. 
Money was always short and the ability to 
earn their own living became a matter of life 
or death, or at least life or marriage. It was 
hard, because each woman had to answer 
the many demands of her own family life. 
Visitors to the Somervilles were frightened 


by the incessant bickering and fighting 
throughout meals. Whilst at Ross, Violet’s 
sulky sister Selina took to her bed for the 
winter and was only wheedled out by the 
blandishments of Kate Welsh, the trusty 
maid, who happened to be sweeping the 
stairs. 

There was strong affection between 
these impoverished landed families and 
their servants. Although they could be hor- 
tibly snobbish about the "suburbans" to 
whom they were occasionally forced to let 
their houses, the real Irish villagers were 
treated with understanding and warmth. 
There is a marked contrast between the 





dreary, proper Rectory At-Home, with the 
Bishop sitting “large, gloomy and yellow" 


and the wake following a death in the vil- | 
lage: "he died as quiet now, as quiet as a lit- 
tle fish", but at the funeral everyone was - 


drunk and the roaring, crying, rocking, 
moaning and keening were far from quiet. 
Though she shuddered fastidiously (“crema- 
tion for me"), Violet watched and reported 
the whole affair with rapt fascination. 

They took delight in Irish phrases and 
collected them for each other. They relished 


a song beginning "The blackest-hearted ruf 


fian that ever whirled a stick was the man 
who brought a bath to Donegal"; they en- 
joyed the man up for drunkenness who con- 
fessed to "eight glasses of whiskey and two 
attempts", and they worried about the pro- 
priety of the woman who lost her husband, 
"he having left her with one child and the 
invoice of another." 

Their own turn of phrase is 
repeatedly surprising and de- 


ing a "perfectly ordinary do- 
mestic — madwoman with 
flaming cheeks and hungry 
eyes" and Edith describes a 
Mrs Howard singing at a con- 
cert through tightly-clenched 
front teeth and with "breath 
that would have felled an ox.” 
They both enjoyed a private 
vocabulary in which sal volatile 
was Lively Sarah, a large loud 
woman of stupendous vulgar- 
ity was a Flahoola and if some- 
thing was superfluous and use- 
less it was "kneebuckles to a 
highlander”. 

Generally, their concerns 
were local and parochial, but 
sometimes they went farther 


studied in Paris. Propriety de- 
manded that she acquire a 
companion in the emu-like 


form of Miss Newstead, who had “a terrible — 


way of saying ‘indeed’ with brisk intelligence 
which rather quells any foolish jesting.” Her 
formidableness did not, however, prevent 
her from rapidly becoming known as Stead- 
fast, and the butt of many more jokes be- 
tween them. 

As the pair became better known, they 


began to move into more public and literary 


circles. Oscar Wilde they found “a great, fat, 
oily beast" but Yeats they quite liked, de- 
spite his consciously poetic ways. Andrew 
Land captivated Violet, and both women 
grew increasingly confident of their status at 
Methuen as professional writers, while 





lightful. Violet writes of meet- — 


afield. Edith, a gifted artist, jl 
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This selection is introduced sympatheti- been a large task, but well worth the trouble. 

E Es by Molly Keane and edited patchily by The sense of comfort and delight that this 

Gifford Lewis. Itritatingly, the family trees correspondence instils—in the modern 

. are significantly incomplete and facsimile ^ reader as much as in the writers them- 

= press notices are illegibly printed. Miss ^ selves—is like putting your feet into Turkish 

. Lewis gives a certain amount of interesting slippers after a hard day, as Violet wrote, 

. andrelevant background material, but there and feeling them "spread forth like seaweed 
. are annoying lacunae. in water”. 


Edith Somerville lived for more than 


BRAZIL, as most good 
greens now know, encour- 
ages the destruction of the 
Amazon through tax relief 
and subsidies for uneco- 
nomic cattle ranching. 
Surely, intelligent environ- 
mentalists might think, 
only a third-world country could do 
something so pointless? Not at all. Mr 
Steve Tompkins’s excellent book, A 
FORESTRY IN Crisis: THE BATTLE FOR 
THE HiLLS*, is a diatribe against a bit of 
equally uneconomic vandalism, con- 
ducted for many years by British govern- 
ments, which has changed the ecology of 
vast tracts of upland Britain at the tax- 
payer's expense. 

In Britain’s case, subsidies and tax re- 
lief have been used to encourage the 
planting of trees, not their destruction. 
But almost all the planting has been of 





one or two species of fast-growing coni- 


fers, set in huge blocks on infertile hill- 
sides and peat bogs. Much of the plant- 
ing has been by the state-owned Forestry 
Commission, whose plantations have 
quadrupled since the end of the second 
world war; but a fast-expanding area has 
been planted by private companies, on 
behalf of rich individuals who have been 
able to offset their costs against their tax 
bills. Pop stars, television presenters and 
many others who would not know a sitka 
spruce from a baobab tree, found this fis- 
cal quirk a convenient way to turn a tax 
liability into a valuable asset. 

For years British environmentalists 
tried to persuade the government that 
tax-avoidance tree-farming was doing 
great damage to the habitats of wild birds 
and plants. Golden eagles, merlins, dun- 
lin and greenshank were losing ground. 
Most alarming of all was the ploughing 
up of the rare peat bogs of Caithness and 
Sutherland. 

As with the destruction of the Ama- 
zon, much of this harm was done in the 
name of phoney economics. The forestry 
lobby at one point persuaded the prime 





minister to take seriously its claim that 
subsidised tree-planting would save im- 
ports (a line she never bought from Brit- 
ish Steel). The claim that forestry creates 
jobs was debunked by a report for the 
National Audit Office in 1986 which 
pointed out that forestry jobs cost over 
£3,500 a year each to create—more than 
jobs in tourism or fishing. 

The critics of tree-farming, of whom 
Mr Tompkins has been one of the most 
effective, had a partial victory in the 
1988 budget. The tax breaks are now be- 
ing phased out, and replaced with grants: 
which will be fine for those who are seri- 
ously interested in the future of tree- 
planting, but unattractive to pop stars 
and television presenters. Of the 22,000 
hectares planted in the year after that 
budget, all but 150 were under the disap- 
pearing tax-break scheme. 

Mr Tompkins’s acerbic and well re- 
searched account of this saga ends with a 
warning: the battle for the hills is not 
over yet. The government is still commit- 
ted to targets for tree planting (of 30,000 
hectares a year). If, as seems possible, 
only one-third of that is planted this 
year, commercial foresters will yell for 
higher grants. Grants, argues Mr Tomp- 
kins, should be concentrated on small 
schemes, and more money should be 
paid for tree management, rather than 
planting. Fresh forestry should be con- 
centrated on good, lowland soil. Big 
planting schemes should need planning 
permission from local authorities. The 
Forestry Commission's vast estates 
should be sold, and it should become in- 
stead the official guardian of Britain's 
woodlands. 

The forestry lobby ought to embrace 
such commonsense changes with enthu- 
siasm. Only when tree-planting becomes 
environmentally responsible will Brit- 
ain's noisy green lobby be as keen on 
trees in its own back yard as it is about 
the Amazon. 


*Christopher Helm; 192 pages; £12.95. 





SOVIET HISTORY IN THE GORBACHEV REV 

LUTION. By R.W. Davies. Macmillan; 23 

Pos £29.50. Indiana University Pre: 
35 


IKHAIL GORBACHEV once sai 
bravely, that there should be "tr 
blank pages" in Soviet history or literatur 
Filling them in is provinga monumental ar 
increasingly risky task. As one promine: 
Soviet historian puts it: "there is not ar 
never has been in this world a people and 
country with such a falsifed history : 
ours." The danger for Mr Gorbachev is th 
uncovering one historical lie leads back to: 
many others. 

He began his own crusade by attackir 
the “years of stagnation” under Brezhn« 
for the mess the Soviet economy is in t 
Then, much to the consternation of 
his Communist party colleagues, he plucke 
up the courage to take on the legacy of tl 
Stalin years, which created the enormo: 
bureaucratic system that had allowed tl 
stagnation to happen. Beyond Stalin is L 
nin, so far the source of inspiration for tl 
Gorbachev reforms. But for how long? S 
viet historians, who with one or two bra 
exceptions were at first slow to jump on tl 
glasnost bandwagon, have now begun : 
question Lenin's role as the founder of tl 
dictatorial one-party machine that Stal 
used to such devastating and murdero 
effect. 

The history of the history debate in tl 
Soviet Union these past four years goes | 
the very core of the debate about reforr 
Was Gorbachev serious? Were perestroik 
and glasnost meant to bring real change 
Any doubts on either score were answere 
when, in spring 1988, the Soviet authoriti 
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ms for millions nos young. people 





| and universities. While the old 
xy books are being pulped and new 
es written—itself a highly controversial 
task—any deprived student who wants to 
now what the fuss is all about can open a 
wspaper, switch on the televison or spend 
n evening at the theatre. 

: The first brave trickle of articles, books, 
films and plays—some new, some released 
after. 20 years on the censors’ shelves—has 
now swelled to a flood. By cataloguing them, 
ting them out by theme and setting argu- 
nt against counter-argument, Professor 
Davies has done anyone with an interest in 
Gorbachev’s Russia a service. 

All the great themes of perestroika have 
ome out in the debate. How much did Sta- 
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R JACK NICHOLSON must be cack- 

ling all the way to the bank. There 
can be little doubt that the many records 
broken in the film world this summer in- 
cludes that of the most remunerated movie 
star. Mr Nicholson's fee for playing Bat- 
man's twistedly-comic nemesis, the Joker, is 
said to have been a run-of-the-mill $6m. 
However, his percentage of the film's prof- 
its—and his cut on the take from ubiquitous 
peripheral merchandising—could push his 
final haul up towards ten times his original 
fee. That would add up to well over $1m for 
every minute of screen time; great pay for 
scenery-chewing. 

“Batman”, directed by Mr Tim. Burton, 
is the most financially successful film in the 
most successful summer in Hollywood’s his- 
tory. Ít is only Mr Burton's third film: “Pee- 

s Big Aic ' and “Beetlejuice” 
». also successful. His rise is the most im- 
‘pressive since that of Mr George Lucas, 
whose second film, "American Graffiti”, 
was a great success, and whose third film was 

"Star Wars”: 

Like Mr Lucas, Mr Burton j isa fantasist, 
though of a different sort. His films hit a 
tone which, if Hollywood holds true to its 
herd instincts, could soon be inflated into a 
genre: "phantasmacomedy" (a possible con- 
tender for the most-ludicrous-portmanteau- 
word record), They share a vein of childish 
delight in the outlandish, often expressed 
through a striking use of mechanical effects 
which allow a joyful artifice sophisticated 
computer animation cannot match. 

.. It is not a mood unique to Mr Burton. 
its most notable proponent is Mr Terry 
Gilliam, the one-time Monty Python ani- 
mator. His brilliant, dystopian “Brazil” ex- 
erted a visible influence on the Gotham City 
sets s that Mr Burton and his designer Mr An- 
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Rustan messianism? Was Stalin merely a 
ruthless politician with an over-developed 
sense of purpose or was he mad as a hatter? 
Was it only a wrong path that the Bolsheviks 
set out on in the 1920s, or had they set out 
for the wrong destination? Can "socialist 
pluralism” be expected to check the hubris 
of the party in a one-party state? 

lt is hard to explain to outsiders for 
whom history is as ordinary as oxygen the 
excitement some Russians feel at the re- 
discovery of their past. It is hard to underes- 
timate the importance of it for the political 
row within the Soviet Communist party 
over the future of reform. Whether Gorba- 
chev succeeds or fails in his second revolu- 
tion, the Soviet Union's path to the future 
runs through the minefield of its past. 





The Abyss 


Rising from the abyss 


ton Furst concocted to give Batman its at- 
mosphere. Following the failure of "Baron 
Munchausen", which contained gorgeous 
moments but did very little with them, Mr 
Gilliam now seems set to follow in Mr Bur- 
ton's footsteps; he is working on a film of 
4f * ; i "E 
Watchmen”, a complex and critically ac- 
claimed comic, with a script by the unlikely- 
sounding Mr Sam Hamm, who was in part 
responsible for the "Batman" screenplay. 
The outcome should be intriguing—though 
it may not be phantasmacomical—and will 
certainly not be as hypable as a black bat on 
a gold oval has proven. 
. While Mr Burton has made his reputa- 
tion from a cultural icon, the rest of Holly- 
wood has been earning the wages of repe- 
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Sean Connery, is Batmar 
the box office, at $183m. “ 
has proved disappointing. 
pressed to earn more than $100 
whack, but not as much as was ho 
original "Ghostbusters" was the 
grossing comedy ever; its sequel is nec 
neck with "Honey I Shrunk the Kid 
film whose title says it all. The worst dis 
pointment was the James Bond film, wh 
did atrociously in America. It may make v 
for that, at least in part, in the rest of th 
world. Between the | ot of them, these films 
had pushed America's total 1989 box office 
over $3 billion by early August. — 

One studio, Fox, owned by Mr Ri 
Murdoch's News Corporation, tài f 
markably little of that money, a so 
of affairs it hoped to rectify with o 
film. “The Abyss”, directed by M 
Cameron, cost Fox over $60m, mos 
cause it was filmed in the flooded hull 
unfinished nuclear power plant. This 
similar in style to Mr Came 
previous two science-fiction | 
“The Terminator” and the en 
taining “Aliens”. The ee 








































project. 
“The Abyss" is a long ue 
which upsets cinema giis. 


cent of those in "Close Encoun- 
ters of the Third Kind”. In fact, 
Mr Cameron is frequently rem 
niscent of Stephen Spielberg, : 
pecially in the pace of 
-camerawork. Mr Cameron's" 
Terminator” captures almost e 
actly the menace of Mr Spielberg 
early masterpiece "Duel", wit 
Arnold Schwarzenegger play 
the role of the unstoppable threat. 
Spielberg used a 20-ton truck.) But unf 
nately for Fox "The Abyss” is unlikely to 
a Spielbergian blockbuster. : 

So what next? “Batman | 
“Ghostbusters III" and so on seem alm 
foregone conclusions. Mr Cameron may 
reined in to make better films on sma 
budgets. Or he and Mr Burton could col 
orate on something. After all, Mr Lucas an 
Mr Spielberg collaborated to make the tr 
mendously enjoyable "Raiders of the Lo 
Ark"—and Indiana Jones has now rid 
off into the sunset. Maybe their successo 


could come up with something as amus 
for the 1990s. ; 
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x in g oes to Russia 


bashibazooks 
NE of the most eagerly awaited reports 


ə on Russian life by a western observer 
peared this month. No matter that it was 
ritten in 1929-—TINTIN IN THE LAND OF 
THE SOVIETS* is, say Tintinophiles, the sem- 
inal work that launched the cartoon-strip 
character and his Belgian creator Hergé 
ias Georges Remi) on a glittering career. 
24 books have been translated into 40 
inguages, selling 120m copies. 
- Published in English for the first time to 
oincide with Tintin's 60th anniversary, the 
yung adventurer’s Russian exploits offer 
ittle except to the hardened Tintin buff, 
will of course be anxious to learn how their 
ero acquired his quiff or to witness the only 
me Tintin sends an article back to his edi- 
or (he was supposedly a roving reporter). 
_ As for the the rest of the book, sadly 
here's not much to enthuse about. Clearly 
erything that made the later stories so 
pular had yet to gel in the fledgling car- 
oonist’s mind. The crude black and white 
lustration lacks the fascination for intricate 
detail that became the Hergé hallmark. Ab- 
sent too are the other characters—Thom- 
on and Thompson, Captain Haddock, 
Bianca Castafiore and so on—who were 
iuch more entertaining than the colourless 
ero. At least the plot runs true to later 
rm, and Tintin's chaotic journey through 
ommunist Russia is infected with the same 
gung-ho spirit as subsequent stories about 
Arab drug-dealers or Cold War spies. “I am 
a journalist with the spirit of a boy scout,’ 
said Tintin. Hergé shared this simplistic out- 
look on life. 
.. Putthen he was only 21 when he started 
the Tintin saga as an intentionally informa- 
tive account of the journeys of the i imaginary 
porter and his dog, Snowy. Despite enjoy- 
ig. a reputation for scrupulously research- 
g his stories, Hergé never visited Russia. 
. he based his impressions on a book, 
Aoscou Sans Voiles: Neuf Ans de travail 
u pays des Soviets”, written by a Belgian 
iplomat named Joseph Douillet. 
The weekly Tintin strip was published 
in. the children's supplement of the 
staunchly conservative Catholic Brussels 
newspaper Le Vingtiéme Siécle. Its editor, 
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© Hergé 
Father Wallez, kept a signed photograph of 
Mussolini above his desk. 

The issue of Hergé's own politics re- 
mains a contentious one even six years after 
his death. He was branded a collaborator af- 
ter the second world war for working for a 
pro-German newspaper and a recent article 
in Time Out magazine ran the headline 
“Was Tintin a Nazi". The anticommunist 
sentiment of "Tintin in the Land of the So- 
viets” will fuel such accusations. 


Not : ruin: Tintin’s S Tepsi” of B E 





shevik propaganda to persuade the outside 
world of Russia's booming economy and his - 
ordeal with the secret police were burning 


issues of the day for many westerners. 


If xenophobia was not indisputably a 
sign of those times, ignorance certainly was. 
Years later Hergé regretted his earlier na- 
ivety, in particular the colonial prejudices 
that appear in Tintin's second adventure,« 
this time in the Belgian Congo. Like the best | 
boy scouts, his publisher is prepared for all 
eventualities: any English translation of the 
Congo story would need to be printed in 
black and white to dilute the race question. . 
lt seems even Hergé's colouring-in can no 
longer be given the benefit of the doubt. 


*Sundancer, 34 Floral Street, London WC2; £8.95. 
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éQue pasa? La Zarzuela! ee. »3 


NEW YORK 


TH the social and economic loos- 
ening up of Spain since the end of 
the Franco regime, not everything devel- 
oped or exported in this new era of cul- 
tural freedom has been as flashily mod- 
ernist as the films of Pedro Almodovar. 
Recently, large numbers of non-Iberians 
have been introduced to the vibrant 
charms of zarzuela, the Spanish mix of 
operetta and folk opera that has existed 
for more than 300 years, but exclusively 
in Spanish-speaking lands. After.a Paris 
engagement, this year’s Edinburgh festi- 
val is spotlighting a production of “La 
Chulapona”’,a 1934 work in a revival by 
Madrid's Teatro de la Zarzuela. It i is the 
first major zarzuela production in Brit- 
ain, in Spanish. - 

The word zarzuela comes from the 
Spanish for bramble. Brambles flour- 
ished around a palace near Madrid 
where, in 1629, royal divertissements 
with song and dance were staged for 
Philip IV. Native rhythms bounced 
through the Franco-talian formulae, 
and in 1852 the genre was formalised 
with the opening of the Teatro de la Zar- 
zuela in central Madrid. The full-length, 
grande zarzuela was lushly romantic and 
the short, chico variety snappy and 
comic, but in the mid-nineteenth cen- 
tury the forms cross-pollinated and 
thrived happily until the civil war. Dur- 
ing the Franco years (the dictator's wife 
preferred flamenco), threadbare touring 
productions would occasionally be offset 
by startling recreations of true classics 





————É———— 


like the 1956 production of Amadeo 


Vives’s 1923 "Dona Francisquita", | 
staged by Jose Tamayo in Madrid. 
Today, the topical satire-and regional 
melodrama seem quaint, even if one Ma- 
drid critic called "La Chulapona" “the 
first feminist zarzuela”. But the exuber- | 
ant jotas, habañeras; or guajiras make | 
these quite different from Parisian or Vi- 
ennese operettas, and Spaniards retain a 
nostalgia for the familiar songs. Champi- 
oned by such singers as Montserrat | 
Caballe and Placido Domingo, who in- 
clude the famous arias in their concerts, 
Spain's leading opera houses are now 
mounting classics of the genre in impres- 
sive productions. ESPET can: be | 
seen throughout Latin Am ^an 
New York's Repertorio Esranol dod 
mini-versions in a tiny house rather like { * 
the corral-theatres of Spain's golden age. 
The Teatro de la Zarzuela, despite its | 
name and history, now produces only | 
one or two zarzuelas a season—the rest 
of the year is devoted to grand opera and 
dance. When Madrid’s enchanting 
Teatro Real is reopened in 1992 for | 
grand opera use, more zarzuelas may be i 
seen. Mr Tamayo, who runs his own the- 
atre in Madrid, the Nuevo Apolo, and 
lavishly produces an "Antologia de la- 
Zarzuela" for international consump- 
tion, doubts that full-length works would - 
export well: "They are very typically, per- 
haps too locally, Spanish." But that is 
their charm, and the Banco Santander | 
(with help from The Royal Bank of Scot- 
land) is behind this bold Edinburgh ex- 


periment in cultural transplantation. 




















* here is one type of cash investment available which no 
serious investor should ignore - the Managed 
Currency Fund. 

Guinness Flight pioneered this type of fund in 1980. The 
Fund invests in a carefully selected ‘basket’ of the world’s 
major currencies which changes over time to reflect the Man- 
agers’ views about the prospects for individual currencies. 
As these move up and down against each other, profit 
opportunities arise. And — unlike equities ~ currencies can't 
all go down together; as one falls, another must rise. — 
In addition to the opportunities from currency movements, 
your money earns wholesale money market rates of 
: interest on deposit in the various currencies. 

-. Good interest rates and opportunities for profit. 


Solid . Performance 










ible mares “the s average annualised | and 
| the Fund, measured in three 


PE are enii that past performance i is not a guide 
- -to future returns and that the value of investments and the 
"income from them may fall as well as rise. 
"Average annualised compound growth of accumulation 
shares since launch, 23.5.80 to 31.7.89. Increase in share 
price, same period: 228% in US$, 361% in £, 245% in DM; 
over last 5 years, 1.8.84 to 31.7.89: 137% in USS, 86% in £, 
P. 52% in DM. All offer to offer basis. | 













To find out 1 more e about how ai an e Deni in our ur Managed | 
Currency Fund could give your portfolio an added dimen 
sion, complete the coupon below. 


oe =e = eee ee ee «(Cf NOR Yn : s din: i NE 





. Box 250, La Plaideri fie, St Peter Port, Guenter Channel einn: | 
eid (0481) 71 1 710404 or Telex: 4191284 GFFUND G 


Pleas £ send med Pr osp ee tees adh Sc Lene Pe - "Ma n fj ars for 
Guinness Flight International Fund Limited 
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| . DRI/M cGraw-H ii l | l 7 Busin e "m S 
International 
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Business international, part a ihe Eee Group: is the 
world leader in the field. of providing multinational 
corporations with practical advice, lysis and informa- 
tion of political, economic and operating conditions 
worldwide. it does so through an integral system of 
research publications, counselli ing, conferences and Ne: 
line data bases. : 


The research analyst will. join Business. International's 
expanding Research Division which undertakes country 
and industry research projects for client companies oper- 
ating worldwide. Responsibilities will be to perform pri- - 
mary and secondary research and data collection, co- 
ordinate projects and write client research !reports. . 


The successful candidate will have a good d understanding 
of international business, two-three years experience in a. 
research organisation or corporate environment, sound 
analytical abilities and excellent writing skills. 

Please write enclosing full career and salary details to, 
Anne Dean, Group Personnel Director, Business Inter- 
national, 40 déni SUSEN London WIA Tow. 










a related field. Besid qua tative skills, Mrs mares 
with ecohometrics and modeling, involing the use of computer 
ools is desirable. For one of the positions, some knowledge of oil 

ki erience in the oil iiit (preferably down- 




















-The positions are based in Paris andr require — plete fluency in 
alist Please onal Gantt, wit Ml CV. and, if possible, an 
on of salary expectations to: 


Director of plodbeniclum Energy Services 


1S Aus Gu 4 Septembis 
75002 Paris, FRANCE 













(Farm Management, Lincoln 
University College) 


Pria are invited for a two year i 
üstáoctorai F ae a A a 






University of St Gallen for Business Administration, Economics, 
Law and Social Sciences 














Economic Systems 
Applications are invited for the above post in the Department of 


Economics available from 1 April 1990 or as soon as possible 
thereafter. 


The Department is seeking a person able to contribute to research and 
to teaching in the undergraduate, master’s and doctoral program. 


Special emphasis will be placed on originality of research and |a 
competence in teaching. 3 


Letter of application and curriculum vitae should be sent before 31. ESen c m ae 
October 1989 to the Rector of the University of St Gallen, Professor | 72: ae ves T 
Dr Ferland. Anderegg, Dufourstrasse 50, CH-9000 St Gallen, | postion  Ecot ise ial Ana- 
witzerla | "| st Coneutant, pe 














“UNIVERSITY OF 
STRATHCLYDE 
FRASER OF ALLANDER 

. — INSTITUTE 


7 :LLOWSHIP 


Applications are invited from 
candidates with postgraduate 
. qualifications in economics 
... (preferably econometrics) with 
|. experience of an applied nature 
""for a three year TSB Scotland 
Sponsored Research Fellowship 
to work on the development of 
_a short-time forecasting model 
of the Scottish economy. The 
post may suit a university lec- 
turer who wishes to participate 
in a model-building project on a 
>. secondment basis. — Salary 
i £10,458-£16,665 per annum. 
USS benefits. 
Applications (Ref R68/89) with 
full CV and the names and ad- 
dresses of three referees should 
be sent by 30 September 1989 to 
Mr Brian Ashcroft, Fraser of 
Allander Institute, University of 
Strathclyde, Glasgow G4 OLN, 
who will be pleased to supply 
further information. 


SENIOR 
AGRICULTURAL 
ECONOMISTS 


International consulting firm 


seeks senior agricultural econ- | 


omists with backgrounds in 
policy analysis, preparation of 
ltuation ^ outlook reports, 
commodity forecasting, com- 


plications, and project | 
leng Aer n i 
i^ je ' 7 


xperience preferred. 


-| Practical development outlook | 


‘Please send detailed résumé 
| to 
Box 96 | | 
| The Economist Newspaper Ltd 
i 10 Rockefeller Plaza 
12th Floor 
New York 


A 0 £3,522 pa. fr 


».. THE ECONOMIST 
ENTERPRISE FELLOWSE 


Applications are invited for a unique management development 


designed to provide young high-achieving managers with the opportunity tc 


contribute to the development of the small business sector. 


The Fellowship will involve an Enterprise Assignment, shaped t 


management development needs of the Fellow and the business pla ‘a 


Fellow’s sponsoring organisation, and also a Business Environment | 
of regular events with leading business people. - 


For further details, please contact: The Fellowship Director, Business i in th 
,227A City Road, London ECIV 1LX. Tel: 01-253 3716. Fax 


Communit 
01-253 23 


Final applications due by mid-October. 


been built around its geographical location and skilled Wordorce A An evaluation nof the existing 
manpower policies has resulted in the design of a new project which will introduce a wider and 
fuller adult training framework. A Project Team Leader is now required to draw up detailed 
proposals for a permanent training structure and scheme. | 
_ Reporting to the Chairman of the Adult Workers Training Scheme [AWTS|, you will 
co-ordinate the activities of the project, evaluate the present training capability of the interim 
AWTS and prepare a detailed proposal for the settingupofa permanent training structure for 
the scheme. 
in addition, you will prepare and assist in the imple ne 
programme so that training can begin immediately. 
QUALIFICATIONS e 
Appi icants should be British Citizens and possess a degree or equivalent. with at least 
5 years’ involvement in a training and development environment: specific experience in 
manpower training and employment policies would be an advantage. 
TERMS OF APPOINTMENT 
-On contract to the British Government for a period of one year and on loan to the E. 
Government of Malta. Salary is In the range of £22,300 p.a. to £28, 450 p.a. (UK taxable}, 
togethe ‘with a tax free cost of living addition currently of £2,46 64 p.a. (singieJandup - 
led]. Benefits inciude children's education allowances and free 
accommodation and passages. 
For details and application form, please write, quoting the jc b title and ref AH364/TF/TE . 
to: Appointments Officer, Overseas Development Administration, AH220, Abercrombie 
House, Eaglesham Road, EAST KILBRIDE, OHIO G75 SEA Or tel. 03552 41199 ext 3435. 


tation of a short term training 


BRITAIN HELPING NATIONS TO HELP THEMSELVES 


























- . CHIEF FINANCIAL OFFICER 


An international leisure company requires a Chief Financial Officer — preferably 
with some experience in auditing. MBA would be an advantage whilst not 
essential. Location Monaco. Applicant should be free to undertake limited travel. 


Please submit uncis diss for immediate appointment in writing to: 


The international institute for Strategic Studies invites applications for 
the position of Deputy Director, with special responsibility for military f- 
aspects of the institute's work, particularly the oversight of the annual . 
volume The Military Balance. Other responsibilities will include man- . 
aging the Institute's publications programme, supervision of editing, 
| the editing of Adelphi Papers and the provision of public comment on | 
military and political-military issues of current importance. Participation : 
in the general discussion of strategic and international affairs is also an 
important requirement, 





























n Senior Economic 
Analysis Consultant 


Madison, Wi, economic consulting and research firm seeks individual to plan, 
design and conduct econometric modelling, estimation and analysis in 
Sand studies for public utilities and other regulated industries. Will design 
ds of analysis and develop algorithms and complex computer programs 

iplement the models; consult with industry representatives to define 
eG conduct Studies and surveys; analyse data to advise on or recommend 
olution; design major research tasks; conduct task management for major 
projects; develop research and consulting proposals; supervise programming 
and data construction; analyse results; prepare reports and formulate 
; recommendations to clients; extend and improve va techniques in EPL. 
Regi pd PhD in Economics with major field of study in Econometrics; four 
‘years’ experience as Senior Economist and/or University-level Researcher in - 
.. Eeonor ic cs. and. Econometrics which may be concurrent with the following 
i “special requirements: three years of computer programming experience using 
| primarily Fortran and either EPL or TSP; and three years’ experience 
-. Supervising small research teams and performing independent work. Salary: 
.. $39,000/year, 40 hour work week, M-F. Contact Wisconsin Job Service 
| attention: Carlyn Wailer, 206 North Broom Street, Madison, WI 53703. Job 

-order no: 0380955. En r 







The salary is negotiable around the level of £33,000 per annum, exclud- EE l 
ing retirement benefits. 











Preference will be given to applicants with a substantial professional 
military background, particularly in policy formulation and the analysis 
of the type of information used in the Institute's publications, notably 
The Military Balance and the Adelphi Papers. Whitehall experience 
though not essential, is likely to be an advantage. 































| Applications, which must be accompanied by a curriculum vitae and 
the names of at least three referees, should be submitted to the Direc- 
tor, ISS, 23 Tavistock Street, London WC2E 7NQ, by 30 September 
1989. It is hoped to fill the post fr from ce 1990. 











UNIVERSITE CATHOLIQUE DE LOUVAIN 
Louvain-la-Neuve 
Belgium 


DEPARTMENT OF ECONOMICS 
A FULL-TIME ACADEMIC POSITION 


OSLO BUSINESS SCHOOL INDUSTRIAL ECONOMICS 


HANDELSAKADEMIET 
CHAIR, DEPARTMENT 
. OF FINANCE 


( Jslo > Business School (OBS) has a tenure track position in the 
epartment of Finance starting January 1990. Candidates should 

have a PhD, demonstrated capabilities for research and need not 

Speak any Scandinavian languages. 

The Chairperson will be expected to head the Department of 


Accounting & Finance and will be expected to teach in MBA and 
Executive programs. 


OBS has a commitment to quality teaching and is a leading 
business school in Norway. The school has a couple of very active 
research centres and close contact with the business community. 
We offer competitive salary and excellent working conditions. 


interested candidates should send their applications to: 






experience and qu qualifications. The position isa nie red of 
approximately five courses/year phot egi i 
Applicants should have a PhD in economics and some previous experience of 
research in a university centre outside Belgium. Publications in the relevant field 
and fluency in oral and written French is also required. 
Appointment will commence on 1 October 1990. 
lications should be sent to the Rector of the University (Place de l'université, 1, 
dps Louvain-la-Neuve, Belgium) by 30 September 1989 at the latest. A ki 
fication should also be be sent diectly t5 the Chairman of the De 
re uieu, 8.1348, Louvain-la-Neuve, Aot 


E MM MT yn er $ latest degree, a 
iography el significant 
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A Gip guide to invéštment — analysts in the UK covering - 
110 industry sectors, 20 statistical reporting and 29 country sectors. 


Latestquarterlyupdated. editionavailable from 20September. Onlyfrom 


Briton & Caulton, 2 St Peter's Place, Cante bu 
Telephone: 0227 452955 or Fax: 















EE | | OXFORD INTENSIVE 
TUDYWOREKSG | | COMPUTER COURSES 
. | Master financial and business modelling and 
rp presentation graphics, technical writing, data- 


| base programming, in intensive 3 to 5 day 
j modular courses. For full information contact: 


MANAS DATA 























Taking the GMAT or GRE exams? 
We CAN help 
For coursa peel pen 


Tel: 01-893 3983/38! nat 
For GMAT texts, contact: 


PasTest Service, FREEPOST, Knutsford, d, Cheshire WATS 7B 7BR. 
Tal; 0565 5522 






GTAC Ass 

















= The most renowned school for F French EE 


INSTITUT DE FRANCAIS 


Overlooking the Riviera's most beautiful bay 


-: MAKES LEARNING FRENCH 
A WONDERFUL AND UNIQUE EXPERIENCE 


- Fot adults. 8.30am- 8 levels: Beginner | to Advanced il 
“LODGING IN PRIVAT TE APTS. AND MEALS INCLUDED 


Next 4-woek i immersion Course starts 4 September, 2 Qoinber 1989 


! INSTT DE FRANCAIS — ER% | 
123 Av. Gén-Leclerc, 06 VILLEFRANCHE/MER. T. 93 01 88 44. Tx, 970.9897 mmm 





CSAINT-XAVIER COLLEGE £u INIVERSITY 
CHICAGO | 





om Offers i its T MN of Business 
Administration i in Paris 





a e Evening classes è Week-end classes 


OM For proi 
with an un de 







d sa degree 










| "m Autumn classes begin: September 18 1989 | 


E j m. Financial aid is available 






FOR FURTHER INFORMATION-CALL 


(0426666532 Well 
MI/SAINT-XAVIER College University 


7l, rue du id st Honoré - 7S008 PARIS 





Computers have their " 
place, but they can be or 
part of the solution. 





Learn the entire solution... 





Strategic Management of 
Information Systems 
October 19-—-November 10, 1989. 









Por full information, write for our ca urs sei atalog 


Admissions Coordinator 

Arthur D. Little 

Management Education Institute 
35K Acorn Park LEE pk 
Cambridge, Massachusetts 02140-2390 USA TUS 
Telephone (617) 864-5770 
Telefax (617) 864-5411 
Telex 921436 
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Fix m da y = tensive Op tions Wor sh op 
designed for: Dealers, Bank Officers, 
Fund Managers, and Corporate Treasurers 


* Advanced Option Strategies * Foreign Exchange Risk | 
* Hedging of Option Portfolios * Pricing and Volatility 








Special features of the workshop — 


SIMULATED TRADING SESSIONS e PROBLEM SOLVI ING EXERCISES 
DISTINGUISHED FACULTY: INSEAD FINANCE AND ECONOMICS PROFESSORS, - 
OPTION AND RISK MANAGEMENT PROFESSIONALS 













INSEAD Campus, Fontainebleau, France - 
October 1 5-20, 1989 





FOR MORE INFORMATION PLEASE CONTACT: 
Amy Stabingas, THE OPTIONS CLEARING CORPORATION 
TEL:  (312)322- 7564 Fax (312)322-4442 Telex: 9102212616 








The First Annual Conference on 
High Definition Televisi ion 


18-19 September 1989 r 
Covers all aspects of this major new technology a Wi nieh Keil | it transform the 
world television industry and revolutionise the production of television 
programmes, film making and advertising. 
it will be indispensable for anyone in television, cable, fibre optics, 

| satellite, terrestrial broadcasting, film making, telecommunications, 
24490 LA ROCHE CHALAIS, France | cinema, government policy, imaging and graphics, special effects and 








Tel: 1 4d specialist applications of television. 
bel 53914428 Includes a display of HDTV 
Money 18 September 


: a re Raa ORMAR A : f 7l History of High Definition Television 
HDTV: The Current State of Affairs 
Current HDTY Activity: Who is Moving Today — and Why 
Programme Production Using HDTV: Creative Possibilities 
Non-Broadcast Applications of HDTV — An Overview 
HDTY Production Standards — Understanding the Debates 
y 19 September 


Jh & The European Community —~ T he issues for Europe 
Japan and HDTV — A Global Competitor or Partner? 

What is the US Role in HDTV? 

HDTV Production in Technical Detail 

Consumer Delivery of HDTV Signals 

Electronic Cinema: How Does it Work? Why is it Valuable? 
Non-Broadcast Applications — Medical & Education 
Places still available, Send i now for full details. 


Meckler/HDTV Newsletter 
Grosvenor Gardens House, Grosvenor Gardens, London SWIW OBS. 
Tel; 01-931 9985 Fax: 01-931 8908 
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. Since the advent of its present Government two years ago the Transkei e econ 
time ín its history, been freely opened up to foreign investment and develope 


E LAND, SOPHISTICATED A fertile and beautiful land with an abundance of water, labour and recently di 
"HUCTURE resources, its industrial potential offers a more rapid return on investment than any ot 
the developing world. Transkei has a relatively sophisticated infrastructure. | 
The following projects being planned and in feasibility study stage offer rewarding: op 
international investment, construction and engineering skills, technological“ 
equipment: t 
* Tourist Hotels and time share apartments in game and nature parks bordering’ | 
of golden beaches and river estuaries teeming with fi sh—sites available with i 














































Two free trade zones, duty and exchange control free, with low tax and harbour facilities. Sites can 
be reserved now. Ready 1983. 

A privatised duty free International Airport for lease to international concessionaires. Eogüirios 
invited. 


Large high quality deposits of black granite. 
Silica sands for glass making. 

Titanium, Rutile, imenite, Zircon in large deposits. - 

High ash low sulphur anthracitic coal in large low cost quantities. 
Copper/Nickel/Platinum exploration in progress. ` 
Kimberlite deposits indicate the possibility of diamc 








jyonds. 
The geological environment is favourable to Uranium. 


* *» * ^5 * * * 


* Tea successfully grown 

Sugar Cane grown and exported. Local consumption of 60,000 tons per annum is poe 
providing opportunity for a mill and surplus exports. 

* Cotton successfully grown as a research crop. 

* High potential for processed meats, poultry, fish, fruit, vegetables. 

* Tobacco successfully grown as research crop. 
+ 
* 
+ 





a "FOR AGRO-INDUSTRY | 


Well watered savannah type pastures offer potential for cattle, sheep and. pigs. 
' Soya bean, sunflower, maize and potatoes grow well. 
' Potential for citrus and olive plantations. 


* Transkei is rich in soft pine, eucalyptus and wattle. 

* Paper pulp, sawnboard and prefab timber homes available for export. 
* Current supplies offer capacity for one more chip-board factory. 

* 250,000 hectares available for reafforestation. 


Through establishment incentives which, for manufacturing idu include: relocation co 
to (at current exchange rates) Pound Sterling 234,000, training subsidies, wage subsidies, 

subsidised tentals (factories and key staff accommodation), transport rebates and. 
proportion of capital invested at market rates for 10 years, it is possible to regenerate 
investment capital in a very short period. 





* Transkei Development Corporation is willing to take equity in viable new projects. ^ — 
Merger with a like Transkei enterprise in the private sector can give you locs : expertise. el 
you to serve your existing markets from a low cost Transkei base. ik 

Merger with a Transkei based Far Eastern Company could ease your products into Far Eastern — 

markets. n a competitive cost base with the porary of siding to your product rang ipis e 
UK market. ; 


if you are interested i in attending a London Seminar in September on in vestment in Transkei or would like mo 
information on Transkei contact: 


.RTHUR O'CONNOR 
MARKETING CONSULTANT 
TRANSKEI DEVELOPMENT CORPORATION 
PRIVATE BAG X 5028, UMTATA 
REPUBLIC OF TRANSKEI 
PHONE: 27 471 25751 or FAX: 27 471 23548 or 27 471 22874 or 27 11 884 2605 















NAURU BANK FOR SALE 
| Central. Pacific. No. experience re- 
quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru internation- 
al Services, 16929 E. Enterprise 

Drive. Ste 201, Fountain Hilis, AZ 
| 85268 USA. Fax: (602) 837-2643. Tet: 
| rae 837-7988 


[US IMMIGRATION 



















| Need a Top Secretary? 


| Call (01)434-0030 
(215-2 U Oxford St London WIR 1AH J| . 


Licensed attorney. 


BE comaonist 
Practice limited to US immigration law. 


genit Dra Law 
| 125 M. Mein st W 
| Te (203)226-1223. Fax: ( Fax: eae rene 


US REAL ES TATE 
CONSULTANT 


| to foreign investors. Immigration, joint 
| ventures, valuations. Residential and | 
commercial, 


| SWISS CONSULTANT GROUP (USA) 
| INC, Fax +813 254 0013. 


Ln cHigence Uni 


The Passenger Car Market 
of Western Europe: 
Developments and Prospects 


New car registrations in Western 
Europe have been increasing rapidly 
and look set to reach a new record of 
13.35 mn units in 1989, By 1995 Japan 
could be taking one fifth of Europe's car | 
market, This new report analyses the 

structure of each of the 17 national car 
markets in Western Europe. It assesses 
| the impact of 1992 and indicates some 
‘of the key factors which will influence 
| demand patterns in the 1990s. 
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The Regus 










|: Price including postage: UK & Europe £275; 
| North America US$545; Rest of World £276 Ce ntre 
Maik t DX 215 Park A 
fae” eire London 








ST bondon WIA TOW. UK — USA 
I Tel: 04-499 6743 


















Tet: i212; 460 0600. 


OFFSHORE 
COMPANIES 









* Executive Offices 
* Conferences 

* Business Bureau 
* Club Restaurant 


Trafalgar Square 01-872 5959 


* London * Stockholm * Copenhagen « 







| EXECUTIVE HOTEL 




































57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 
Tel: 01-581 2424 
COLIN FOSTER - Fax: 01-589 9456 
RE DEAD. yere = Telex: $41 3498 EXECUT G 

COMPANIES HOUSE Single bedroom £49.95 + VAT 
TOWER STREET. Double or Twin £74.95 + VAT 







Elegance, privacy and exceptional 
. value in one of iis ded s most 
i fashionable bourhoods. 
aci style Engin breakfast 
iW 


A LINBAR EXCLUSIVE HOTEL 






























FINANCIAL AD\ ISORS/BROKERS 5 


-If you are a financial advisor or intermediary and would 

. like to represent an offshore fund in a rapidly expanding 
sector of the investment market, then we have a new 
product which will interest you. 












e London International Stock Exchange), is now available. 


»y not write today for full details. 




























LONDON 


Stunning, large, quiet two double bed- 
room flat in historic building on 
Thames near City. Rent £200 pw. 


Full details: Tel 01-821 6788 day 
01-767 1100/031-337 1804 evening. | 










CUT THE COST OF 
YOUR STAY IN LONDON 


Take a furnished, oo service 
apartment in isn pom Harrods. 

Fully equipped ki bathroom, 
| our TV, centra Seno elevator. 
uit 1-2 persons. Brochure by airmail. 


ad nirióne Service Apariments 
Tet: 01 








Ennismore Gardens, L H S$W7 
-584 4123. Telex 295441 (Rel KSF) 





| CENTRAL LONDON 
Well sited for theatres, business and late night 
shopping. individually furnished studio and 
one bedroom apartments for rental from £220 | 
| to £550 per week. Minimum stay one month. 
Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX 
Tel: 01-584 8317. 
Telex: 916358 NGHLDNG 
O Fax: 61-823 7133 





EASTERN BLOCK 
COUNTRIES 


| MINETEC FINANCIAL —- 
SERVICES ES CORPORATION 
m Ere 

















Readers are 
recommended 

to make appropriate enquiries and 
take approprte advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
cement The Econ Newer 
semen 

Limited shall not be diable to any 
person for loss or damage incurred 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise- 
ment published i in The Economist. 













BYA 





ommissions are highly attractive, furthermore you will receive the full support of a company with more than 100 years experience in the financial xiu 
All enquiries will be treated in strict confidence. 


Just send your business card or a letter to: 
Box 3668, The Economist Newspaper Ltd, 25 St James's Street, London SWIA 1HG. 


| fates from £266 to £560 plus. VAT. 


MAJOR FINANCIAL 
INSTITUTION 


The opportunity to represent a (non-equity) fund offered B» an established financial institution (assets in excess of $US7 billion, and a quoted company on 





2ND PÁSSPORT/DR. LICENCES. Am 
country, various reports on how te 
obtain them. INI, 26 pores Ath 
ens 10675, Greece. 





SERIOUS. CAREER CHANGES car 
be resolved with assistance from tor 
consultant, an expert in psycho astrolo: 

G. DeMario, 153 W 





. gy. Confidential. 
STS, NY, NY 10019. Tel: (212) 246- 





OVERSEAS POSITIONS. Hundreds ol 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada HƏP 
3C7. 

l | 
‘PANAMANIAN CORPORATIONS | pro 
vide complete confidentiality and zero 
tax liability. We offer company formation 
services on a fast, reliable and com 
tive basis. H. I. Darlington, POB 1: 





Panama 9a, Panama. Tel: ret any or 
23-4819 eon 23-6779). 
234936. 








"AUTHORS WANTED 
BY NY PUBLISHER 


S, fiction, nor 












fiction, , juveni scholarly and 
religious etc. New authors wel- 
comed. Send for free booklet, 

| ei bee Press, 516 W, 34th 


New York NY 10001 USA 





Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates, 


A LINBAR EXCLUSIVE HOTEL = 


LONDON 
South Kensington 
| Luxury fully furnished one and two bed 1 
flats in quiet cul-de-sac off Queens Gate. 


esident manager, direct dia telephones, 
video security and colour TH eekly 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 9280. TELEX 893095. 






















 DUTPU DEMAND AND JOBS The British e economy showad i in the second | aiarter: 6 GDP recorded its 
uarterly fall for nearly four years, leaving output just 1.6% up on a year earlier. Britain's 
. unemployment rate was unchanged between June and July at 6.396. Growth in France's industrial 
production slipped slightly to 4.596 in the year to June. In Holland it slipped rather more, to 1.996. 
Growth in Italy's industrial production accelerated to 3.1% in the year to May. Sweden's industrial 
_ production, after falling in the year to May, climbed 1.5% in the year to June. 


ae % change at annual rate 













industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthsf 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
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PRICES AND WAGES Britain's annual rate of consumer-price inflation edged down to 8.2% in July, 
the first fall since January 1988. Pay rises also moderated, to 9.0% in the year to June. America’s 
12-month rate of consumer-price inflation slowed to 5.0% in July. In France, consumer-price 
inflation slipped to 3.5% during the same period: French wages climbed 3.9% in the 12 months to 
April. West Germany’s 12-month wholesale-price inflation rate remained at 2.9% in July. 

% changë at annual rate 











consumer prices* wholesale prices* wages/earningst 

Ae 3 mthst — — 1 year 3 mthst 1 year 3 mthst 1 year 
. Australia + 839 + 68 reb + 85 + 63 ap + 62 + 68 Feo" 
|. Belgium ni + 54 qr 
Can 56 + 5.9 way 
rane : f + 52 + 3.9 Ap 
V. Gerr + 30 se + 14 + 29 ww +10.8 + 37 d« 
Holland + 24 BOLT ow + 49 + 42 x + 08 + 41.2 im 
+ 65 + 5.8 May 
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+15.7 
| | 2 * 28, +90. 
= +59 + 50 s + 44 + 5.0 ut + 35 X 42 hi 


Hoari wage rates in manufacturing except Australia, wey. earnings; Japan, and Switzerland, monthly earnings; Belgium., Canada, Sweden and USA, hourly 
a earnings; JR, monthly earnings for all employees. 













D 4979-81 and 19 pets ‘in india it rose b 9%, 
| China still has to. import some of its needs, 
| but India is now a net exporter of food. 

. Elsewhere the news is not so good. Food 
a production in Nicaragua, Mozambique, El 

Salvador and Ethiopia has been badly hit by 
| war. Uganda, however, offers hope. Its food 
production rebounded sharply once Idi Amin 
had been deposed, even though skirmishing 
continues. Botswanans, now that they have 
got richer from diamonds, are giving up the 
ard work of farming; Nigerians, on the other 
are no longer oil-rich and are having to 
earn how to grow food. 




















" salvage the ‘Intemational 
Cocoa Agreement. Its plan is to stockpile a 
further 300,000 tonnes of surplus cocoa, and 
persuade a reluctant Malaysia—the world’s 
fourth-biggest producer—to join the pact 
The International Cocoa Organisation's 
(icco) buffer stock already holds 250,000 
tonnes, while some 200,000 tonnes of the 
Ivory Coast's crop is in storage. Under the 
Ivory Coast's E nd wouk ock- 























peany d " 000 tonnes, iri. ers W 
have to pay the $115m they owe. 





1985100 
AugiS — Aug 22+ 
All items 1336 — 1948 +412 -—100 
Food 1016 — 1006  — 30 —119 
Industrials 
Al 1855 — 1688 +39 — 89 
 Nfati 1365 — 1977  — 10 — 25 
Metals — — 1860 — 1908 +87 —118 
Sterling index 4 Bo uw 
All items 1089 — 1090  -— 39 — 47 





















industrials "s p 
All 1348 — 13966 + 67 ~ 34 


















- Nia tt Wi2 — 11404 ^ 15 4-33 
Metals 151.6 1544 495 — 6.6 
SDR index ' 

Ali tems 1082 — 1094 +28 -— 76 
Food ..822 816  — 15 — 95. 
industriais z 
Al 1340 1370 +55 — 64 
Nfa tt 110.5 — 1118 +04 + 02 
_Metals 1806 1549 +83 94 
Gold | 
$ per oz 366.50 — 36700 — 12 -—152 
$ per barrel 17.15 1720  — 17 1156. 


f Provisional ££ Non-food agricutturals 





















m BANK DEBT The chart shows the world's 
top ten debtors on the basis of external debt 
to banks in the BIS reporting area plus all 
non-bank trade-related debt reported to the 
oecp. It excludes borrowing in the form of 
selling securities, which is why America 
does not appear. Brazil and Mexico are still 
the biggest debtors to commercial banks, 
but the amount they owe is falling: Brazil cut 
its bank debt by $5.1 billion in 1988; Mexico 
reduced its by $6.5 billion. Australia, in third 
place, saw its debt creep up last year; 
Argentina's commercial-bank debt edged 
down by a meagre $200m. The costs of 
economic reform in Russia and China have 
forced both countries to borrow more from 
abroad. The Soviet Union increased its bank 
debt by $3.5 billion last year; China bor- 
rowed another $7 bulon: 


| ‘External debt 


second quarter. was more robust than had scii been A thought caused a bout of abe : 
Jitters spread to Europe and Tokyo, which fell back after touching an all-time high on Monday. des 
Stock price indices % Changeon — e ie 

31/12/88. 


MONEY AND INTEREST RATES The 12-month rate of growth Vf Britain's naivow foh sippy, M me 


fell to 5.2% in July; growth in broad m4 slowed to 16.7%. During the same period Australia’ s Narrow s — 


money supply grew by 7.8%, while its broad money soared by 29.8%. 


Money supplyt Interest rates ^o p.a. (Tuesday, except bonds which are previous Friday) 
* rise on year ago Money market Commercial banks 


W. Germany + 45 


REIP ———————Ó———— EE E eae n d 
nte 


jM excep FMI except UK M0: M3 ¢ er we ee Folia, = and Sweden M2, Japan M2 plus CDs, UK M4, Definitions of interes! rates quoted available on ee 
rces: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks, HiNew series. 


: TRADE, EXCHANGE RATES AND RESERVES America's visible-trade deficit fell to $8.2 billion in June, down from May's $10.1 billion; its 12-month . 
deficit edged down to $112.6 billion. Britain's trade deficit was a hefty $4.0 billion in July, up from $3.0 billion in June. Britain's 12-month trade deficit. 

now stands at $40.8 billion, its 12-month current-account deficit at $31.7 billion. Sweden's trade surplus halved to $279m in July, leaving its 12-month 

surplus at $3. 8 billion. in trade-weighted terms the dollar rose by 0.4% during the week; the yen fell 0.6%, while the D-mark ba Ms ca budged. 


trade-weightedtt currency units per $ 


exchange rate 


39.4 
88.1 





83rd NORTH-WEST-GERMAN STATE-LOTTERY, WEST GERMANY 
83. STAATLICHE NORDWESTDEUTSCHE KLASSENLOTTERIE 


Ye 


Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN 
STATE-LOTTERY. Extraordinary! More than every 3rd 
ticket-number wins guaranteed within the period of the 
lottery. Total winnings for the 83rd lottery will amount to 
about 241 million DM or $ 1379 million. The Super- 
Jackpot by itself amounts to 32 million DM. 


The maximum Super-Jackpot 


alone comes to 2 x 3 million DM. 





The prize-money is paid in DM, one of the strongest cur- 
rencies in the world. The lottery runs over a period of 26 
weeks. One drawing every week. That means 26 draws 
and 26 chances in total to become a millionaire! The price 
money increases from draw to draw. All draws are super- 
ised by state auditors. 


The 83rd NORTH-WEST-GERMAN STATE- 


Mail to: Walther Ruge * Heidenkampsweg 32 - D-2000 Hamburg ! * West Germany 


Please write in German O English O Mr. O Mrs. O Miss O 


Clear letter-printing please 
First name ————Á—————À—— MÀ ÀL—Ó €. 
Surname 


Street — — ————— JA" '" M RR RR RR RR ON CT O 

















D It's easy to participate: 





State- 
controlled 






N 
e thon 
Mor with 


26c 











V Maa, 
® Please send us the order coupon - or if missing - a 
letter. 








Q Attach payment for the tickets you want, using either 
cash by registered airmail-postage, international post- 
al order, personal cheque, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after 


receipt of the invoice. 


We send you the tickets, further information and the of- 
ficial draw schedule. After each class you receive the of- 
ficial winning list as well as your ticket for the next class. 
Within days you will be notified each time you win. Your 
prize-money will be transferred by cheque to any place 
you wish to. The prize-money is paid to you free of Ger- 
man Tax and the whole amount will be paid without any 
deductions. You remain absolutely anonymous. 

We guarantee fast, reliable and confidential service 
world-wide. 


This is why it is interesting for you to join 
the lottery: 241 million DM prize money 


2 x 3 million DM as maximum prize-money 











2 x 2 million DM 
22 x 1 million 
and in addition: 


279.999 x prizes up to 500.000 DM 


Only 700.000 tickets from the basis of the lottery. Out of these 
tickets 280.025 numbers win in the course of the lottery: So, we can 
guarantee winnings for more than every 3rd ticket-number! 





íhe 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 


Mail to: Walther Ruge - Heidenkampsweg 32 - D-2000 Hamburg 1 - West-Germany 
Order-Coupon — — — — — — — — —— = 







Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket or 25% with a 1/4 ticket. Don’t 
forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 


Please fill in the number of tickets you want to order with 
this coupon 


C 
E 
Sid 
"s 


* The quoted US $ or £ equivalents are only a rough estimate. 
For exact exchange rates please ask your bonk 


DM 741,- (approx US $ 395,- ou £ 247,-)" 
DM 381,- (approx US $ 205,- ou £ 128,-)* 















City 
Country 1/4 ticket DM 201,- (approx US $ 113,- ou £ 70,-)* 
INER ERI P e . 
Cargemy — CIDINERS CLUB — CIAMERICANEXPRESS — CIEUROCARD VISA Secure your chance to win now! Mail your coupon today! 
Handling charges for payment by credit card 6%. ; ; 
* Your prize money will be transferred confidentially by cheque to any adressor bank in 
Name of Card Holder any part of the world. Payments through personal cheque in DM, £, or US $ will be 
accepted or through a bank draft, American Express, Diners Card, Eurocard, Access, 
Acct. No. 
d sy Master Card or Visa. 
Expiration Ae erer = All prices are for the whole lottery including air mail postage and winning list after each 
| if i 
tancha LE EJS zziz Eus m month. No additional charges! Valid only where lego! 





Valid only where legal. Not available 
to residents of Singapore 


Companies that do business abroad can sometimes 
lose heavily on financial transactions involving exotic 
currencies. On behalf of its clients, the ABN therefore seeks 
out the less obvious solutions. 

The ABN possesses this capability because it has 
a network of almost 1,000 offices spread over 44 countries. 
These operations are run by managers who know the local 
markets like the back of their hand. And who have 
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important contacts with both the business community 
government authorities. Managers who also know whe 
turn when they need each other's specific know-how 
a result, the ABN is often able to arrange swaps in 
currencies at highly favourable exchange rates. 

This is one example of how the ABN, thank 
its network, is able to hold its own with the world's m 


banks when it comes to advanced products and servi 





ARGENTINA, ARUBA, AUSTRALIA AUSTRIA, BAHRAIN, BELGIUM, BRAZIL. CANADA CHINA, DENMARK, ECUADOR, FRANCE, GERMANY, GREAT BRITAIN, GREECE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA. KOREA, LEBANON, LIECHTE 


ION CAN BE WORTH 
CASTS OF 30 BANKS. 





Consequently, renowned multinationals and large This then is the firm foundation on which the 
companies operating internationally avail themselves ABN builds solid relationships with large numbers of 
> ABN’s know-how. For day-to-day bankingservicessuch international enterprises. Because a bank that knows the 
ectronic banking and netting, of course. world, automatically becomes known throughout the world. 

But particularly also for specific projects, which 
run from leveraged-lease aircraft financing to co- 
ration energy projects. Or from complex swaps to 


hore loans. AWORLD OF UNDERSTAN DING. 


)URG. MALAYSIA MOROCCO, NETHERLANDS, NETHERLANDS ANTILLES, PAKISTAN, PANAMA, PARAGUAY, SAUDI ARABIA, SINGAPORE, SPAIN, SRI LANKA SURINAM, SWEDEN, SWITZERLAND, TAIWAN, TURKEY, UNITED ARAB EMIRATES, USA, URUGUAY 





What’s important to you 
is important to us, too. 





C2 Lufthansa 


